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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


MONDAY, MAY 1, 1951 


Unrrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to call, at 10:30 a. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman) pre- 
siding. 

Prat: Senators Maybank, Robertson, Douglas, Benton, Bricker, 
Schoeppel, Dirksen, and Bennett. 

The Galena. I will ask that the committee come to order. 

I have a short statement to make about a matter that the committee 
agreed upon in executive session before this meeting started, and I 
trust the press will be good enough to carry it as it explains the sit- 
uation we are up against. 

We have requests from 150 national and seminational organizations 
to be heard. We have limited to 60 national organizations the number 
that the committee believes should be heard. We have 20 days for 
the hearing. The committee intends to sit mornings and afternoons 
for the balance of the month to give everyone a fair chance to be heard. 

The question has come before the committee as to how much time 
the various witnesses should have. The committee desires, starting 
tomorrow, to call the attention of all the Government witnesses, and 
all the witnesses of national organizations, to the Legislative Reor- 

anization Act of 1946, particularly that part carried on page 22 
that states— 


That each standing committee shall, so far as practicable, require all witnesses 
appearing before it to file in advance written statements of their proposed testi- 
mony and to limit their oral presentations to brief summaries of their argu- 
ment. The staff of each committee shall prepare digests of such statements for 
the use of committee members. 

We are going to ask and require all of the organizations to file with 
this committee 24 hours in advance 75 copies of any statement that 
they intend to present to us. That takes in the Government, farm 
organizations, labor organizations, manufacturing organizations, or 
chambers of commerce. The purpose in getting the 75 copies here is 
so the Senators can get those copies and take them home at night and 
study them before the next day’s meeting. Additional copies will be 
given to the staff so they can study what the witnesses are going to 
testify to, and then it will be the purpose of the committee to ask the 
witnesses, as the reorganization law states, to summarize their state- 
ments. Their statements, of course, will be printed in full, but the 
committee does not believe it will have the time to hear long state- 
ments read that they themselves have already read, by the require- 
ment of a 24-hour advance filing. 
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I trust that the press will be good enough to help us out, because 
it is a tremendous job to hear Government witnesses all this week 
und through next Tuesday and then to hear 60 national organizations 
representing the various labor groups, farm groups, chambers of 
commerce, real-estate boards, and so forth. So, if you can help us to 
get the thought over that we are going to be fair and hear all we can, 
as time is just running out on us, we will appreciate it. 

The other thought was on commercial rent.. .The committee believes 
it is not going to take any testimony on commercial rent unless they 
decide to do so later on. The committee will be glad to have any 
briefs filed on Federal control of commercial rents, either for or 
against it, but the committee does not believe sufficient study has been 
given to the problem to know exactly how to move on commercial 
rent controls. We have requests here from a large number of wit- 
nesses desiring to appear on commercial rents, but these other things 
appear so much more jmportant to us that we put over commercial 
rent until the end if it is taken at all, but we will accept filed state- 
ments. 

Senator Rosertson. Mr. Chairman, may I inquire? 

The Cuarrman. Certainly. 

Senator Ropertson. Am I correct in understanding that the com- 
mittee would like each witness, after this program has been published, 
to make his oral presentation and confine his testimony, as far as pos- 
sible, to 15 or 20 minutes ? 

The Cuatrman. The committee is hopeful that the witnesses will 
be, I might say, generous with us, because we have so many that want 
to be heard, and I know there is going to be a lot of dissatisfaction 
about who we picked and who we did not pick, and I know that there 
are a lot of people that are displeased about this and displeased about 
that, and we just do not want this to be a sounding board for people 
who are angry about some specific order. We want to get to the facts 
of inflation and facts of control and what sort of control bill should 
be passed to aid the country in its present serious inflationary dilemma. 

Seaster Rosertson. Take, for instance, an organization like the 
Farm Bureau Federation representing all phases of agriculture. We 
would not want a man to discuss beef all bag long. They may have 
a specialist on livestock, cotton, wheat, corn, tobacco, and so forth. 
Each one of those can file as voluminous a brief as he pleases that we 
can read and assimilate, but when he comes to give us his views he 
ought to get it boiled down to 15 or 20 minutes. 

The same way with major labor organizations. They may have 
various large groups, the CIO or the AFL, but each individual of those 
groups should confine himself to a brief presentation of his viewpoint 
so that in 20 days we can have a pretty good cross section of the various 
interests of the Nation. 

The Cuarman. Take, for example, as the Senator mentioned, the 
AFL and CIO. We are hopeful that, in the case of the CIO and the 
AFL, the testimony directed toward automobile workers may be 20 
minutes, directed toward the steel workers may be 20 minutes, and so 
forth, and soon. We are not telling them how to do it, but we hope we 
can get a general knowledge of it all. Likewise, when the 
Farm Bureau comes here, they are interested, of course, in the farmers’ 
representative on wheat, cotton, corn, beef, and so forth, and we are 
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going to hope that they will not try to use up all the time for one com- 
modity. We should get a picture of the whole problem. 

Are there any further questions, gentlemen, before we start ? 

Senator Benton. Mr. Chairman, it was my understanding that we 
decided not to have any witnesses on commercial rent control, but 
that we did not reach any decision about whether the subject of com- 
mercial rents would constitute part of the hearing. 

The Cyarrman. We only reached a decision that after we got 
through the present bill and present law we would then take it up if 
we decided to take it up, but everyone would be permitted to file a 
statement on the subject matter, and we are not going to schedule any 
witnesses unless we deem it advisable to do so after the hearings are 
finished on the present bill. 

If there is nothing further, we will begin the hearings. 

I want the record to show the statement that I have made and the 
bill that I have introduced, S. 1397. It is not necessary for me to read 
the statement. I introduced this bill by request. All amendments 
submitted to the Senate and referred will be printed in the appendix 
to this velume. 

(The bill referred to follows :) 


[S. 1897, 82d Cong., 1st sess.] 


A BILL To amend the Defense Production Act of 1950, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Defense 
Production Act Amendments of 1951”. 


TITLE I—AMENDMENTS TO DEFENSE PRODUCTION ACT OF 1950 
PRIORITIES AND ALLOCATIONS 


Sec, 101, Section 102 of the Defense Production Act of 1950 (Public Law 774, 
EHighty-first Congress) is amended by striking out the third sentence and inserting 
in lieu thereof the following sentences: “In making such designations the Presi- 
dent may prescribe such conditions and exceptions with respect to the accumula- 
tion of materials in excess of the reasonable demands of business, personal, or 
home consumption as he deems necessary to carry out the objectives of this 
Act. This section shall not be construed to limit the authority contained in sec- 
tions 101 and 704 of this Act.” 


AUTHORITY TO REQUISITION AND CONDEMN 


Seo. 102. (a) Title II of the Defense Production Act of 1950 is amended by 
adding to the heading thereof the words “AND CONDEMN”. 

(b) The first sentence of subsection (b) of section 201 of the Defense Pro- 
duction Act of 1950 is amended by striking out the word “title” and inserting in 
lieu thereof the word “section”. 

(c) Title II of the Defense Production Act of 1950 is furthre amended by 
adding at the end thereof the following new subsection: 

“Sec. 202. Whenever the President deems it necessary in the interest of national 
defense, he may acquire by purchase, donation, or other means of transfer, or 
may cause proceedings to be instituted in any court having jurisdiction of such 
proceedings to acquire by condemnation, any real property, including facilities, 
temporary use thereof, or other interest therein, together with any personal 
property located thereon or used therewith, that he deems necessary for the 
national defense, such proceedings to be in accordance with the Act of August 
1, 1888 (25 Stat. 357), as amended, or any other applicable Federal statute. Upon 
or after the filing of the condemnation petition, immediate possession may be 
taken and the property occupied, used, and improved for the purpose of this Act, 
notwithstanding any other law. Property acquired by purchase, donation, or other 
means of transfer may be occupied, used, and improved, for the purposes of 
this section prior to the approval of title by the Attorney General as required by 
section 355 of the Revised Statutes, as amended.” 
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EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


“Sec. 108. (a) Section 808 of such Act is amended to read as follows: 
“Sec. 808. (a) To assist in carrying out the objectives of this Act, the President 
may make provision (1) for purchases of or commitments to purchase metals, 
minerals, and other materials, for Government use or resale; and (2) for the 
encouragement of exploration, development, and mining of critical and strategic 
minerals and metals: Provided, however, That purchases for resale under this 
subsection shall not include that part of the supply of an agricultural commodity 
which is domestically produced except insofar as such domestically produced 
supply may be purchased for resale for industrial uses or stockpiling, and no 
domestically produced agricultural commodity purchased under this subsection 
shall be sold at less than the established ceiling price for such commodity, or, 
if no ceiling price has been established, the higher of the following: (i) the 
current domestic market price for such commodity, or (ii) the minimum sale 
price established for agricultural commodities owned or controlled by the Com- 
modity Credit Corporation as provided in section 407 of Public Law 439, Bighty- 
first Congress. 

“(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to 
the limitations of existing law, for such quantities, and on such terms and con- 
ditions, including advance payments, and for such periods, as the President deems 
necessary, except that purchases or commitments to purchase involving higher 
than established ceiling price (or if there be no established ceiling prices, cur- 
rently prevailing market prices) or anticipated loss on resale shall not be made 
unless it is determined that supply of the materials could not be effectively in- 
creased at lower prices or on terms more favorable to the Government, or that 
such purchases are necessary to assure the availablity to the United States of 
overseas supplies. 

“(c) If the President finds— 

“(1) that under generally fair and equitable ceiling prices for any material, 
there will result a decrease in supplies from high-cost sources of such ma- 
terial, and that the continuation of such supplies is necessary to carry out 
the objectives of the Act: or 

“(2) that under ceilings on products resultiny from the processing of 
agricultural commodities, including livestock. which allow a generally fair 
and equitable margin for such processing, certayp high-cost processors will 
be unable to maintain production, and that continued supplies from such 
processors are necessary to carry out the objectives of the Act; or 

“(3) that an increase in cost of production, distribution, or transportation 
is temporary in character and threatens to impair maximum production or 
supply in any area at stable prices of any materials, 

he may make provision for subsidy payments on any domestically produced 
material in such amounts and in such manner (including purchases of such 
material and its resale at a loss without regard to the limitations of existing 
law), and on such terms and conditions, as he determines to be necessary to 
insure that supplies from such high-cost sources or processors are continued, 
or that maximum production or supply in such area, at stable prices of such 
materials is maintained, as the case may be. 

“(d) The procurement power granted to the President by this section shall 
include the power to transport and store, and have processed and refined, any 
materials procured under this section. 

“(e) When in his judgment it will aid the national defense, the President is 
authorized (1) to acquire by purchase, donation, condemnation, or other means 
of transfer any real property, including facilities, or other interests therein, 
and to erect and construct plants, factories, and other industrial facilities for 
the purposes of manufacturing, producing, and processing materials necessary 
to the national defense and to engage in the marketing, transportation, and 
storage of such materials; (2) to install additional equipment, facilites, and 
processes in, and to construct additions and improvements to, plants, factories, 
and other industrial facilities owned by the United States Government; (3) 
to operate, lease, license or otherwise arrange for the use by others of such 
plants, factories, and industrial facilities; and (4) to install Government-owned 
equipment, facilities, and processes in plants, factories, and other industrial 
facilities owned by private persons. To the fullest extent the President deems 
practicable, a fair charge shall be made for the use of others by Government- 
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owned property, facilities, and processes under the authority of this subsection, 
in order to reimburse the Government for the cost incurred by it.” 

*(b) Subsection (a) of section 304 of the Defense Production Act of 1950 is 
amended by striking out the words “other than” and inserting in lieu thereof 
the word “including.” 

(c) The presently designated subsection (b) of section 304 of the Defense 
Production Act of 1950 is amended by striking out the period at the end of the 
first sentence and inserting in lieu thereof the following: “plus such additional 
amounts as may be fixed from time to time in appropriation Acts.” 

(d) Section 304 of the Defense Production Act of 1950 is further amended 
by redesignating subsection (b) as subsection (c), by striking out the presently 
designated subsection (c) and by inserting the following new subsection: 

“(b) Any corporation created under this section— 

(1). shall have the power to sue and be sued, but any litigation involv- 
ing such corporation shall be subject to the provisions of section 706 (b) 
of this Act; to acquire, hold, and dispose of property; to use its revenues; 
to determine the character of and necessity for its obligations and expend- 
itures and the manner in which they shall be incurred, allowed, paid, and 
accounted for subject to laws specifically applicable to Government corpora- 
tions ; and to exercise such other powers as may be necessary or appropriate 
to carry out the purposes of such corporation ; 

“(2) shall have its powers set out in a charter, which shall be published 
in the Federal Register, and all amendments to which shall be similarly 
published ; 

“(3) shall not have succession beyond the limitation contained in section 
716 of this Act, unless its life is extended beyond such date pursuant to Act 
of Congress; and 

“(4) shall be subject to the Government Corporation Control Act to the 
same extent as wholly owned Government corporations listed in section 101 
of the said Act: Provided, however, That the requirements of said Act for 
the transmittal of a budget program to the Congress shall take effect with 
respect to the first fiscal year commencing more than three months after the 
creation of such corporation.” 


PRICE AND WAGE STABILIZATION 


Sec. 104. (a) Paragraph (3) of subsection (d) of section 402 of the Defense 
Production Act of 1950 is amended by striking out the third sentence and insert- 
ing in lieu thereof the following sentences: “Whenever a ceiling has been estab- 
lished under this title with respect to any agricultural commodity, or any com- 
modity processed or manufactured in whole or in substantial part therefrom, 
the President, from time to time, shall adjust such ceiling in order to make 
appropriate allowances for substantial reduction in merchantable crop yields, 
unusual increases in costs of production, and other factors which result from 
hazards occurring in connection with the production and marketing of such 
agricultural commodity. In establishing, maintaining, or adjusting a ceiling 
under this title, the President shall consider as being included in the price - 
received by producers of any agricultural commodity any payments made under 
the authority of section 303 of this Act in connection with that commodity to or 
for the benefit of such producers.” 

(b) Paragraph (3) of subsection (d) of section 402 of the Defense Produc- 
tion Act of 1950 is further amended by striking out the last sentence and insert- 
ing in lieu thereof the following sentences: “Whenever the Secretary of Agri- 
culture finds that the minimum ceiling prices prescribed herein to producers for 
milk used for distribution as fluid milk in any marketing area not under a mar- 
keting agreement or order issued under the Agricultural Marketing Agree- 
ment Act of 1937, as amended, are not reasonable in view of the price of 
feeds, the available supplies of feeds, and other economic conditions which 
affect the market supply and demand for milk and its products in any such 
marketing area, he shall determine such price as he finds will reflect 
such factors, insure a sufficient quantity of pure and wholesome milk, and 
be in the public interest, and no ceiling price shall be below the price so deter- 
mined. For the purposes of this subsection the parity price of any agricultural 
commodity as of any date shall be the parity price of such commodity as of the 
beginning of the then current marketing year or season for the commodity, 
except that in the event that the marketing year or season then current com- 
menced prior to June 1, 1951, such parity price as of any date during such year or 
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season shall be the parity price for the commodity published by the Secretary 
of Agriculture on May 29, 1951. The marketing year or season for a commodity 
shall be determined by the Secretary of Agriculture; and, in the case of a comn- 
modity which the Secretary determines is not marketed on a marketing year or 
season basis, shall be the calendar year.” 

(c) Paragraph (v) of subsection (e) of section 402 of the Defense Production 
Act of 1950 is amended to read as follows: 

“(v) Rates charged by any common carrier or other public utility whose pro- 
posed increase in any rate or charge is subject to control by a Federal, State, 
municipal, or other public regulatory authority exercising jurisdiction to approve 
or disapprove proposed increases in such rates-or charges: Provided, That no 
such common carrier or other public utility shall at any time after the President 
shall have issued any stabilization regulations and orders under subsection (b) 
make any increase in any rate or charge, whether by change in rate, fare, charge, 
rule, classification, regulation, or otherwise, unless on or before the date on which 
it files with a regulatory authority an application for, or a proposal which will 
result in, such an increase, or not less than thirty days before such increase is 
to become effective, whichever date is earlier, it notifies the President, or such 
agency as he may designate, and consents to the timely intervention by such 
agency before the governmental authority having jurisdiction to consider such 
increase: And provided further, That the President may provide by regulation 
exemptions from the notice and consent to intervention requirements contained 
in this paragraph upon a finding that such action will not be inconsistent with 
the effectuation of the purposes of this title.” 

(d) Section 404 of the Defense Production Act of 1950 is amended by striking 
out the period at the end thereof and inserting in lieu thereof the following: 
**, including representatives of businessmen, farmers, workers, and consumers.” 

(e) Subsection (a) of section 405 of the Defense Production Act of 1950 is 
amended by adding at the end thereof the following: “The President shall also 
prescribe the extent to which any payment made, either in money or property, by 
any person in violation of any such regulation, order, or requirement shall be 
disregarded by the executive departments and other governmental agencies in 
determining the costs or expenses of any such person for the purposes of any 
other law or regulation, including bases in determining gain for tax purposes.” 

(f) Subsection (a) of section 409 of the Defense Production Act of 1950 is 
amended to read as follows: 

(a) Whenever in the judgment of the President any person has engaged or 
is about to engage in any acts or practices which constitute or will constitute a 
violation of any provision of section 405 of this title, he may make application to 
any district court of the United States or any United States court of any Terri- 
tory or other place subject to the jurisdiction of the United States for an order 
enjoining such acts or practices, or for an order enforcing compliance with such 
provision, and upon a showing by the President that such person has engaged or 
is about to engage in any such acts or practices a permanent or temporary 
injunction, restraining order, or other order, with or without such injunction 
_ or restraining order, shall be granted without bond.” 

(g) The second sentence of subsection (c) of section 409 of the Defense 
Production Act of 1950 is amended by striking out the words “but in no event 
shall such amount exceed the amount of the overcharge, or the overcharges, 
plus $10,000,”. 

(h) Section 409 of the Defense Production Act of 1950 is further amended by 
adding at the end thereof the following new subsections : 

“(d) The President shall also prescribe the extent to which any payment 
made by way of fine pursuant to subsection (b) of this section 409, or any payment 
made to the United States or to any buyer in compromise or satisfaction of any 
liability or of any right of action, suit, or judgment, authorized pursuant to sub- 
section (c) of this section 409 for selling any material or service, in violation 
of a regulation or order providing a ceiling or ceilings, shall be disregarded by 
the executive departments and other governmental agencies in determining the 
costs or expenses of any such person for the purposes of any other law or 
regulation. 

“(e) Whenever in the judgment of the President such action is necessary or 
proper in order to effectuate the purposes of this Act, and to assure compliance 
with and provide for the effective enforcement of any price regulation or order 
issued or which may be issued under section 402, he may by regulation or order 
issue to or require of any person or persons subject to any price regulation or 
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order issued under section 402, a license as a condition of selling or delivering any 
material or service with respect to which such price regulation or order is 
applicable, It shall not be necessary for the President to issue a separate license 
for each material or for each price regulation or order with respect to which a 
license is required. No such license shall contain any provision which could 
not be prescribed by regulation, order, or requirement under section 402: Pro- 
vided, That no such license may be required as a condition of selilng or distribu- 
ting (except as waste or scrap) newspapers, periodicals, books or other printed 
or written material, or motion pictures, or as a condition of selling radio or tele- 
vision time: Provided further, That no license may be required of any farmer 
as a condition of selling or delivering any agricultural commodity produced by 
him, and no license may be required of any fisherman as a condition of selling 
or delivering any fishery commodity caught or taken by him: Provided further, 
That in any case in which such a license is required of any person, the President 
shall not have power to deny to such person a license to sell or deliver any 
material or service, unless such person already has such a license to sell or 
deliver such material or service, or unless there is in effect under subsection (f) 
of this section with respect to such person an order of suspension of a previous 
license to the extent that such previous license authorized such person to sell 
or deliver such material or service. 

“(f) Whenever in the judgment of the President a person has violated any 
of the provisions of a license issued under this section, or has violated any of 
the provisions of any price regulation, order, or requirement under section 402, 
which is applicable to such person, a warning notice shall be sent by registered 
mail to such person. If the President has reason to believe that such person 
has again violated any of the provisions of such license, regulation, or order 
after receipt of such warning notice, the President may petition any court of 
competent jurisdiction for an order suspending the license of such person for 
any period of not more than twelve months. ‘ If any such court finds that such 
person has violated any of the provisions of such license, regulation, or order 
after the receipt of such warning notice, such court shall issue an order sus- 
pending the license to the extent that it authorizes such person to sell or deliver the 
material or service in connection with which the violation occurred, or to 
the extent that it authorizes such person to sell or deliver any material or service 
with respect to which a regulation or order issued under section 402 is applicable ; 
but no such suspension shall be for a period of more than twelve months, and if 
the defendant proves that the violation in question was neither willful nor the 
result of failure to take practicable precautions against the occurrence of the 
violation, no suspension shall be ordered or directed. Within thirty days after 
the entry of the judgment or order of any court either suspending a license, or 
dismissing or denying in whole or in part the President’s petition for suspension, 
an appeal may be taken from such judgment or order in like manner as an appeal 
may be taken in other cases from a judgment or order of a State, Territorial, 
or Federal court, as the case may be. ,Upon good cause shown, any such order 
of suspension may be stayed by the appropriate court or any judge thereof in 
accordance with the applicable practice; and upon written stipulation of the 
parties to the proceedings for suspension, approved by the trial court, any such 
order of suspension may be modified, and the license which has been suspended 
may be restored, upon such terms and conditions as such court shall find 
reasonable. Any such order of suspension shall be affirmed by the appropriate 
appellate court if, under the applicable rules of, law, the evidence in the record 
supports a finding that there has been a violation of any provision of such 
license, regulation, order, or requirement. after receipt of such warning notice. 
No proceedings for suspension of a license, and no such suspension, shall confer 
any immunity from any other provision of this Act. 

“(g) The term ‘court of competent jurisdiction’ as used in this section shall 
mean any Federal court of competent jurisdiction regardless of the amount in 
controversy and any State or Territorial court of competent jurisdiction.” 

Sec. 105. The Defense Production Act of 1950 is amended by inserting imme- 
diately after title IV thereof the following new title IV—A: 


“TITLE IV-A—RENT STABILIZATION 


“Sec. 451. The Congress recognizes that there is an acute shortage of housing, 
particularly rental housing, in many parts of the country; further, that in order 
to achieve effective stabilization it is necessary to control rents of housing and 
of business accommodations as well as prices and wages. It is, therefore, the 
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intention of Congress, in order to effectuate the purposes of sections 2 and 401 
of this act, to provide necessary authority to stabilize rents for housing and 
business accommodations and to prevent speculative, unwarranted, and abnormal 
increases in rent for such accommodations, and to prevent unwarranted evictions 
from such accommodations. 

“Sec, 452. (a) The President (notwithstanding the provisions of any other 
law except provisions hereafter enacted expressly referring to this subsection) 
is hereby authorized to establish and maintain maximum rents which in his 
judgment are generally fair and equitable and will effectuate the purposes of 
this title, making adjustments for such relevant factors as he shall determine 
and deem to be of general applicability in respeet to such accommodations or 
any class of such accommodations, for the use or occupancy of housing accom- 
modations in any rent control area as follows: | 

“(1) For housing accommodations, in any rent control area or portion thereof, 
which had a maximum rent in effect under the Housing and Rent Act of 1947, 
as amended, immediately prior to the effective date of this title, the maximum 
rent shall be the maximum rent in effect on that date: Provided, however, That 
such individual and general adjustments in such maximum rents as he shall 
deem appropriate shall be made to compensate landlords for increases in costs 
of operation and maintenance since the maximum rent date in the rent control 
area, for which they have not been previously compensated. 

“(2) For housing accommodations, in any rent control area or portion thereof, 
which had no maximum rent in effect under the Housing and Rent Act of 1947, as 
amended, immediately prior to the effective date of this title, the President may 
establish maximum rents giving due consideration to the rents prevailing for 
such housing accommodations or comparable housing accommodations during the 
period from May 24 to June 24, 1950: Provided, however, That no consideration 
shall be given to increases in rents after January 25, 1951. 

“(b) The President may make such individual and general adjustments in- 
creasing or decreasing any maximum rents on housing accommodations estab- 
lished under this title, in any rent control area or any portion thereof, or with 
respect to any housing accommodations or any class of housing accommodations 
within any such area or any portion thereof, as may be necessary to remove 
hardships or to correct other inequities, or further to carry out the purposes 
and provisions of this title: Provided, however, That in the case of an individual 
adjustment increasing a maximum rent, the landlord certifies that he is main- 
taining all services required under this title at the time of application for adjust- 
ment and that he will continue to maintain such services so long as the 
adjustment in such maximum rent which may be granted continues in effect. 

““(c) In order to help assure fair adjustments for tenants and small landlords, 
the President is authorized and directed to designate for every rent control area 
an officer whose function shall be to assist tenants and small landlords by— 

“(A) informing them concerning the conditions under which rent adjust- 
ments may be obtained; 

“(B) helping in the preparation of applications for rent adjustments ; 

“(C) providing them with such other information and services as may 
be necessary and appropriate. 

“(d) Nothing in this title shall be interpreted or construed to prohibit, in 
the case of any rental agreement hereafter entered into, the demand, collection, 
or retention of a security deposit, if said deposit does not exceed the rent for 
one month in addition to the otherwise authorized collection of rent in advance 
if the demand, collection, or retention of such a security deposit was an accepted 
rental practice prior to June 24, 1950, in the area in which the premises are 
located, or was customarily required before that date by the same landlord in 
the renting of the particular housing accommodations involved, and if the tenant 
is allowed, under the terms of the rental agreement, to occupy the premises for 
the period covered by the security deposit without further payment of rent. 

“(e) The President, upon recommendation of a local advisory board, or upon 
his own initiative, is hereby authorized to remove any or all maximum rents, 
in any rent control area or portion thereof, or with respect to any class of 
housing accommodations in any such area or portion thereof, whenever in his 
judgment it is no longer necessary, to effectuate the purposes of this title, to 
continue maximum rents in such area or portion thereof or with respect to 
such class of housing accommodations. Any action taken by the President under 
this subsection shall not affect his authority to reestablish maximum rents under 
this section. 
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“(f) Except as otherwise specifically provided, as used in this title— 

“(1) The term ‘housing accommodations’ means any building, structure, or 
part thereof, or land appurtenant thereto, or any other real or persona] property 
rented or offered for rent for living or dwelling puposes (including houses, 
apartments, hotels, rooming-or boarding-houses accommodations, and other prop- 
erties used for living or dwelling purposes) together with all privileges, services, 
furnishings, furniture, and facilities connected with the use or occupancy of such 
property. ; 

“(2) The term ‘controlled housing accommodations’ means housing accom- 
modations on which a maximum rent is in effect under this title in any rent 
control area. 

“(3) The term ‘rent control area’ means any area in the United States, its 
Territories and possessions, in which rents for housing accommodations were 
controlled under the Housing and Rent Act of 1947, as amended, immediately 
prior to the effective date of this title (which were known as defense-rental 
areas) and any other area designated by the President as an area where, in his 
judgment, rent stabilization may be or is necessary to effectuate the purposes of 
this title or defense activities have resulted or threaten to result in an increase 
in the rents for rental accommodations inconsistent with the purposes of this 
title. 

“(4) The term ‘rent’ means the consideration, including any bonus, benefit or 
gratuity demanded or received for or in connection with the use or occupancy of 
housing accommodations, or the transfer of a lease of housing accommodations. 

“Sec. 453. (a) The Congress recognizes that, since rent is a substantial compo- 
nent in the cost of doing business, there is a direct relationship between the sta- 
bilization of prices and wages and the stabilization of commercial rents. Since 
the impact of increases in commercial rents on the stabilization program is of 
vital importance to small-business enterprises, it is the intention of the Congress 
that the authority conferred by this section shall be exercised with particular 
emphasis for the protection of independent small-business enterprises. 

“(b) Whenever in the judgment of the President rents for business accommo- 
dations in any rent control area have increased or threaten to increase above 
the rents generally prevailing upon such date as he deems appropriate, but in 
no event earlier than June 24, 1950, and in his judgment the stabilization of such 
rents is necessary or proper in order to effectuate the purposes of this title, or to 
promote the national defense, the President may establish maximum rents for 
such accommodations which in his judgment are generally fair and equitable 
and will effectuate the purposes of this title, and which take inte account adjust- 
ment for such relevant factors as he shall determine and deem to be of general 
applicability in respect to such accommodations or any class of such accommoda- 
tions. 

“(c) The President may make such individual and general adjustments in- 
creasing or decreasing any maximum rents on business accommodations estab- 
lished under this section, in any rent-control area or any portion thereof, or with 
respect to any business accommodations or any class of business accommodations 
within any such area or any portion thereof, as may be necessary to remove 
pee or to correct other inequities, or further to carry out the purposes of 
this title. 

“(d) Whenever the President shall have exercised the powers under subsection 
(b) of this section, the provisions of sections 454, 458, and 459 of this title shall 
apply with full force and effect to this section, to business accommodations and 
maximum rents under this section, and to any rule, regulation, order or require- 
ment issued under this section. 

“(e) As used in this section— 

“(1) The term ‘business accommodations’ means any building, structure, or 
part thereof, or land appurtenant thereto, to any other real property rented or 
offered for rent for other than living or dwelling purposes, together with all 
privileges, services, furnishings, furniture, fixtures, equipment, and facilities 
connected with the use or occupancy of such property, except that the term shall 
not include property used solely for agricultural purposes. 

“(2) The term ‘rent’ means the consideration, including any bonus, benefit, 
or gratuity demanded or received for or in connection with the use or occupancy 
of business accommodations, or the transfer of a lease of business accommo- 
dations. 

“Sec. 454. (a) The President is authorized and directed to create local advisory 
boards or to continue in existence local advisory boards created under the 
Housing and Rent Act of 1947, as amended, in any rent control area or portion 
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thereof in which rents of housing accommodations are being regulated under 
this title. The President shall, whenever in his judgment there is need therefor, 
create or continue in existence such local advisory boards in any rent control area 
or portion thereof in which rents for housing accommodations are not being 
regulated under this title. Each such board shall consist of not less than five 
members who are citizens of the area and who, insofar as practicable, as a 
group are representative of the affected interests in the area, to be appointed by 
the President from recommendations made by the respective governors : Provided, 
That in any case where the governor has made no recommendation for original 
appointments to local advisory boards or appointments to fill vacancies within 
thirty days after request therefor (subsequent to the effective date of this title) 
the President shall without such recommendations appoint the original members 
of such boards or such members as may be required to fill vacancies. Nothing 
in the foregoing provisions shall require the reappointment of present members 
of local advisory boards, but any change in membership of any local advisory 
board shall be effectuated as promptly as may be practicable after the need for 
appointment shall arise. 

“(b) Such boards may make such recommendations to the President as to 
housing accommodations within their jurisdiction as they may deem advisable 
with respect to the establishment, reestablishment, continuation, or removal of 
maximum rents, general adjustments of maximum rents, and operations generally 
of local rent offices (including recommendations for changes in the regulations, 
operating procedures and recommendations as to rent adjustments in individual 
cases). The President shall give due consideration to the recommendations of 
local advisory boards, and if in his judgment such recommendations effectuate 
the purposes of this title, he shall promptly take measures to place such recom- 
mendations in effect. 

“(ce). The President shall furnish the local advisory boards suitable office 
space, stenographic assistance, and reporting services for public hearings (in- 
cluding attendance fees) and shall make available to such boards any records and 
other information in the possession of the President with respect to the estab- 
lishment and maintenance of maximum rents and housing accommodations in 
the respective rent control areas which may be requested by such boards. 

“Sec. 455. (a) At any time within six months after the effective date of any 
regulation or within sixty days of the effective date of any order relating to rent 
control under this title, or in the case of new grounds arising after the effective 
date of any such regulation relating to rent control, within six months after 
such new grounds arise, any person subject to any provision of such regulation 
or order may, in accordance with regulations to be prescribed by the President, 
file a protest specifically setting forth objections to any such provision and 
affidavits or other written evidence in support of such objections. Statements 
in support of any such regulation or order may be received and incorporated in 
the transcript of proceedings at such times and in accordance with such regula- 
tions as may be prescribed by the President. Within a reasonable time after the 
filing of any protest under this section, but in no event more than thirty days 
after such filing, the President shall either grant or deny such protest in whole 
or in part, notice such protest for hearing, or provide an opportunity to present 
further evidence in connection therewith. In the event that the President denies 
any such protest in whole or in part, he shall inform the protestant of the grounds 
upon which such decision is based and of any economic data and other facts of 
which the President has taken official notice. 

“(b) In the administration of this title, the President may take official notice 
of economic data and other facts, including facts found by him as a result of 
action taken under section 705 of this Act. 

“(c) Any proceedings under this section may be limited by the President to 
the filing of affidavits, or other written evidence and the filing of briefs. Any 
protest filed under this section shall be granted or denied by the President, or 
granted in part and the remainder of it denied within a reasonable time after 
it is filed. Any protestant who is aggrieved by undue delay on the part of 
the President in disposing of his protest may petition the Emergency Court of 
Appeals for relief; and such court shall have jurisdiction by appropriate order 
to require the President to dispose of such protest within such time as may be 
fixed by the court and if the President does not act finally within the time fixed 
by the court, the protest shall be deemed to be denied at the expiration of that 

riod. 

USEC. 456. As to any person aggrieved by the denial or partial denial of his 
protest by an order issued on or after the effective date of this title section 408 
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of this Act shall apply, except that for the purposes hereof the references in 
section 408 to sections 407, 409, and 706. shall mean sections 455, 457, and 458, 
respectively, and the term ‘price controls’ shall mean ‘rent controls’. 

“Sec. 457. (a) Any person who demands, accepts, receives, or retains any 
payment of rent in excess of the maximum rent prescribed under the provi- 
sions of this title, or any regulation, order or requirement thereunder, shall be 
liable to the person from whom such payment is demanded, accepted, received, 
or retained (or shall be liable to the United States as hereinafter provided) for 
reasonable attorney’s fees and costs as determined by the court, plus liquidated 
damages in the amounts of (1) $50, or (2) not more than three times the amount 
by which the payment or payments demanded, accepted, received, or retained 
exceed the maximum rent which could lawfully be demanded, accepted, received, 
or retained, as the court in its discretion may determine, whichever in either 
ease may be the greater amount: Provided, That the amount of such liquidated 
damages shall be the amount of the overcharge or overcharges if the defendant 
proves that the violation was neither willful nor the result of failure to take 
practicable precautions against the occurrence of the violation. 

“(b) Any person who unlawfully evicts a tenant shall be liable to the person 
so evicted (or shall be liable to the United States as hereinafter provided) for 
reasonable attorney’s fees and costs as determined by the court, plus liquidated 
damages (calculated on a monthly basis) in the amounts of (1) one menth’s 
rent or $50, whichever is greater, or (2) not more than three times such monthly 
rent, or $150, whichever is greater: Provided, That the amount of such liquidated 
damages shall be the amount of one month’s rent or $50, whichever is greater, 
if the defendant proves that the violation was neither willful nor the result 
of failure to take practicable precautions against the occurrence of the violation. 

“(c) Suit to recover liquidated damages as provided in this section may be 
brought, notwithstanding any other provisions of this Act, in any Federal 
court of competent jurisdiction regardless of the amount involved, or in any 
State or Territorial court of competent jurisdiction, within one year after 
the date of violation: Provided, That if the person from whom such payment 
is demanded, accepted, received, or retained, or the person wrongfully evicted, 
either fails to institute an action under this section within thirty days from 
the date of the occurrence of the violation or is not entitled for any reason to 
bring the action, the United States may settle the claim arising out of the 
violation or within one year after the date of violation may institute such 
action. If such claim is settled or such action is instituted, the person from 
whom such payment is demanded, accepted, received, or retained, or the per- 
son wrongfully evicted, shall thereafter be barred from bringing an action 
for the same violation or violations. For the purpose of determining the amount 
of liquidated damages to be awarded to the plaintiff in an action brought under 
subsection (a) of this section, all violations alleged in an action under said 
subsection (a) which were committed by the defendant with respect to the 
plaintiff prior to the bringing of such an action shall be deemed to constitute 
one violation and, in such action under subsection (a) of this section, the amount 
demanded, accepted, received, or retained in connection with such one violation 
shall be deemed to be the aggregate amount demanded, accepted, received, or 
retained in connection with all such violations. A judgment for damages or 
on the merits in any action under either subsection (a) or (b) of this section 
shall be a bar to any recovery under the same subsection of this section in any 
other action against the same defendant on account of any violation with respect 
to the same person prior to the institution of the action in which such judgment 
was rendered. 

“Sec. 458. (a) (1) It shall be unlawful for any person to demand, accept, receive, 
or retain any rent for the use or occupancy of any controlled housing accommo- 
dations in excess of the maximum rent prescribed under this title, or otherwise 
to do or omit to do any act, in violation of this title, or of any regulation or order 
or requirement under this title, or to offer, solicit, attempt, or agree to do any 
of the foregoing. 

“(2) It shall be unlawful for any person to evict, remove, or exclude, or cause 
to be evicted, removed, or excluded any tenant from any controlled housing accom- 
modations in any manner or upon any grounds except as authorized or permitted 
by the provisions of this title or any regulation, order, or requirement thereunder, 
and any person who lawfully gains possession from a tenant of any controlled 
housing accommodations, and thereafter fails fully to comply with such require- 
ments or conditions as may have been imposed for such possession by the pro- 
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visions of this title or any regulation, order, or requirement thereunder, shall 
also be deemed to have unlawfully evicted such tenant and shall be liable to such 
tenant, or to the United States, as provided in this title. It shall also be unlawful 
for any person to remove or attempt to remove from any controlled housing ac- 
commodations the tenant or occupant thereof or to refuse to renew the lease or 
agreement for the use of such accommodations, because such tenant or occupant 
has taken, or proposes to take, action authorized or required by this title or any 
regulation, order, or requirement thereunder. 

“(b) Any person who willfully violates any provision of this title, or any regu- 
lation, order, or requirement issued thereunder, shall, upon conviction thereof, 
be subject to a fine of not more than $5,000 or to imprisonment for not more than 
one year, or both such fine and imprisonment. “Whenever the President has 
reason to believe that any person is liable for punishment under this subsection, 
he may certify the facts to the Attorney General, who may, in his discretion, 
cause appropriate proceedings to be brought. 

“(c) Whenever in the judgment of the President any person has engaged or is 
about to engage in any acts or practices which constitute or will constitute a 
violation of any provision of section 458 of this title, he may make application to 
any Federal court of competent jurisdiction regardless of the amount involved, or 
to any State or Territorial court of competent jurisdiction, for an order enjoining 
such acts or practices, or for an order enforcing compliance with.such provision, 
and upon a showing by the President that such person has engaged or is about 
to engage in any such acts or practices a permanent or temporary injunction, 
restraining order, or other order, with or without such injunction or restraining 
order, shall be granted without bond. 

“Sec. 459. Whenever in the judgment of the President such action is necessary 
or proper in order to effectuate the purposes of this title, he may, by regulation 
or order, regulate or prohibit speculative or manipulative practices or renting 
or leasing practices (including practices relating to recovery of the possession ) 
in connection with any controlled housing accommodations, which in his judg- 
ment are equivalent to or are likely to result in rent increases inconsistent with 
the purposes of this Act. 

“Sec. 460. The President shall administer the authority contained in this 
title through the new independent agency created pursuant to section 408 of this 
Act. 

“Sec. 461. Nothing in this title shall be construed to require any person to 
offer any accommodations for rent. 

“Sec. 462. While maximum rents are in effect under this title with respect to 
rental accommodations in any rent control area, such rental accommodations 
shall not be subject to rent control by any State or local government. 

“Sec. 468. As to offenses committed or rights or liabilities incurred prior to 
the termination of this title, the provisions of this title and regulations, orders, 
and requirements thereunder shall be treated as still remaining in full force for 
the purpose of sustaining any proper suit, action, or prosecution with respect 
to any such right, liability, or offense, notwithstanding the termination of this 
title in accordance with section 716 of this Act.” 


CONTROL OF CREDIT 


Sec. 106 (a) Paragraph (1) of subsection (d) of section 602 of the Defense 
Production Act of 1950 is amended by striking out the first two sentences and 
inserting in lieu thereof the following sentence: “ ‘Real estate construction credit’ 
means any credit which (i) is wholly or partly secured by, (ii) is for the pur- 
pose of purchasing or carrying, (iii) is for the purpose of financing, or (iv) in- 
volves a right to acquire or use, any real property or any construction thereon 
whether existing or proposed.” 

(b) Section 603 of the Defense Production Act of 1950 is amended to read as 
follows: 

“Sec. 603. Any person who willfully violates any provision of section 601, 
602, or 605-or any regulation or order issued thereunder, upon conviction thereof, 
shall be fined not more than $5,000 or imprisoned not more than one year, or 
both.” ‘ 

(ec) Section 605 of the Defense Production Act of 1950 is amended by adding 
at the end thereof the following sentence: “Subject to the provision of this sec- 
tion with respect to preserving the relative credit preferences accorded to vet- 
erans under existing law, the President may require lenders or borrowers and 
their successors and assigns to comply with reasonable conditions and require 
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ments, in addition to those provided by other laws, in connection with any loan 
of a type which has been the subject of action by the President under this sec- 
tion. Such conditions and requirements may vary for classifications of persons 
or transactions as the President may prescribe, and failure to comply therewith 
shall constitute a violation of this section.” 

(d) Title VI of the Defense Production Act of 1950 is amended by striking out 
the heading “CONTROL OF CONSUMER AND REAL ESTATE CREDIT” and 
inserting in lieu thereof the heading “CONTROL OF CREDIT”; by striking out 
the subheading “THIS TIPLE AUTHORIZES THE REGULATION OF CONSUMER CREDIT AND 
REAL ESTATE CONSTRUCTION CREDIT ONLY” and inserting in lieu thereof the sub- 
heading “Sustirte A—CoNSUMER AND REAL EstaTe CreEpit”; and by adding to 
such title at the end thereof the following new subtitle: 


“SustirLeE B—ComMMoOpDITY SPECULATION 


“Seo, 611. The Commodity Exchange Act, as amended (42 Stat. 998; 49 Stat. 
1491 ; 52 Stat. 205; 54 Stat. 1059), is further amended by inserting at the end of 
section 4a the following: 

“(5) (A) Whenever the President determines that the nature or extent of spec- 
wlative trading on boards of trade causes or threatens to cause sudden or unrea- 
sonable fluctuations or unwarranted changes in the price of any commodity, he 
may prescribe rules and regulations governing the margain to be required with 
respect to the speculative purchase or speculative sale of any such commodity for 
future delivery, or the maintenance of a speculative position in any such commod- 
ity for future delivery, on or subject to the rules of any board of trade, whether 
or not designated as a contract market under section 5 of this Act: Provided, That 
no such rule or regulation shall be applicable to bona fide hedging transactions. 

“(B) It shall be unlawful for any person to buy or sell, or accept orders for the 
purchase or sale of any such commodity for future delivery, subject to the rules of 
any board of trade, or maintain or carry a position resulting from such purchase 
or sale, unless margin funds or securities are deposited and maintained in com- 
pliance with the rules and regulations promulgated under this paragraph (5). 
The provisions of paragraph (4) of this section, insofar as they relate to futures 
commission merchants, shall not apply to the requirements of this paragraph (5). 
No floor broker shall be deemed to have violated this paragraph (5) with respect 
to any transaction in connection with which he has acted solely in the capacity of 
floor broker. 

“(C) All money, securities, or property deposited as margin shall be handled 
by the person receiving such margin in compliance with the requirements of sec- 
tion 4d (2), regardless of whether such person is a futures commission merchant 
as defined in this Act and, for the purpose of this provision, the term ‘contract 
market’, as used in section 4d (2) shall be deemed to mean board of trade. 

“(D) It shall be unlawful for any person to engage in soliciting or accepting 
orders for the purchase or sale of any commodity for future delivery on any 
board of trade, whether or not such board of trade is designated as a contract 
market, unless such person shall keep a record in writing showing the date, the 
parties to such contracts and their addresses, the commodity covered and its. 
price, the terms of delivery, and the amount and kind of margin deposited. 
Such record shall be kept for a period of three years from the date of the trans- 
action and shall at all times be open to the inspection of any representative of any 
agency of the United States designated for the purpose by the President. 

“(E) For the purpose of this paragraph (5) the term ‘commodity’ shall mean, 
in addition to those commodities specifically mentioned in section 2 (a) of this 
_ Act, any other agricultural or forest product or byproduct. 

“(F) For the efficient execution of the provisions of this paragraph (5), the 
provisions of section 21 of the Securities Exchange Act of 1934 (48 Stat. 899), 
as amended, are made applicable to the jurisdiction, powers, and duties of the 
President in administering and enforcing the provisions of this paragraph (5) 
and to any person subject thereto. 

“(G) Sections 4a and 4i of the Act are extended and made applicable to any 
commodity as defined in (E) above, and’ for the purposes of this subparagraph 


(5) the term ‘contract market’ as used in sections 4a and 4i shall be deemed to 
mean board of trade.” 


GENERAL PROVISIONS 


Sec. 107. The table of contents of the Defense Production Act of 1950 is 
amended by striking out “Authority to requisition” and inserting in lieu thereof 
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“Authority to requisition and condemn”; by inserting immediately below “Title 
IV. Price and wage stabilization.” the following: “Title IV-A. Rent stabiliza- 
tion.” ; and by striking out “Control of .consumer and real estate credit” and in- 
serting in lieu thereof “Control of credit”. 

Sec. 108. (a) Subsection (a) of section 708 of the Defense Production Act 
of 1950 is amended by striking out the second sentence and inserting in lieu 
thereof the following sentence: “The President is authorized to appoint heads 
and assistant heads of any such new agencies, and other officials therein of com- 
parable status, and to fix their compensation, without regard to the Classification 
Act of 1949, as amended, the head of one such agency to be paid at a rate com- 
parable to the compensation paid to the heads of executive departments of the 
Government, and other such heads, assistant heads, and officials at rates com- 
parable to the compensation paid to the heads and assistant heads of independent 
agencies of the Government.” 

(b) Section 705 of the Defense Production Act of 1950 is amended by redesig- 
nating subsections (d) and (e) as subsections (f) and (g), respectively, and by 
inserting the following new subsections: 

“(d) The President is authorized to obtain, by regulation or otherwise, from 
any person such information as he may deem necessary and appropriate for 
measuring the adequacy of existing legislative and administrative provisions for 
the national defense and developing recommendations for any changes in or 
additions to such provisions. 

“(e) Whenever the President deems such action to be in the interest of the 
national defense, he may, while this Act is in effect, dispense with any of the 
statistical work in which any executive department or establishment, by another 
provision of law, is directed to engage.” 

(c) Subsection (a) of section 706 of the Defense Production Act of 1950 Is 
amended by striking out the last eight words thereof and inserting in lieu 
thereof the following: “or other order, with or without such injunction or re- 
straining order, shall be granted without bond”. 

(d) Subsection (b) of section 706 of the Defense Production Act of 1950 is 
amended by striking out the first two sentences and inserting in lieu thereof 
the following sentences: “Except as otherwise provided in this Act, the district 
courts of the United States and the. United States courts of any Territory or 
other place subject to the jurisdiction of the United States shall have exclusive 
jurisdiction of violations of this Act or any rule, regulation, order, or subpena 
thereunder, and of all civil actions under this Act to enforce any liability or 
duty created by, or to enjoin any violation of, this Act or any rule, regulation, 
order or subpena thereunder, regardless of the amount in controversy. Any 
criminal proceeding on account of any such violation may be brought in any dis- 
trict in which any part of any act, failure to act, or transaction constituting the 
violation occurred.” 

(e) Section 710 of the Defense Production Act of 1950 is amended by adding 
at the end thereof the following new subsection : 

“(f) The President, when he deems such action necessary, may make pro- 
vision for the printing and distribution of reports, in such number and in such 
manner as he deems appropriate, concerning the actions taken to carry out the 
objectives of this Act.” 

(f) Section 716 of the Defense Production Act of 1950 is amended by striking 
out subsections (a) and (b), by redesignating subsections (c) and (d) as sub- 
sections (b) and (c), respectively, and by inserting the following new subsection : 

“(a) This Act and all authority conferred thereunder shall terminate at the 
close of June 30, 1953.” 


TITLE II—MISCELLANEOUS 


Sec. 201. The Housing and Rent Act of 1947, as amended, is hereby repealed, 
except that as to offenses committed, or rights or liabilities incurred, prior to such 
repeal, the provisions of said Act and regulations, orders, and requirements 
thereunder shall be treated as still remaining in full force for the purpose of 
sustaining any proper suit, action, or prosecution with respect to any such right, 
liability, or offense. The President shall administer the powers, duties, and 
functions under this section through the new independent agency created pursuant 
to section 403 of the Defense Production Act of 1950. The President may provide 
for the transfer to the new independent agency created pursuant to section 
403 of the Defense Production Act of 1950 of any of the functions, records, prop- 
erty, personnel, and unexpended balances of appropriations, allocations, and other 
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funds of the Office of the Housing Expediter. Any employees of the Office of the 
Housing Expediter not so transferred shall unless transferred to other positions in 
the Government be separated from the service. The President shall make such 
provisions as he shall deem appropriate for the termination and liquidation of 
the affairs of the Office of the Housing Expediter and until such action is taken 
by the President, the Office of the Housing Expediter shall be continued. For 
the purposes of determining the status of employees transferred to the agency 
administering functions provided for in this Act, and in the Defense Production 
Act of 1950, as amended by this Act, they shall be deemed to be transferred in 
connection with a transfer of functions. 

Sec. 202. (a) The President shall administer the powers, functions, and 
duties under this section; and for the purpose of exercising such powers, func- 
tions, and duties the President may delegate any power or authority conferred 
upon him by this section to any officer or agency of the Government and he may 
authorize such redelegations by that officer or agency as the President may deem 
appropriate. 

(b) Section 215 of the Independent Offices Appropriation Act, 1946 (59 Stat. 
106, 134), and section 213 of the Independent Offices Appropriation Act, 1947 (60 
Stat. 60, 81), are hereby repealed. Any allocations made or committed, or prior- 
ities granted for the delivery, of any housing materials or facilities under any 
regulation or order issued under the authority contained in Public Law 3388, 
Seventy-ninth Congress, and before the date of enactment of this Act with respect 
to veterans of World War II, their immediate families, and others, shall remain 
in full force and effect. 

(c) In order to assure preference or priority to persons who at any time 
during the effective period of this Act are serving, or have since September 16, 
1940 served, in the active military or naval forces of the United States (here- 
inafter referred to in this section as veterans) or their families— 

(1) no housing accommodations designed for single-family residence, the 
construction or conversion of which has been completed since June 30, 1947, 
shall be offered for sale or resale, or sold or resold, to persons other than 
veterans or their families, unless such housing accommodations have been 
publicly offered for sale exclusively to veterans or their families (a) during 
the period of construction or conversion and for thirty days thereafter, prior 
to a sale or offering for sale to such nonveterans, and (b) for a period of 
seven days prior to a resale, or an offering for resale, to such nonveterans; 
and 

(2) no housing accommodations designed for occupancy by other than 
transients, the construction or conversion of which has been completed since 
June 30, 1947, shall be offered for rent or rerent, rented or rerented to per- 
sons other than veterans or their families, unless such housing accommoda- 
tions have been publicly offered for rent exclusively to veterans or their 
families (a) during the period of construction or conversion and for thirty 
days thereafter, prior to a first renting or offering for rent to such non- 
veterans, and (b) for a period of seven days prior to a subsequent renting, 
or offering for rent, to such nonveterans; and 

(3)no housing accommodations designed for single-family residence, the 
construction or conversion of which has been completed since June 30, 1947, 
shall be offered for sale or resale, or sold or resold, to any person at a price 
less than the price for which it had been last offered for sale to veterans 
or their families for at least seven days: Provided, however, That in no event 
shall the public offering period to veterans or their families total less than 
thirty days in any first or origina] sale as required by paragraph (1) of this 
subsection ; and 

(4) no housing accommodations designed for occupancy by other than 
transients, the construction or conversion of which has been completed since 
June 30 ,1947, shall be offered for rent or rerent, or rented or rerented, to 
any person at a price less than the price for which it had been last offered for 
rent to veterans or their families for at least seven days: Provided, however, 
That in no event shall the public offering period to veterans or their families 
total less than thirty days in any first or original renting as required by 
paragraph (2) of this subsection. 

(d) As used in this section— 

(1) The term “person” shall include an individual, corporation, partnership, 
association or any other organized group of persons, or a representative of any 
of the foregoing. 
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(2) The term “housing accommodations” shall include, without limitation, 
and building, structure, or part thereof, or land appurtenant thereto, or any real 
or personal property, designed, constructed, or converted for dwelling or resi- 
dential purposes, together with all privileges, services, or facilities in connec- 
tion therewith; industrially made or prefabicated houses, sections, panels, or 
their aggregate as a “package” designed or constructed for dwelling or resi- 
dential purposes; and a certificate, deposit, membership, stock interest, or un- 
divided interest in real estate, under a cooperative mutual ownership or similar 
plan, which carries with it the right of occupancy of individual dwelling units. 

(e) The President is authorized to issue regulations and orders prescribing 
the manner in which such housing accommodatiens shall be publicly offered in 
good faith for sale or rent to veterans or their families and such other regula- 
tions or orders as he may deem necessary in the public interest to effectuate the 
provisions of this section. The President is further authorized to grant such 
exceptions to the provisions of this section for persons engaged in national de- 
fense activities and for hardship cases as he may deem appropriate. 

(f) Any person who willfully violates any provisions of this section shall, 
upon conviction thereof, he subject to a fine of not more than $5,000 or to im- 
prisonment for not more than one year, or to both such fine and imprisonment. 
Whenever the President has reason to believe that any person is liable for 
punishment under this subsection, he may certify the facts to the Attorney 
General, who may, in his discretion, cause appropriate proceedings to be brought. 

(g) This section shall cease to be in effect at the close of June 30, 1953, or at 
such earlier time as the Congress by concurrent resolution or the President by 
proclamation may designate or upon the date that the President proclaims that 
the protection to veterans or their families provided by this section is no longer 
needed, whichever date is the earlier, except that as to offenses committed, or 
rights or liabilities incurred, prior to such termination date, the provisions of 
this section and regulations and orders issued thereunder shall be treated as still 
remaining in force for the purpose of sustaining any proper suit, action, or 
prosecution with respect to any such right, liability, or offense. 

(h) If any provisions of this section or the application of such provision to 
any person or circumstances shall be held invalid, the remainder of the pro- 
visions and the application of such provisions to persons or circumstances other 
than those as to which it is held invalid shall not be affected thereby. 


(The statement of the chairman follows :) ‘ 


The Banking and Currency Committee is opening hearings this morning on 
S. 1397. This bill provides for an extension of the Defense Production Act which 
was passed by the Congress last year and which became public law when signed 
by the President on September 8. In addition to extending the act, this bill 
also contains many amendments and some substantial new provisions. 

S. 1897 was introduced by me as chairman of the committee. This is not 
my bill. I introduced it by request so that a bill might be formally referred 
to this committee in order that these hearings might be held prior to the expira- 
tion of all this authority on June 30. 

There are provisions in this bill which the record will show that I have 
opposed consistently in the past. In this bill, for example, rent control is pro- 
posed to be added to the provisions of the Defense Production Act. One of 
the sections in the rent-control title would include commercial properties. So 
far as my personal feeling is concerned, I do not care to even consider this 
provision. That, however, will be left to the discretion of the members of the 
committee. I do not feel that sufficient thought or study has been given to 
this proposal to warrant its enactment at this time. 

If the President cares to appoint a special group to look more thoroughly into 
the necessity for rent control on commercial properties, I would be happy to 
cooperate. Or if this committee would like to designate a special subcommittee 
to go into the problem, I would not object. I simply do not feel that we can 
obtain sufficient facts and evidence in this short time to enable us to consider 
such a proposal intelligently. 

While I believe that some form of rent control is essential in certain con- 
gested defense areas, I could not go along with any across-the-board rent controls. 

There is also a proposal in this bill which would affect the parity formula 
on agricultural commodities, and. as I have stated, I am opposed to tampering 
in any way with the established parity provisions for agricultural products. 
When this bill was under consideration last fall, I stated at that time, and 
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have repeated many times since, that any basic change in the parity formula 
is a matter for the consideration of the Committee on Agriculture. Should 
the chairman of the Senate Agriculture Committee make such a request, I would 
consider myself duty bound to invite the chairman and any members of the 
Agriculture Committee to sit with this committee in any consideration of such 
a change. 

I cite these proposals merely as examples of what we bave ahead of us between 
now and June 30. 

It is my understanding that there has been some talk of simply extending the 
present law for 1 year. In my opinion, such a step would be fatal to many 
businesses in this country. The hardships which would be imposed under the 
present authority would be so severe that many firms could not possibly survive. 

Look at what happened last year. On July 19, 1950, I introduced the bill 
known as the Defense Production Act of 1950. This committee held hearings 
beginning on July 24. We were in almost constant session—many times well 
into the night—in an effort to expedite action on legislation which we recognized 
at that time to be of vital concern to every American. With the splendid 
cooperation of the committee members on both sides of the aisle, I reported that 
legislation to the Senate on August 7, 1950. 

A similar bill was passed in the House of Representatives on August 10. The 
Senate acted on August 21. Following day and night sessions, the conferees 
agreed, and the Defense Production Act of 1950 was passed by both the House 
and the Senate on September 1. The act was approved and became Public Law 
774 on September 8. 

Then what happened? Nothing. 

I would like to repeat for the record an excerpt from a statement I made on 
January 2, 1951: 

“Four months have now passed since the enactment of this bill which gave 
to the President complete and broad authority to institute a program of prior- 
ities and allocations for materials and facilities. The authority also extended 
to requisitioning materials and facilities, providing financial assistance for 
expansion of productive capacity and supply, providing for price and wage 
stabilization, the settlement of labor disputes and the strengthening of controls 
over credit. Under this authority and by these measures the President was 
directed to facilitate the production of goods and services necessary for the 
national security. 

“Now, let’s see what has happened. Prices have continued to spiral upward 
until they have reached an all-time high on the standard-of-living index which 
is kept by the Bureau of Labor Statistics. Labor unions have forced wages ever 
higher. Critical materials have again slipped under the counter into the black 
market. Fly-by-night firms are again entering the picture and hoarding scarce 
items and materials, diverting them from normal business channels and seriously 
affecting the production of goods for both the civilian and military market. 

“This must not be allowed to continue. We are dealing in human lives. We 
are dealing in the security of our Nation. We are juggling, with butterfingers, 
the future of our way of life. 

“The time has come for firm, positive action. I hope it is not too late. We 
have had enough of pussyfooting and kowtowing. Our very lifeblood depends 
now on swift, mailed-fist determination. We must sacrifice luxuries and soft 
living. Business as usual must take a back seat until we have forever repelled 
the constant threat of invasion and internal disruption.” 

It was not until January 25 that some positive action was finally taken. Then 
it was too late. It was impractical then, and now it is impossible, to use the 
base periods which were established in the Defense Production Act of 1950. 
Too much has happened. The changes have been too great. 

The recent meat order is a perfect example of the inequities which can now 
be created under the present law. I have just released to the press a memo- 
randum which sets forth clearly the conditions facing feeders, slaughterers, and 
distributors of meat. There will be more said about this on next Tuesday when 
we have Mr. Johnston and Mr. DiSalle before the committee. 

This new act must either be one with guts or we may as well forget it right 
now and not waste the time of the committee or the other Members of Congress 
who have so much trouble getting to their many meetings as it is because of 
their many duties and responsibilities. , 
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Any sane man realizes that it is impossible to allow wage increases and higher 
production costs, and roll back retail prices. 

I have heard charges made against farmers and all producers of foodstuffs 
and agricultural commodities until it makes me sick. 

The answer, in my opinion, is a very simple one. In fact it is so simple that 
the agencies and departments of Government are too often primarily concerned 
with a grab for additional authority and power. 

It has been the experience of the Joint Committee on Defense Production that 
the various agencies are not sufficiently informed of the needs and requirements 
of other departments and agencies. 

For example, there seems to be no concrete idea of the actual needs of the 
Department of Defense. Until such needs are made known in clear, concise 
terms, it is, of course, impossible for other agencies to even maintain, much less 
increase, production of goods for civilian requirements. ‘i 

In my opimion, the only answer to high prices, black markets, gray markets, 
and shortages is an ever-increasing volume of production. If the prevailing 
interests want to continue their fight to raise wages and increase production 
costs at the expense of other segments of the national economy which provides 
the market for our productive capacity, then let them go ahead. They. will end 
up with nothing but high wages and black markets. 

The Cuamman. Mr. Wilson, will you please identify yourself for 


the record. 


STATEMENT OF CHARLES E. WILSON, DIRECTOR OF DEFENSE 
MOBILIZATION; ACCOMPANIED BY HERBERT A. BERGSON, GEN- 
ERAL COUNSEL; AND MATTHEW HALE, ON LOAN FROM DEPART- 
MENT OF COMMERCE 


Mr. Witson. My name is Charles E. Wilson, Director of Defense 
Mobilization. 

Mr. Bereson. Herbert A. Bergson, General Counsel of the Office of 
Defense Mobilization and Matthew Hale, of the Office of Defense 
Mobilization, on loan from the Department of Commerce. 

The Cuarman. Will you please proceed, Mr. Wilson, in your own 
way. 

Mr. Wurson. Thank you, Mr. Chairman. 

We are all aware of the increasing menace to the United States and 
to every free nation in the world, the menace of the men in the Krem- 
lin who are scheming to bring the entire population of the globe under 
their domination. 

The attack last June in Korea eliminated the last doubt that the 
Soviet rulers would risk war to achieve their ends. The United Na- 
tions, and this Nation, responded with vigorous action. 

In the United States we responded in two ways. We supplied the 
leadership for the United Nations’ forces in the Korean fighting. At 
home, we launched a great program of building our economic and mil- 
itary strength, a program that was planned to extend over a period of 
several years and to proceed at a rapid pace. 

The Congress passed a number of basic laws to make this program 
possible. It passed huge appropriation acts. It adopted new tax 
measures. And it enacted a law which provides the basic powers un- 
derlying the mobilization effort, the Defense Production Act of 1950. 

I am appearing today to urge the extension of the defense Produc- 
tion Act for 2 years, until June 30, 1953. 

Nothing has occurred since last autumn which throws any doubt 
upon the foresight of the Congress when it authorized the defense 
production program. A genuine settlement between the free world 
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and the Soviet Union does not appear to be appreciably nearer. The 
entrance of the Chinese into the Korean fighting is additional evidence 
that the Soviet leaders have not changed their ultimate aims. The sit- 
uation in southeast Asia, in Iran, and in eastern Europe is far from 
stabilized. 

I have just returned from talking with General Eisenhower and 
other Americans who are working with our Europeans allies in build- 
ing the defenses of those gravely exposed and vulnerable countries. I 
can report to you General Eisenhower’s complete conviction that we 
must proceed at full speed with this great cooperative endeavor. 

I can tell you that he feels that each week as we increase our strength 
we diminish by that much the chance that Russia will attack us. He is 
swinging magnificently into the formation of an army for freedom and 
he urges upon us the production for freedom. He feels, as I do, that 
it would be criminal to mass an army of men without an army of wea- 
pons. I can assure you that the European countries, which suffer from 
many handicaps which we do not face, are doing and will do their share 
in this endeavor. 

We cannot even think of turning back from the long-term defense 
moilization program that we have undertaken. 

As we continue this effort, we will need the powers of the Defense 
Production Act even more in the future than we have needed them thus 
far. The defense program has not yet had anywhere near its maxi- 
mum impact on the economy. The greatest scarcities of materials, and 
hence the greatest need for controlling the flow and use of these 
materials, are yet tocome. Similarly, the greatest pressures on prices 
and wages—the most serious threat of inflation—will be felt some 
months from now. 


EXPANSION OF PRODUCTION 


The authority for priorities and allocations, and for price and wage 
controls, is in the Defense Production Act. 

With an extension of that act until June 30, 1953, and with the con- 
tinuing cooperation of all of our people, I believe that within 2 years 
we will be able to achieve economic strength sufficient to maintain 
military production at high levels and at the same time resume the 
normal expansion our supplies of civilian goods. We can then take 
another look at the powers granted by the Defense Production Act and 
see which may still be needed and which can be dispensed with. Mean- 
while, we need not only an extension of that act but also certain 
amendments which I shall discuss later. 

In expanding production under the Defense Production Act our 
first step was to formulate a program. This program calls for the 
immediate production of the weapons of war and supporting equip- 
ment required for our forces in Korea, for our expanded forces at 
home and in Europe, and for military aid to our allies. It is also 
directed toward providing some reserves of supplies and equipment 
toward building the productive power that will make possible an im- 
mediate and rapid expansion of military output in the event of war. 
In addition, we are increasing our basic industrial capacity to support 
high levels of both military and civilian production later in the de- 
fense period or, if necessary, to support a full-scale war. 

An essential part of the production program is a maximum output 
of agricultural products, both for consumption and for industrial 
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und military use. Our defense mobilization programs take into ac- 
count the great importance of production on the farm as well as in 
the factory. 

Our next major step was to guide the defense effort through the 
contract stage into production. This phase of the program is well 
under way and the military is now placing contracts at a rapid rate. 
Since January of this year orders have been placed at the rate of a 
billion dollars or more a week. We have obligated for military pro- 
curement more than $27,000,000,000 and by.July 1, 1952, we shall have 
obligated an additional $57,000,000,000. This, of course, does not 
mean that the tanks, guns, and airplanes are rolling off the production 
lines at that rate. There is an unavoidable 4 time between the 
placing of a contract and the actual receipt of the goods. As our pro- 
duction speeds up we shall have a very rapid increase in military end 
items. 

The third and most important step, then, is to speed up defense 
production. This requires the development of new skills, the erection 
of new plants, and the production of new machinery. It also re- 
quires a temporary reduction of nondefense output. It is, therefore, 
necessary to curtail the nondefense use of scarce materials and allo- 
cate them to defense uses. This is being done by the National Pro- 
duction Authority and other agencies under title I of the Defense 
Production Act. 

We and our allies are faced with world shortages of many of the 
materials of modern warfare. To the extent possible, we are striving 
to increase the production of basic materials but for some commodities 
we are almost wholly dependent on foreign ores, supplies of which 
cannot be increased rapidly. Low-grade aman ores are being de- 
veloped as a supplement to foreign ores and to the limited domestic 
supplies of high-grade ores. 

This problem is recognized in title III of the Defense Production 
Act which makes provision for guaranteed purchase contracts. Con- 
tracts are now being made, and are a particularly important aid to the 
development of high-cost mines which can operate only with such 
assurances. We have also established revolving funds for the im- 
port and resale of natural rubber and tin. Pool orders have been 
placed for machine tools so that they will be available for the pro- 
duction of defense materials. 

Other aids to increased defense production contained in title III 
include guaranties of loans made to defense contractors by private and 
public financing institutions. These loans have been made primarily 
for working capital in order to aid performance under specific defense 
contracts. Direct loans may also be made under title III for the ex- 
pansion of capacity, the development of technological processes and 
the exploration, mining, and purchase of strategic metals and miner- 
als. 

The Office of Defense Mobilization has established general policies 
designed to coordinate these aids to production. Under these policies 
the Defense Production Administration is taking the necessary steps 
to program expansion on a uniform basis in each field. 

In the process of mobilization we are seeking to hold dislocations to 
a minimum and thereby avoid throwing hundreds of thousands of men 
out of work. So far, temporary unemployment during the conversion 
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period has been slight. cere ieee effort cannot be 100 per- 
cent successful and there are and will be dislocations in some areas. 

We are seeking to obtain the maximum utilization of small business 
in defense production. Toward this end the Defense Production Ad- 
ministration has announced a program designed to enable small busi- 
ness to make the greatest possible contribution. This program is 
designed to encourage private contractors to subcontract to small 
firms to the fullest possible extent. To inform small business of Gov- 
ernment needs, we are making available to over 5,000 cooperating 
offices throughout the country, such as chambers of commerce, trade 
organizations, and the like, a regular list of defense contracts. In 
order to marshal community resources to aid small business in the 
mobilization effort, at our suggestion 22 States have already organized 
commissions or have delegated small-business duties to existing organ- 
izations. 


STABILIZATION 


Although the production program has progressed well under the 
Defense Feadnstion Act, I cannot be quite as optimistic concerning 
inflation. The price inflation we have suffered since Korea arose 
largely from psychological factors. But the inflationary pressures 
coming up are not purely psychological. They are very real, arising 
from the full impact of the production program. 

When more and more money is bidding for the same or a lesser 
amount of goods and services, pressure on prices is generated. If 
prices were permitted to rise, wages would follow, then prices again 
and then wages. The only real answer to this problem is to balance 
supply and demand. Since we cannot achieve the balance by increasing 
civilian production immediately, we must reduce the excess purchas- 
ing power. 

The President has emphasized the central importance of a fair 
and adequate tax program to meet this problem. I wholeheartedly 
endorse this recommendation. 

In attacking excess purchasing power, we must also encourage 
savings and reduce credit. In the latter field, much of what we are 
doing rests upon title VI of the Defense Production Act. The down 
payment required for certain consumer durables has been increased, 
and the time within which the balance had to be paid has been short- 
ened. Easy credit for new homes has also been restricted, and credit 
terms on commercial construction were tightened. 

We have also imposed direct price and wage controls under title 
IV in order to keep the lid on inflation. The General Ceiling Price 
Regulation was issued on January 26. The action taken was to meet 
an emergency, so that prices would not run away with us. Immedi- 
ately after the freeze we started to adjust inequities and directed some 
roll-backs. Among the orders designed to accomplish this, the gen- 
eral manufacturers’ order, just published by the Office of Price Stabili- 
zation, establishing new ceiling prices for some 75,000 industrial firms, 
should have a positive and favorable effect. This order requires manu- 
facturers to roll back those prices which were increased excessively 
after Korea. 

A basic price policy has been formulated by the Economic Siabiliza- 
tion Agency forbidding price increases if profits in an industry are 
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above the level set in the excess-profits-tax law, namely, 85 percent 
of profits of the best 3 years in the 4-year period of 1946-49. If an 
industry’s profits are higher than this 85 percent, cost increases will 
have to be absorbed. 

The price spiral has been slowed. In contrast to the rapid price in- 
creases that occurred between Korea and the date of the general 
freeze, prices have been fairly steady since that time. 

In stabilizing wages, just as in stabilizing prices, all the inequities 
existing at the time the action was taken were frozen by the wage 
order. - The Wage Stabilization Board proceeded to make some modi- 
fications relating to compliance with minimum wage laws, promo- 
tions, transfers, and the like. Thereafter, the problem of adjust- 
ments for those who had not participated in wage increases during 
1950 was considered. Differences of opinion over this issue resulted 
in discontinuance of the operation of the Board. On the recommenda- 
tion of the National Advisory Board on Mobilization Policy a new 
18-man Wage Board has been established by the President. It is 
hoped that through the cooperative efforts of labor and management 
this Board will effectively meet the problems of wage stabilization. 

It is clear that the Defense Production Act has provided an efficient 
and indispensable mechanism for carrying out the basic objectives of 
the mobilization program. The flexibility provided generally 
throughout the Act has enabled us, as the Congress anticipated, to 
adapt necessary orders and regulations to the complex and intricate 
economy of the country with a minimum of dislocation and incon- 
venience. 

We have accomplished much in the 8 months since the enactment 
of the Defense Production Act, and there is much still to be accom- 
plished before we can relax. It has not been easy for any one, and it 
will not be any easier in the future. We have all worked harder, and 
for longer hours. We have all paid higher taxes. Wages have been 
stabilized. Prices have been controlled. Many manufacturers have 
had to change from their chosen lines of business to defense pro- 
duction. 

These things have not been pleasant. No one has enjoyed doing 
them. But until our security has been assured, we cannot relax; we 
cannot slacken our efforts. On the contrary, we must continue and 
even intensify them. Failure to do so would endanger the very life 
of the Nation. 

The President has therefore requested the Congress to extend the 
Defense Production Act to June 30, 1953, and to make a number of 
improvements in.the act. A bill containing the proposed extension 
and amendments has been introduced and has been referred to this 
committee. 


AMENDMENTS 


There are certain areas in which amendments of major significance 
are required. I strongly urge the adoption of these amendments 
which will be of considerable aid in attaining the long-range goals 
of our mobilization program and in reaching the stage where in- 
creased production will make unnecessary the controls imposed by 
the program. There are also a number of minor provisions which 
appear desirable either to clarify or to aid in more effective operations 
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under the act. All the amendments are in the bill now before your 
committee. 


Among the more important amendments relating principally to 
production are those concerning : 

1. The broadening in certain limited areas of the procurement 
authority contained in title IIL; 

2, Additional limited domestic subsidies to meet production objec- 
tives within the framework of the stabilization program; 

3. Authority for the construction of defense plants by the Govern- 
ment, and for the installation of Goyernment-owned facilities and 
processes in privately owned plants; and 

4. Substitution of a provision for additional borrowing authority 
through the customary annual appropriations procedure in lieu of 
the present limitation in appropriation authority. 

7 important changes concerning stabilization are: 

. Those relating to administrative difficulties in the imposition of 
vite ceilings on agricultural commodities ; 

2. A clarification of the present exemption for common carriers and 
public utilities ; 

. Additional powers for the enforcement of price orders; 

4. Authority to stabilize residential and commercial rents; 

5. Extension of credit controls to existing housing; and 

6. Control of commodity speculation. 


AMENDMENTS CONCERNING PRODUCTION 


In order to increase production necessary for our defense effort the 
Government is authorized under title III of the Defense Production 


Act to enter into certain procurement contracts, and to install equip- 
ment in Government-owned or privately owned plants. Under section 
303, raw materials may be purchased by the Government for its own 
use or for resale. There are instances, however, where it may be 
necessary to purchase materials in a more advanced stage of produc- 
tion, such as sheet metal or extrusions. It is not entirely clear that 


the term “raw materials,” used in section 303, is broad enough to 


cover these items. To meet this Pree, we believe the procurement 
authority of 303 (a) should not be limited to raw materials. 

An additional change in the procurement authority, contained in 
section 303, is required i in order to remove the present prohibition on 
the importation of agricultural commodities for purposes other than 
stockpiling or industrial uses. It may be necessary for the Govern- 
ment to purchase agricultural commodities for purposes other than 
stockpiling or industrial use. In addition, the resale of imported 
agricultural commodities at a loss should be permitted when the price 
in the world market would add to the inflationary pressures in the 
domestic economy. This broadened authority should be available 
to us on a stand-by basis should our mobilization program require 
such action. 

The second major amendment concerns our request for authority 
to pay limited domestic subsidies to meet production and st eae ion 
objectives. These subsidies relate to three important areas: (1) Pro- 
duction from high-cost sources, (2) high-cost processing of agricul- 
tural commodities, and (3) temporary increases in the cost of pro- 
duction, distribution, or transportation. 
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During this period in which the success of our mobilization program 
depends upon increased production and the maintenance of a sound 
economy, we must assure the continued flow of necessary materials 
at prices which will not add to the inflationary pressures. ‘The author- 
ity to pay subsidies for continued production from high-cost sources 
will be a substantial aid to the fulfillment of our mobilization goals. 

The amendment also provides that the President may authorize 
subsidies to high-cost processors of agricultural commodities if he 
finds— “ 
that under ceilings on products resulting from the processing of agricultural 
commodities, including livestock, which allows a generally fair and equitable 
margin for such processing, certain high-cost processors will be unable to main- 
tain production, and that continued supplies from such processors will be unable 
to maintain production, and that continued supplies from such processors are 
necessary to carry out the objectives of the act. 

Processors whose costs of operation are greater than the average 
of their industry may find themselves in a “squeeze” between the prices 
they must pay farmers and ceilings imposed on their end products. 
Nevertheless, their high-cost production may be needed during these 
times to meet military and essential civilian requirements. This 
subsidy authority would provide the means for maintaining produc- 
tion objectives consistent with our efforts to stabilize the cost of agri- 
cultural products, particularly meat. It would be applied on a limited 
basis and only if the continued production of these os ie processors 
is found to be necessary in the general mobilization program. 

The third type of subsidy authority would enable the President to 

make subsidy payments if he finds— 
that an increase in cost of production, distribution, or transportation is tempo- 
rary in character and threatens to impair maximum production or supply in 
any area at stable prices of any materials. 
This authority is required to protect our economy from the temporary 
increases in costs resulting from the needs of the mobilization program. 
Authority similar to this was used effectively during World War II in 
maintaining steel production at high levels within the framework of 
the stabilization program by compensating for extra transportation 
costs required to ship essential iron ore by rail during the winter 
months. 

The ability to prevent inflationary pressures by these means while 
maintaining necessary production would offer significant assistance 
in achieving our dual production and stabilization objectives. I want 
to make it absolutely clear that there proposals for subsidy aid to 
producers can be used only in those cases where necessary defense 
production would otherwise be lost or interefered with. 

The next amendment would authorize Government construction of 
defense plants and the installation of Government-owned facilities 
and processes in privately owned plants. 

As I have already indicated, we are relying upon private investment 
to provide the industrial expansion required to meet our mobilization 
objectives. Under existing law we are able to encourage this ex- 
pansion through guaranteed loans, direct loans, Government pur- 
chase commitments, tax amortization certificates, and installation of 
Government-owned equipment in plants, factories, and other indus- 
trial facilities owned by private persons. However, there are certain 
kinds of military production in which individuals do not wish to 
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invest. In some instances, it is exceedingly difficult to procure the 
necessary facilities without making commitments which involve high 
cost to the Government and practically no risk to the investor. 

Moreover, private capital, even with the maximum incentives, is 
frequently unwilling or unable to locate new plants in strategic loca- 
tions which necessarily involve such economic disadvantages as to 
make the plants useless to them under normal competitive conditions. 
For these reasons, the Government should be authorized to construct 
and operate defense plants as was the case during World War II. 
This authority would be utilized only in those comparatively few 
instances where private industry would not or could not undertake 
expansions at reasonable terms in the national interest. 

e have experienced difficulty with the present authority to install 
Government-owned equipment in private plants, particularly in the 
case of refinery equipment and similar industrial processes. I, there- 
fore, recommend that the authority be broadened to include the in- 
stallation of facilities and processes. This authority would provide 
additional assurance that the requirements of the mobilization pro- 
gram can be met effectively. 

As a further aid to production, it is recommended that authority 
be granted for the establishment of Government corporations with the 
powers generally attributed to corporations engaged in business-type 
operations. This authorization is important since the established busi- 
nesses with whom such Government programs would deal are familiar 
with the powers and types of commitments which corporations of this 
type make. If the Government is to carry out its missions effectively 
in essentially commercial fields, I believe it should be able to do so with 
the maximum degree of efficiency. 

I also recommend the removal of the specific limitation in the act 
on ee and the provision relating to direct appropriations. 
Instead there should be substituted a provision making funds available 
through annual appropriations for the revolving fund already estab- 
lished under the act. The act cameey 4 authorize $600 million in 
borrowing authority and $1.4 billion in direct appropriations for the 
expansion of productive capacity and supply under title ITI. There 
is currently pending before the Congress a request for an additional 
$1 billion in borrowing authority to meet these needs. As it is very 
difficult to estimate the exact sum which will be required to implement 
our production objectives during the next 2 years, it is recommended 
that the present ceiling on appropriations be removed and that the 
amounts available be establiched by annual appropriations actions. 


The revolving fund is the most efficient method of accounting for the 
many operations involving purchases, resales,, and contingent reserves 
in carrying out the provisions of title III and is preferable to direct 
sa gg ER 

hese are the important — necessary to equip the Government 


with the a. tools effectively to meet our immediate and long- 
range production goals. 


AMENDMENT CONCERNING STABILIZATION 


We must stabilize our economy if we are to build a strong defense. 
Failure to take vigorous action on this front would seriously hamper 
the procurement of guns, tanks, and other essential military equip- 
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ment. It would cripple our economy, which is the backbone not only 
of our industrial but particularly of our military might. 

The first amendment in this area relates to the imposition of price 
ceilings on agricultural commodities. The Defense Production Act 
provides that ceilings may not be imposed on an agricultural com- 
modity below the parity price for that commodity or the highest price 
prevailing between May 30 and June 30, 1950, whichever is higher. 
The use of the parity concept in this provision is sound and should be 
retained under present circumstances. ~ 

However, this requirement presents serious administrative difficul- 
ties. Parity is computed on a monthly basis and may fluctuate con- 
siderably each month. Thus, a ceiling cannot be imposed with any 
degree of permanency -— an agricultural commodity, the price 
of which is at or just above parity. In ‘these situations a ceiling 
which had been imposed one month would have to be removed the 
following month if parity should rise. 

In order to facilitate administration of the present requirement in 
the law, it is proposed that for stabilization purposes, the parity price 
of an agricultural commodity shall be the parity price which existed 
at the beginning of the marketing season or year for that commodity. 
This revision would enable the Office of Price Stabilization to es- 
tablish for an agricultural commodity which had reached parity a 
ceiling which would be stable the remainder of the marketing season. 
This additional degree of stability would enable processors and dis- 
tributors of agricultural commodities to plan ahead with a greater 
degree of assurance. The parity price for the commodity would be 
recomputed at the beginning of the next marketing season and would 
reflect any changes in parity which might have occurred in the in- 
terim. , 

This proposal retains the congressional intent that parity be used 
as a measure of the fair share of the national income which the farmer 
should receive. It adopts a procedure which is similar to that’ fol- 
lowed in the Government price-support program for agricultural 
commodities under which the support price is announced at the be- 
ginning of the marketing season or year and is fixed at that level for 
the entire period. 

Under this revision prices below parity are still free to move up to 
parity before ceilings may be imposed. There are a considerable num- 
ber of commodities in that category, but it is my hope that through 
expanded agricultural production and effective stabilization of the 
farmers’ operating costs, further inflationary pressures will not force 
the prices of agricultural commodities anak: 

The act also prescribes the procedure by which the Secretary of 
Agriculture establishes fair prices on fluid milk in areas not under 
agricultural marketing agreements. The present procedure requires 
the nomprtatiye of a parity price for each such area and the mainte- 
nance of a prescribed ratio. Carrying out this requirement has proved 
most difficult and could result in the maintenance of ceiling prices 
considerably above those prevailing in areas under marketing agree- 
ments. I, therefore, recommend the proposed amendment which 
would result in the application of uniform standards determining 
prices of fluid milk in all areas. 

One other change is proposed in the section of the bill dealing with 
price ceilings on agricultural commodities. Under the subsidy au- 
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thority I have recommended, some subsidy payments may be made 
to high-cost producers of agricultural commodities to assure con- 
tinuance of necessary production or te producers who have expe- 
rienced temporary dislocation. It is, therefore, proposed that these 
payments be considered together. with the market price received by 
farmers to ascertain whether they have received the parity price for 
a commodity. If the market price and the Government subsidy are 
equivalent to the parity price, it would seem fair that the return to 
the farmer be limited to the parity price. 

I also believe that the present exemption for public utilities and 
common carriers should be modified. The act now provides that the 
price-control authority shall not be exercised with respect to the rates 
charged by common carriers and public utilities. This exemption 
was based upon the assumption that these rates were subject to the 
supervision of Federal, State, or local regulatory bodies and that 
adequate protection would thus be accorded the interests of 
consumers of such property or services. However, there are a number 
of instances in which the rates of public utilities and common carriers 
are not subject to public supervision. It therefore appears desirable 
to revise the act to make it clear that the exemption applies only to 
those carriers or utilities whose proposed increase in any rate or 
charge is subject to the control of a public regulatory authority. In 
addition, the present requirement of notification and consent to 
Government intervention in the case of proposed increases should 
be amended so that notice and consent to intervention are required 
in all cases whether or not the property or services in question are to 
be offered for resale or directly to the public. 

Additional amendments are also required to strengthen the en- 
forcement of the price-stabilization program. It is recommended 
that the Government be authorized to prescribe the extent to which 
payments in violation of price-control regulations may be disregarded 
in determining business costs for tax and other purposes. This revi- 
sion would provide authority similar to that already in the act with 
respect to payments made in violation of wage-stabilization regula- 
tions. 

In order to clarify issues which have arisen out of past price-control 
litigation, the act should provide clearly that amounts paid in com- 
promise or satisfaction of price violations may not be included as busi- 
ness costs for tax and other purposes. Furthermore, the present ceil- 
ing on damages for price violations of $10,000 plus the amount of over- 
charge in the case of price violations should be deleted. This limita- 
tion favors the large-scale violator who may risk price violations, 
secure in the knowledge that if apprehended, his civil financial loss 
cannot exceed the amount of the overcharge plus $10,000. 

Finally, there is need under title IV for an effective administrative 
enforcement procedure which can be invoked quickly. Licensing 
authority similar to that accorded price-control agencies in World 
War IT should be made available as.a means of dealing with the con- 
sistent price violator. Adequate judicial review of the exercise of 
this authority should be provided so that effective price-control en- 
forcement will not unduly encroach upon individual rights. 

An amendment which I believe to be particularly important pro- 
vides authority to-stabilize residential and commercial rents. 


83762—51—pt. 1——3 
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To achieve a stabilized economy, residential rents must be main- 
tained at a fair and steady level. Under the act, we are imposing 
limitations on the wages that the worker can earn. We must there- 
fore place ceilings on the rent he pays which represents such a large 
part of his cost of living. At the same time rents must bring fair re- 
turns to landlords. The existing rent-control law which expires 
June 30 does not provide the broad authority which is necessary under 
present conditions. 

The problem of rent control has become particularly acute with 
respect to housing in areas close to military installations and defense 
plants. In some instances in those areas rents have doubled since 
Korea. While there is no need for the Federal Government to take 
action where existing controls under State or local action are adequate, 
we must have the authority to provide equitable rent ceilings in areas 
where such control is not available or where State or local action 
proves inadequate. 

It is of the utmost importance, therefore, that authority be pro- 
vided to continue controls in areas where rents are still subject to 
provisions of the Housing and Renting Act of 1947, and to provide 
fair adjustments taking into consideration increases in costs of oper- 
ation and maintenance. In addition, the Government should be given 
authority to control other residential rents, giving due consideration 
to rents which prevailed in the May 24 to June 24, 1950, period and 
making adjustments to provide fair returns to landlords while pro- 
tecting the interest of tenants. 

The control of commercial rents is a basic requirement in the stabi- 
lization program. With respect to small business particularly, these 
rents constitute a substantial part of the cost of doing business and 
are reflected in inflationary pressures on prices. In view of this fact, 
it is recommended that Government be authorized to establish con- 
trols on rentals of business accommodations, giving due considera- 
tion to the rents prevailing at the outbreak of hostilities in Korea. 

Furthermore, it is recommended that veterans and their families 
be accorded the same priorities for housing and rental accommoda- 
tions that are contained in earlier legislation on this subject. Appro- 
priate provision should be made for defense workers. 

I also recommend the extension of credit controls to existing hous- 
ing; that is, housing begun before August 3, 1950. As I have pointed 
out, credit control is an important phase of the over-all mobilization 
program. The controls under existing law with respect to consumer 
and real-estate credit have been effective. Experience has indicated, 
however, that, with the imposition of rigid controls on credit for 
new housing, inflationary pressures have begun to force up the prices 
of existing houses, There is a danger that many of the salutary 
results of the present real-estate credit-control program will be viti- 
ated if the inflationary pressures in the area of existing housing are 
left unchecked. 

Another important amendment which I recommend to the Congress 
is that dealing with control of commodity speculation. I am aware 
of no reason why the way should be left open for possible profiteering 
in this area. 

Interest in commodity futures markets has increased substantially. 
For example, during the first 3 months of 1951, trading in the five 
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principal grains amounted to 3.2 billion bushels on all markets, com- 

red with 2.4 billion bushels for the same period in 1950. The small 
trader is attracted to the commodity futures market by low margin 
rates, and the mass movement of small traders into the market is un- 
predictable. Authority to curb excessive speculation in such situa- 
tions should be available to the Government on a stand-by basis. 
Accordingly, just as stock-market transactions are governed by mar- 

in requirements established by the Federal Reserve Board, the 
Crdeamhant: should be authorized to specify margin requirements 
which are required in maintaining a speculative position on the com- 
modity exchanges. In the proposed amendment provision is made 
for the protection of hedging transactions which have a proper place 
in the normal workings of the commodity exchanges. 

I consider the amendments I have just discussed to be essential to 
the proper implementation of our mobilization effort. A number of 
other amendments also appear desirable either by way of clarification 
or as a means of aiding effective operations under the act. These 
changes involve the antihoarding provisions of title I; methods of 
acquiring property under title I]; authority in title III to make alter- 
ations in Government-owned facilities; additional provisions for con- 
sultation with interested groups regarding actions taken under title 
IV; clarification of authority in title VI to impose conditions and 
requirements in relaxing credit controls on Government-aided con- 
struction; and certain changes in title VII relating to court juris- 
diction and general administrative methods. These provisions, as 
well as the changes I have already discussed, will be dealt with in 

ter detail by the interested agencies who will make their views 
nown to the committee during this hearing. 

Many other witnesses will appear before this committee during the 
hearings on this important measure. I have no doubt that there will 
be criticisms of my recommendations, and that there will be alterna- 
tive proposals, which will receive the serious consideration of this 
committee and the Congress. I am glad that this will be the case. 
This is the democratic way of life for which we are fighting. 

In considering this important. measure, I urge that the committee 
keep in mind these fundamental concepts. 

We must be alert to the dangers inherent in the mobilization pro- 
gram, the dangers to small business, to our competitive free economy, 
to the enterprise and initiative of our citizens. We must make 
sure that the mobilization effort in which we are engaged strengthens 
our free economy and our way of life. 

Our industrial system is vast and complex. To enable us to devise 
the remedy suitable to each particular problem, our authority must be 
broad and flexible. We do not want to use a shotgun where a rifle will 
do. But, if a broadside is needed, it should be available. Otherwise, 
our efforts may in fact weaken our economy and interfere with our 
defense effort. 

Our determination to remain free and our magnificent production 
system are the great deterrents to further Communist aggression. The 
factories, mines, farms, and transportation systems, and the men and ~ 
women who make them run, enable us to produce the tanks, planes, 
ships, and guns needed by the Armed Forces. These are the sources of 
our might. We must maintain and strengthen them. 
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The Cuamman. Mr. Wilson, I do not wish to ask you very many 
questions, because I am certain that every member of the committee 
desires to do so.. So, I will just ask one or two. 

The first question I wanted to ask concerns your statement on page 
12, about your desire for subsidy authority. You mention particu- 
larly meat. In your judgment is the price of meat so high now that 
they should subsidize it ? 

Mr. Wison. No; not that it is so high now, but we feel we should 
have the stand-by ability to subsidize, to take care of the high-cost 
processors, if we run into the need of it in trying to maintain a reason- 
able price ceiling on meats. 

The Cuarrman. The reason I asked about it is that, as you are 
aware, the meat people are meeting here today, and I just happened 
to notice that you pointed that out in your statement. 

Mr. Witson. These are the processors of meat that we are thinking 
of, Mr. Senator, rather than the raisers. 

The Cuarrman. You talk about parity; there is quite a long state- 
ment on it. 

Mr. Wirson. Yes, sir. 

The Cuarman. The substance of it is on page 16: 

In these situations a ceiling which had been imposed one month woujd have to 
be removed the following month if parity should rise. 

If you are going to freeze everything and want to be fair to every- 
body, how is parity going to rise? Parity only rises when manufac- 
tured products rise; so that is frozen without having to do what you 
‘ recommend. 

Mr. Witson. Well, you have certain price increases that are within 
the pipeline that may still affect levels that would be taken into con- 
sideration in the establishment of parity prices. I am told that there 
is still the danger that the levels of perioaltural prices will change and 
themselves affect the parity levels. With this method at least we 
would cut out the month-to-month changes and establish a price that 
would be effective for the entire marketing season. 

The Cuatrman. Of course, it can only change if other prices change. 

Mr. Wuson. If all these other factors can be completely controlled, 
the parity price will not change. 

The Cuatrman. Well, why not let us control the other factors? 

Mr. Witson. Well, we are certainly going to try and do that, sir. 

The Cuarrman. I am glad to hear you say that. 

Another thing I wanted to inquire about was this question of author- 
izing additional money, on page 15 of your statement, in which you 
state : 


The act presently authorizes $600 million— 
and then you go on to say— 


There is currently pending before the Congress a request for an additional 
$1 billion in borrowing authority to meet these needs. 
In other words, that additional $1 billion, as I understand it, will not 
only be to meet the needs for stockpiling but to build these factories 
you spoke of and testified at the last hearing would be built by the 
Government, and the type of factory that would be built, or whatever 
it might be, would only be where the Government could take the 
product in its entirety. 
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Mr. Wirson. That is not entirely right. The $1 billion is a supple- 
mental appropriation for programs already authorized exclusive of 
plant construction. Insofar as plant construction is concerned, there 
could be instances where the Government might not take the product 
directly because it may require further processing by private industry. 

The Cuairman. In other words, you are not advocating the Gov- 
ernment build all the plants in opposition to private people. 

Mr. Witson. Only in those very few cases where we cannot get 
private capital to go ahead with it, and it is absolutely essential to 
the defense effort. I think there would be a minimum number of 
cases. 

The CrHarmman. I just wanted that for the record, because you 
made that plain to me when we had a meeting of the Joint Committee 
on Defense Production here some time ago. 

Mr. Witson. That is right. 

The Cuarrman. Another question I wanted to ask you: Have you 
and the agencies given any thought to this, because in the Appropria- 
tions Committee the other afternoon we had quite a difficult time in 
trying to arrange the appropriation for the agencies that are under 
you, because there was not any specific agency request. In other 
words, just a total sum was requested. That is correct; is it not? 

Mr. Wirson. In the new appropriation, yes. 

The Cuamman. That is, the new appropriation is going to carry 
the amount of money for each agency under it ? 

Mr. Wuson. That is right, sir. 

The Cuarmman, I am glad to hear that, because you can readily 
understand the trouble and confusion we had with the supplemental 
bill to get together with the $10 million the President had originally 
grante a the other procedures. When will that be prepared do 
you think? 

Mr. Witson. We are in the midst of the job now, Mr. Chairman. 
I just do not know when it is supposed to be ready, but it will not be 


long. 

The CuarrMan. I was asked as a member of that Subcommittee on 
Appropriations while we were holding these hearings if I could pos- 
sibly get whatever information I could for the Appropriations Com- 
mittee in these hearings, and so I hope that any of the agencies that 
are under you that have completed their summary to the Bureau of 
the Budget might have it made a part of these hearings to save time 
in the a ee Committee. 


Mr. Witson. We will hustle them up. I think maybe that can be 
done, Mr. Chairman. : 

The CHarrman. I think it meets with their convenience, because 
~*~ could have a complete record before them. They asked me to 

oO it. 

Mr. Wirson. Very good, sir; we will hustle it up. 

The Carman. I may have some other questions later on, but I 
will ask Senator Bricker if he has some at this time. 

Senator Bricker. I have one or two that I would like to ask Mr. 
Wilson. 

Mr. Wilson, on page 2, I note you say after your conference with 
General Eisenhower: 


I can assure you that the European countries which suffer from many handi- 
caps which we do not face are doing and will do their share in this endeavor. 
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That is most gratifying, and I wonder if you have specific things in 
mind that you can relate to this committee that justify the statement 
“they are doing their share in this endeavor,” either as to the amount of 


their appropriations for defense purposes or in percentages of their 
total income or otherwise. 

Mr. Wuson. I do not have the figures with me. In the case of two 
of the nations, I went over the increased appropriations they are 
making for defense matériel and for defense purposes generally. Of 
course, in terms of dollars or in terms of volume, they are very much 
less than ours, but in relation to their total budget they have been 
increased very substantially in the case of England and France. 

Senator Bricker. Do you have an estimate of the amount of the 
increases for this year? 

Mr. Wuson. I could get it; I do not have that here. 

Senator Bricker. We would like to have it so we could lay it down 
as —— our appropriation increases for similar purposes. 

(The following was later received in response to the above :) 


A COMPARISON oF NATIONAL DEFENS& EXPENDITURES IN RELATION TO THE GROSS 
NATIONAL Propuct BETWEEN THE EUROPEAN MEMBERS OF THE NoRTH ATLANTIO 
TREATY ORGANIZATION, OTHER ERP Counrrigs, CANADA, AND THE UNITED STATES 


NOTES ON ATTACHED TABLE 


The attached tables cover actual and projected defense expenditures of the 
Western European countries, Canada, and the United States. To illustrate 
the impact of defense programs on the economies of these countries, the tables 
also include comparative data covering defense expenditures on a per capita 
basis and as a percentage of Gross National Product. 

The enclosed data include the actual or estimated defense expenditures in- 
cluded in the financial statements or budgets as reported to ECA as of the date 
indicated in the last column of table I. ECA and Foreign Service reports indicate 
that for the latest fiscal year supplementary appropriations may increase the 
defense expeditures of the European countries considerably. 

In considering the defense effort of our European allies it must be recognized 
that national wealth and income is much lower in Europe than in the United 
States. Therefore, it is not possible for our allies to devote the same proportion 
of their national output for military purposes without impairing their levels of 
consumption and investment. The per capita Gross national product in the 
NATO countries was only $550 per person in 1950 compared to $1,800 in the United 
States. In the more well-to-do countries such as France and the United Kingdom, 
the per capita figures were about $600 and $750, respectively. 

In comparing the level of defense expenditures in the United States and 
Western Europe, two additional points must be considered: the substantially 
higher cost of maintaining the United States Armed Forces because of more 
complex weapons (larger Air Force and Navy) and better food, clothing, and 
pay. Secondly, purchasing power differentials enable the Western Europe coun- 
tries to procure more material per dollar equivalent on the Continent than can 
be purchased by the United States in this country. 
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Mr. Wuson. I did not come prepared with that, but I could get it. 
As a matter of fact, I was quite impressed with their obvious sincerity 
and desire to get on with this job for their own protection, as well as 
the free world’s, but I ought to make clear, of course, there is a vast 
difference in their ability to proportion their output for defense 
purposes. : 

Take in the case of England, they have neither the raw material nor 
the money available to spend in the proportions we are, but they were 
increasing their output of defense material. They had increased their 
budget, and I was quite impressed by it. 

Senator Bricker. What about the continental countries ? 

Mr. Wuson. The only other country I got to was France, and there 
too, I think, they are making a real effort. They are in the nes 
stage, of course, but there was evidence they were going ahead wi 
production even of items like tanks and planes, which, certainly, run 
into very large figures, and there seemed to be no question in General 
Eisenhower’s mind, or in the minds of our American representatives 
there, that.they were really going ahead with substantially increased 
production in those lines. . . 

In fact, I may say to you, that I questioned some of the vast expendi- 
tures—vast for them—that they were making, I mean the desirability 
of it. As long as we were all in this thing together, there were certain 
items, it seemed to me, it would be more economical for us to furnish 
and let them spend their money on the things they can do without 
requiring a vast array of new machine tools and all that sort of thing 
which runs the cost of mobilization up so high. But we went all over 
those things, and the questions that were raised are to have more con- 
sideration before they freeze their programs. 

Senator Bricker. What were some of the things they are makin 
that you felt could be made more economically and with a better all- 
around program if they were produced by us? . 

Mr. Wuson. Well, the outstanding item would be tanks—large 
tanks, that is. In the case of one 6f the NATO group, whose require- 
ments are a handful compared to the requirements that we are outlin- 
ing for ourselves, it seemed to me rather uneconomical to set up vast 
plants to make what amounted to a handful of tanks, and I thought in 
a case like that we might better sell them the tanks, if necessary, be- 
cause once we get our tank production rolling we can turn them out and 
they could bend their efforts to items that can be more economically 
produced in their kind of an economy. 

Senator Bricker. Unless they do produce all of the elements, though, 
or all of the items needed, we cannot hope to have a self-sufficiency on 
their part ultimately when we can pull out, or hope we can pull out.. 

Mr. Wuson, That is so. But that is a pretty expensive method. 
Generally speaking, I go along with the idea, well, at least producing 
token items—that is, token production in each item. For example, 
let us say the French Army may need three types of tanks to fight with. 
Well, let them make one type, and let us see if we cannot supply 
them the other two. They can make the token production, that would 
be all right, and ultimately they could become more self-sufficient, but 
judging from the cost to the United States of mobilizing to produce 
the great array of weapons we find necessary for our Army, why, I 
think some of the NATO nations are going to be a long time in getting 
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ready to duplicate the production design and production and provide 
the new plants in all those nations, to make such an array of items as 
apparently are needed to fight a modern war. 

nator Bricker. You discussed this with General Eisenhower, and 
I do not know the number of troops they are going to furnish or have 
furnished or will be able to ultimately furnish. Do you feel they will 
be ultimately able to take care of the needs of their own troops for 
practically all the implements of war? 

Mr. Wuson. Yes. The major components of NATO, I think will 
be. I think there would be a grave question whether some of the 
others—— 

Senator Bricker. There is another aspect of this coordinated pro- 
gram that concerns me very much. Even if they pay for them—and 
money is not real wealth, it is an evidence of transactions, a medium 
of exchange, real wealth comes from utilization of natural resources 
and from human labor—our resources are becoming depleted very 
rapidly. They did in the Second World War to an alarming 
extent. When we put our basic raw materials into the implements of 
war, even if they pay for them, there is a weakening of our own ability 
to on Are there the raw materials available for them there to 
make the implements of war that might save us our basic resources ¢ 

Mr. Witson. Yes; to a considerable degree. We will have to help 
them. For example, take one of the NATO nations that may have 
iron ore and coke and coal, but may not have enough molybdenum. 
We will have to supply the molybdenum or the manganese. It is cer- 
tainly a very complex proposition, I can assure you, after 4 or 5 days 
of digging into the complexities of their requirements and the need 
to get them to stimulate their action, which really came down to how 
fast we could supply certain of these items that are in short supply 
here. Molybdenum was one, as a good illustration. Tungsten is 
another. 

Senator Bricker. We do not have them in our domestic resources 
at all, do we? We have them from other-sources. 

Mr. Witson. We have molybdenum—take molybdenum and tung- 
sten, those are two good items, into consideration. Yes; we have 
them, but we certainly do not have a supply from our own resources 
large enough to take care of the world or take care of those nations. 
On tungsten, for example, we always got a large part of our require- 
ments, as they did, from China. Of course, that tremendous source is 
now dried up suddenly. That is just one illustration of the game of 
checkers we are going to have to play with the supplies we have, to 
give them enough to get their production under way, and at the same 
time we keep what we need to maintain the tremendous production 
that we have embarked on. I assure you it is a very complex thing. 

After 5 or 6 days I found little but headaches in it—how we are 
going to get them supplied with some of these basic materials in the 
quantities they need at a time when we have never been using as much 
of them ourselves. 

Senator Bricker. Did you find those countries increasing their 
manpower for their armies adequate to the present program ? 

Mr. Witson. General Eisenhower told me—-well, in the two nations 
we were dealing with, England and France, he seemed satisfied with 
the effort they were making, sir. 
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Senator Bricker. What about their production program for domes- 
tic needs at home; has that since the end of the war inceased adequately 
to stabilize their domestic economy ? ; 

Mr. Wiutson. Well, I would think the problem in the two nations 
I worked with was somewhat different, the problems were different. 
In England, of course, they start off with a pretty low civilian econ- 
omy; ge there is no fat in it. Furthermore, they have a tremen- 
dous problem with their need of exports, because they have got. to 
furnish considerable quantities of goods for export if they are going 
to exchange those export items for certain things that are absolutely 
essential for the life of the people. Take South America, in order to 
get meat—I mean, it is a must, otherwise there would be no meat. 

Senator Bricker. England is doing more proportionately, is it, 
than the other countries? ; 

Mr. Wizson. She has agreed to come up considerably, and I spent 
last Wednesday and Thursday with all the members, the Ministers 
of the British Government. I found no sign that they are not deter- 
mined to do their full share in this, but they need help, and we spent 
most of our time in finding out what help we could give them, because 
they just cannot do what they want to do and what they know they 
ought to do unless we give them certain kinds of help, certain mate- 
rials, particularly. 

Senator Bricker. That means basic raw materials? ‘ 

Mr. Witson. Basic raw materials for the most part, yes, and ma- 
chine tools. They cannot just go ahead with the size of the program 
they projected for themselves unless we give them very large quantities 
of machine tools. 

Senator Bricker. What would you say about the efficiency in their 
Government operations? Does it compare with our free economy? 

Mr. Wixson. No; it never would, in my judgment. God help us 
if we ever adopt that. 

Senator Bricker. They are limited, then, by their very Govern- 
ment processes in the total accomplishment that would be necessary 
compared to ours? 

Mr. Wirson. There will always be limitations, in my judgment, in 
comparison with the operation of a free enterprise system. 

Senator Bricker. The next thing you discuss here is the agricul!- 
tural program. What about the contributions of agriculture; not of 
England, we know the situation there is pretty much limited, but of 
the continent as a whole and the others who are joining with us in 
this effort ? 

Mr. Wirson. The assurances were, Mr, Senator, that they are taking 
all possible measures to speed up their planting and to increase their 
agricultural output with the idea of making them more and more 
self-supporting in all of the countries. 

Senator Bricker. The next thing you mention is the limitation on 
the importation of foreign ores. You say we cannot increase such 
production rapidly. What is the restriction on that. production, why 
cannot it be increased ¢ 

Mr. Wuson. Why cannot foreign ores be increased ? 

Senator Bricker. Yes. 

Mr. Wiison. Well, it takes time to uncover new ore bodies and get 
rolling over there, too, just as it does here. In the case of our own 
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projected increase of iron ore from Labrador, there is a matter of 
years, 2 or 3 years, before we can increase that. 

Senator Bricker. We are coming to the subsidy on low-grade do- 
mestic ores that may be necessary, according to your testimony here. 
What are some of those ores, and in what way would the subsidy be 
necessary ¢ 

Mr. Wuson. Well, for example, just as in World War II we un- 
covered some copper ore bodies and made arrangements for the produc- 
tion of copper from them, but the cost of it was—I cannot remember 
the exact figure, but it ran between 5 and 10 cents a pound above the 
then prevailing Rene of pater: in America. But nevertheless, it did 
supply needed additional volume, not big, but it was needed. 

Another item would be tungsten. We know of a number of tungsten 
ore bodies in the United States. Some of them are running full tilt 
now. My guess is that if we are unable to get additional quantities of 
tungsten from other parts of the world we ought to uncover these 
bodies and just use them to the limit during this period. Probably 
the tungsten would cost considerably more than we are paying for it 
today, because the ones I happen to know about are pretty low grade 
and very aaprnnine to operate. 

Senator Bricxer.. Where is our chief foreign source of tungsten ? 

Mr. Wiurson. China and Korea. 

Senator Bricker. .That is shut off. 

Mr. Witson. Shut off completely. 

Senator Bricker. Are there any other tungsten sources ? 

‘Mr. Wirson. Yes; there are some. There are some in Africa, and 
we are trying to develop that, and some of-the NATO nations are 
trying to get their share of that. They rather resent our going in and 
taking it. The same with African copper. We have been getting some 
of that, and we have been getting some of the African iron ore even, 
and we may have to make some shifts in that in order to keep our allies’ 
steel-making going. 

Senator Bricker. On page 5 you say: 

Other aids to increased defense production contained in title III include 
guarantees of loans made to defense contractors by private and public financing 
institutions. 

What do you mean by “public financing institutions” there, and why 
should those loans be guaranteed ? 

Mr. Wirson. That is in the present law. RFC is a public body 
whose loans might be guaranteed. 

Senator Bricker. ean but you say there the “guaranties of 
loans made to defense contractors by private and public financing in- 
stitutions.” You do not in any way guarantee RFC loans, that is a 
Government loan itself. I did not know exactly what you were driv- 
ing at there. 

Mr. Wirson. That is right. In the case of RFC they make direct 
loans where guaranty loans through private institutions cannot be 
worked out. 

Senator Bricker. I do note on page 6 you are cooperating with the 
States, and “22 States have already organized commissions or have 
delegated small business duties to existing organizations.” Have 
you set up any Federal organizations throughout the country in addi- 
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tion to the 5,000 cooperating offices, such as chambers of commerce, 
trade organizations, and so forth? 

Mr. Warsow: Yes. They are all established, and we have our own 
offices in DPA and NPA throughout the country which are also 
assisting. 

Senator Brroxer. The reason I asked you that is during the Second 
World War the State organizations were very effective in bringing 
together the small producer and the principal contractor. I know 
in our State, surveys were made by the Bureau of Unemployment 
Compensation as to the amount of storage space and amount of labor 
available, a complete survey of the pool of labor and also the produc- 
tion of the various small plants. 

Is anything of that kind being done now? 

Mr. Wirson. On this particular thing the States have certainly 
set up fine organizations in a great many places in a great many of 
the States “a certainly are cooperating in fine shape. That is the 
place to get the best information, sir, at the State level. 

Senator Bricker. That has been my feeling about it. 

On page 7 you mention you must encourage savings and reduce 
credit. Of course, I am one who has felt all along that if you have 
proper credit controls and control of the monetary supply, which the 
Government has the power to do, that wage and price controls are 
incidental and affect only the symptoms rather than the fundamental 
cause. 

Mr. Wiuson. I agree with that, but it depends on when you put 
them on. If you let the prices and everything go through the ceiling, 
then you have to take both measures. 

Senator Bricker. We have been pretty slow in using the power 


over credit we actually have even now. When are you going, to 
u 


encourage savings? We may have to sell some bonds to the p 
and what is being done along that line? 

Mr. Wuson. The Treasury has a big program coming up. They 
have been selling bonds, of course, but they have a big program coming 
up that will try to siphon off through a great drive country-wide—— 

Senator Bricker. Ts not the best encouragement of savings and the 
purchase of Government bonds by individuals an assurance that there 
will not be a further devaluation of the dollar? 

Mr. Witson. All these steps are to give that assurance. 

Senator Bricker. I think that is almost an essential and a necessary 
part of the program before you even start to encourage the public. 

Mr. Wuson. I agreed with that. That is why this came first, in my 
judgment, the steps that have been taken. 

The Cuatrman. I would like to have at this point placed in the ree- 
ord a letter from Mr. Small with reference to section 301 that I asked 
for the last time we met in connection with the committee’s desire to 
have a showing that the Army, the Navy, and the Air Force have no 
present authority whatsoever to make direct loans to business enter- 
prises. 


lie, 
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(The letter referred to follows :) 


MuNITIONS Boarb, 
Washington 15, D. C., May 2, 1951. 
Hon. Burnet R. MAYBANK, 
United States Senate 

Dear SENATOR MAyYBANK: Reference is made to your oral inquiry on May 2, 
1951, addressed to the Munitions Board and transmitted by your staff representa- 
tive, Mr. William McKenna, in which you requested confirmation of the fact that 
the Department of Defense does not have authority to make direct loans to busi- 
nessmen under the Defense Production Act of 1950. 

Neither the Department of Defense, nor the military departments, have any 
authority under the Defense Production Act, or pursuant to Executive orders 
issued thereunder, to grant direct Government loans to private businesses. More- 
over, they do not have the authority to certify as to the necessity of such a loan, 
the certifying agencies being the Departments of Commerce, Interior, Agricul- 
ture, and the Defense Transportation Administration. 

The military departments, Army, Navy, and Air Force, do have authority to 
guarantee loans under section 301 of the Defense Production Act and pursuant to 
Executive Order 10161 issued thereunder. Of course, these are in no sense 
Government loans but strictly private loans made by private banks. 

In addition, the military departments under their procurement and appropria- 
tion authority may extend advance payments to contractors in some cases. 
These are not loans but advances. 

I hope this provides the information you sought and confirms the oral opinion 
transmitted to your office by Munitions Board staff representatives on May 2, 
1951. 
: Sincerely yours, 

J.D. SMALL, Chairman. 


Senator Bricker. On page 8, you sav: 


On the recommendation of the National Advisory Board on Mobilization 
Policy a new 18-man Wage Board has been established by the President. It 
is hoped that through the cooperative efforts of labor and management this 
Board will effectively meet the problems of wage stabilization. 


Without going into what has happened in the past with regard to 
that Board, are you satisfied with this arrangement, and do you think 
it will—I notice you say you hope that it will. 

Mr. Wuson. I think it is a very complex thing they are dealing with. 

Senator Bricker. It is the best that you could do under the 
circumstances ¢ 

Mr. Wuison. It is the best means I know of, I will admit, to get 
the thing lined up. I think it has quite a job carved out for itself, 
but if there are men of good will on all sides, much can be done. 


Senator Bricker. It is going to take a determined effort of coop- 
eration. 


Mr. Wirson. Yes. 

Senator Bricker. And a willingness that has not altogether been 
forthcoming in the past. 

You mention here that we have all paid higher taxes—and we all 
know that—wages have been stabilized and prices have been con- 
trolled. Have you an estimate or any figures showing the relative 
increase in prices and wages during the last 9 months since the 
enactment of this bill? 

Mr. Witson. Yes; we have the BLS figures. 

Senator Brioxer. I think those ought to be put in the record, Mr. 
Chairman. 

The Cuamman. Without objection, they will be placed in the record 
following the testimony of this witness. 

(The information referred to follows :) 
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Senator Bricker. At the top of page 11, the first full paragraph, 
you ask for the authority to import agricultural commodities for 
— other than stockpiling or industrial uses. 

hat other purposes do you have in mind there, Mr. Wilson? 

Mr. Wuson. That is for resale for stabilization purposes. 

Senator Bricker. You mean to hold down domestic prices ? 

Mr. Wirson. Yes. 

Senator Bricker. What commodities do you have in mind? 

Mr. Wuson. Senator, would you excuse me from answering that 
question, please? If I answered that, the price will go up tomorrow. 

Senator Bricxrr. We certainly do not want todothat. That is not 
the purpose of this hearing. It is just the reverse. 

On pages 11 and 12 ro talk about subsidies to agriculture for 

rocessing purposes. This, of course, would keep prices up, would 
it not? 

Mr. Wuson. I do not think it would, sir. If we gave a subsidy, 
for example, to a meat processor who happened to be, for any one 
of a variety of reasons, a higher-cost processor than the average of 
the industry, in order to keep him in business, and if we got the 
benefit of his volume and the volume of all these people to whom 
the subsidy was given, to go around to 150 million Americans, it 
would seem to me this would have the effect of keeping the price 
stable rather than having a tendency to send the price up. 

Senator Bricker. Then that is sort of a marginal application of 
the Brannan plan, is it not? 

Mr. Wuson. It is in an emergency and a temporary thing, and just 
so there will be no question on it, generally speaking, I do not like it. 

Senator Bricker. I think the American public is a little bit skep- 
tical about it. 

Mr. Wixson. I do not mean the Brannan plan, I mean this process 
we are suggesting here. I do not know of any better way to do it in 
an emergency, that is all. 

Senator Bricker. It is, of course, a version of the Brannan plan 
in a limited application. 

On pages 13 and 14 you talk about the defense plants. Has there 
been any hesitancy on the part of private industry—could you just 
give us some examples—to go into the building of plants in the war 
program that would make necessary the Government building of 

lants. 

r Mr. Wutson. No. On the whole they have done very, very well, 
sir. Asa matter of fact, they have just reacted to our requests and 
the requests of the Defense Department in fine style. But you get toa 
point—well, I may as well mention it because this has nothing to do 
with farm prices. Take high octane gasoline, or take synthetic rub- 
ber, Suppose we determine that we ought to have a couple more high 
octane plants as stand-by in case of an all-out war, or we ought to have 
a stand-by plant in case of all-out war to implement our present pro- 
duction or our projected production of synthetic. Now, we may well 
get to a point where these companies that are today willing to go 
ahead, and they have—— 

Senator Bricker. There has been a real eagerness to go ahead? 

Mr. Wirson. Oh, they have gone right neal We have not had 
much trouble at all, and on a pretty good basis on the whole, too, 
as far as tax amortization is concerned. 
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Senator Bricxrr. That has been a real inducement, there is no ques- 
tion about that. : 

Mr. Wiutson. And up to a certain point I think it is inducement 
enough, but you take it to a point, and I believe we will, where it 
would look hke a pretty poor economic risk to go ahead and build, 
let us say, another rubber plant. I can see that coming, and yet it 
maye be in the national interest to have it. Then in that case I think 
we ought to step in and do it and have that plant as an insurance 
policy that would be pretty cheap. Q 

Senator Bricker. you anticipate the present rubber plants are 
adequate to take care of our anticipated needs? I know you use that 
only as an example, but that is a basic point. 

Mr. Wiurson. I think they are. 

Senator Bricker. Do you look to getting more of the world supply 
of rubber in the months that are ahead ¢ 

Mr. Wirson. I think we can get more. 

Senator Bricker. Do you think the shipment of rubber to the po- 
tential enemy and the real enemy today has been largely curbed ? 

Mr. Wutson. No, sir. 

Senator Bricker. It has not been? 

Mr. Wuson. No, sir. 

Senator Bricker. If it could be there would be a greater supply 
of available rubber? 

Mr. Witson. Yes. I do not think it has been largely curbed. They 
have been getting a great deal, and I have the figures on what they 
got, and it is a little bit upsetting. 

One other thing, Senator, I For ot to mention was what we may 
well want to do in one of these Government-owned plants, maybe 
more than one, would be if we get a new process. Maybe it is a com- 
peting process with one that industry has. 

Senator Bricker. Take cold rubber, for instance. 

Mr. Wuson. Yes; that is a very good example. Suppose we had 
a new process of making some new rubber. Well, it might not look 
good enough to industry operating with the present type, but it 
might be in the national interest for us to go ahead and make sure 
it would work, if it appears it might give results. That is the kind 
of a plant we might spend the money on. 

Senator Bricker. As far as the present need is concerned and the 
present development is concerned, it is really as a stand-by. 

Mr. Wuson. That is all, sir. So far industry has gone along with 
us in magnificent shape. We do not badly need it now. 

Senator Bricker. Turning now, then, to page 18. I do want a little 
bit later to discuss this revolving fund and direct appropriations and 
the desirability of it, but I will not do it at this time. : 

On page 18 you mention the public-utilities program. What ones 
are not now subject to Government regulation ? They are very limited, 
are they not? 

Mr. Wizson. I will have to turn to counsel to find out. 

Mr. Brercson. There are a lot of intrastate transactions and intra- 
state sales, a lot of truckers, and so forth, that are not subject to regu- 
lation at the present time. 

The Cuarrman. Would you make a list of those for the record? 
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Senator Bricker. I would like to have that list. I would like to 
look that list over. 

Mr. Wirson. We will give you a list of them. 

Senator Bricker. I would like to have a list of those who are not 
subject to regulation in many respects, both as to securities and as to 
rates and as to investments and as to expansion and new facilities and 
everything imaginable, but the public utility business is subject to 
local regulation, and now, through Federal power, and so forth, sub- 
ject to Federal regulation to a large extent. 

Mr. Bereson. The exemption applies to common carriers as well 
as public utilities, Senator. I think it was the intent of Congress when 
they enacted the Defense Production Act to exempt only those utili- 
ties and carriers which were subject to State regulation. The purpose 
of this amendment, really, we think, is to effectuate that intent, be- 
cause we have found some areas where they are not subject to regu- 
lation—— 

Senator Bricker. I would like to have that list to see whether it 
is important enough and vital enough in the whole over-all program 
to justify the Federal Government moving into that field. 

(The list referred to follows :) 


EXTENT OF COMMISSION REGULATION oF ELECTRIC AND GAs Rates IN STATES AND 
TERRITORIES 


Commissions with power to regulate the rates of privately owned electric and 
gas utilities exist in all but 7 of the 48 States, in the District of Columbia, in 
the Territory of Hawaii, and in Puerto Rico. 

States and Territories wholly without Commission regulation of electric and 
gas rates are: 


Alaska Minnesota South Dakota 
Florida Mississippi - Texas’ 
Iowa Nebraska 





In Texas, cities of more than 2,000 in population have power to regulate rates 
and service of electric and gas utilities within their boundaries, and utilities 
must file annual reports with the mayors in all such cities. However, municipal- 
ities may elect not to regulate the rates charged by privately owned electric 
utilities. For example, two of the largest electric utilities serving Texas, Texas 
Electric Service Co, and Texas Power & Light Co., are free from rate regulation. 
In Nebraska where all the electric utilities, except 8, each serving in a com- 
munity of from 250 to 1,000 population, are now publicly or cooperatively owned, 
the railway commission has no jurisdiction over rates of public-power districts 
and only limited jurisdiction over municipally owned utilities. 

The existence of State commissions regulating rates of gas and electric utilities 
does not mean that their powers over rates and services are complete. The 
Colorado commission does not regulate utilities operating in home-rule cities; 
in Kansas the commission does not have jurisdiction over utilities operating 
entirely within a city except in minor respects; and in Ohio rates of electric 
and gas utilities may be regulated by ordinances of municipalities, which rates, 
if not accepted by the utility, may be appealed to the commission which can 
approve the ordinance rate or fix a different rate. Where a municipality fails 
to prescribe rates by ordinance the commission may do so by application by the 
utility. 

Publicly owned and cooperatively owned electric utilities are subject to some 
degree of control over rates and services in relatively few of the States. Less 
than one-third of the 41 State commissions vested with power to regulate 
privately owned electric utilities have power to control rates and service of 
publicly owned and cooperatively owned electric utilities. 

The following 12 are the only State commissions having power to regulate 


1 Regulates gas utilities ; does not regulate electric utilities. 
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en commercial, and industrial rates charged by publicly owned electric 
utilities : 


Indiana Montana Vermont 
Kansas Nevada West Virginia 
Maine New York Wisconsin 
Maryland Rhode Island Wyoming 


The following nine are the only State commissions having power to regulate 


residential, commercial, and industrial rates me, by cooperatively owned 
electric utilities : 


California Kentucky Virgliake 
Indiana Maryland West Virginia 
Kansas New Jersey Wyoming 


Missouri and Tennessee have no jurisdiction over sales by privately owned 
electric utilities to public authorities for resale. The Ohio and Tennessee com- 
missions have no jurisdiction over sales by privately owned electric utilities to 
public authorities for public use. 

The following 11 are the only State commissions having jurisdiction over sales 
by publicly owned electric utilities to public authorities for resale: 


Indiana Montana West Virginia 
Kansas Nevada . Wisconsin 
Maine Rhode Island Wyoming 
Maryland Vermont 


The following eight are the only State commissions having jurisdiction over 
rates charged by cooperatively owned electric utilities on sales to privately owned 
utilities for resale: 


California Wyoming New Jersey 
Indiana Kentucky West Virginia 
Kansas Maryland 


The following are the only State commissions having jurisdiction over sales 
by publicly owned electric utilities to privately owned electric utilities for resale : 


Indiana Montana West Virginia 
Kansas Nevada Vermont 
Maine New York Wisconsin 
Maryland North Carolina Wyoming 


Data derived from State Commission Jurisdiction and Regulation of Electric and Gas 
Utilities, 1948, Federal Power Commission. 


NUMBER OF PuBLIc UTILITIES AND COMMON CARRIERS Not SuBJEcT TO STATE 
REGULATION 


1. Electric and Gas utilities in States Wholly Without Commission Regulation * 


Public and 
private companies 


Minnesota 
Mississippi- 
South Dakota 
Texas (electric) 


Total 
1 Excludes REA co-op. Derived from Directory of Electric and Gas Utilities in the 


United States, Federal Power Commission, 1948. Attached memorandum describes various 
limitations and extent of regulations in other States. 
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2. Line Haul Carriers in States Exercising No Control Whatever * 


Number - 
of carriers 


Deen ne nah coan connie charesenanarcreneremepnpesepines 
District of Columbia 


1 Figures not available for local and specialized haulers in these and other States. 
(Derived from A Review of Highway Transport and Transit Industries * * , issued 
by Office of Defense Transportation, Highway Transport Department, November 30, 1945.) 


Senator Bricker. Senator Schoeppel asked if that is meant to be 
on a temporary basis, of course, to the duration of this law. 

Mr. Brrason. Oh, yes; of course. 

Senator Bricker. Both Senator Schoeppel and I have served on 
utility commissions of our own States and know something about 
those problems. I believe it has been reasonably effective throughout 
the years as the Interstate Commerce Commission has been in the 
transportation rates. 

You said something about increasing penalties here for violation. 
Is there not sufficient penalty now for the large-scale violators? 
Would you suggest a penal sentence, in addition to the $10,000 fine, or 
how would you go about that ? 

Mr. Berson. Senator, the only change we recommend there is that 
the present ceiling for civil violations be eliminated. Under the 
present law the average price violator would pay a civil penalty of 
treble damages to the person whom he “gouged,” if we can use that 
term, but in the case of a large-scale violator where the violation, 
say, is over $10,000, the violator would pay merely $10,000 plus an 
additional $10,000 which would be $20,000. He would pay only twice 
if the court decided to impose a treble damage penalty. But with this 
proposed amendment, if the court determined that the violation was 
such that treble damages should be imposed on the large-scale violator, 
just as they could on the smaller violator, the court could do so. It 
just removes a present ceiling on civil penalties under the existing 
law. It is not a criminal penalty. 

Senator Bricker. Would you suggest a criminal penalty also? 

Mr. Beroeson. There is a criminal penalty also. This is just di- 
rected to take off the ceiling on civil penalties for large-scale violators. 

Senator Bricker. I see. I had not read the provision of the law that 
you suggested. 

Mr. cations: This does not touch on the criminal provision at all, 
sir. 

Senator Bricker. You think they are adequate, the provisions of 
the law that we passed are sufficient ? 

Mr. Brrason. Yes, sir. I think the criminal penalties are adequate. 

Senator Bricker. One other question with regard to the utility 
situation. You recommend, I think—and I do not know exactly where 
it is—you recommend the Federal Government be permitted to inter- 
ose in any rate increase or rate cases before the local regulatory 

ies # 
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Mr. Brreson. That is right. 

Senator Bricker. Which proved in the war, I think, to be a very. 
cumbersome and very annoying situation to a lot of the regulatory 
authorities. 


; I wonder if you have studied that sufficiently to know the need 
or it. 

Mr. Brreson. The authority we have proposed, Senator, gives the 
President the auithority, and, of course, by delegation, I would assume 
the Economic Stabilizer, the authority to determine not to inter- 
vene. This is not mandatory intervention on the part of the Gov- 
ernment, so that they would not be in every single case. It requires 
notification and mandatory permission for intervention if the decision 
to intervene is made. 

The purpose of it is to be able to apprise the State regulatory agen- 
cies of the stabilization difficulties that may be created by any pro- 
posed rate increase. 

Senator Bricker. Do you not think they know that? 

Mr. Bereson. I think it might be helpful to them to have the par- 
ticulars brought to their attention. It in no way imposes—— 

Senator Bricker. Would it not ultimately hold up the case and the 
right to produce testimony and delay and interfere? That is the way 
it was used, I know, in many instances, and I for one am opposed to 
the Federal Government sticking its nose into that which is primarily 
and essentially a State business. I do not think if the utilities are 
properly saulened in the State it has one iota of impact upon the infla- 
tionary program in this country if the rates are not exorbitant, and it 
is the authority of State commissions and regulatory bodies to see 
that they are not exorbitant, and I think to a large degree they have 
been very successful in doing that. 

Mr. Bereson. I agree with you to that extent, Senator, but in the 
areas where it has not worked it seems desirable to have the au- 
thority-—— 

Benatar Bricker. What are some of those areas? 

Mr. Brereson. The Economic Stabilization people are the ones who 
have encountered this difficulty, and they will be appearing before you, 
and they will give you the specific details. I do not have them with 
me, but we will see to it that you have them... 

Senator Bricker. I wish you would, because if it has any substantial 
effect upon the program, certainly no one would oppose it, but just to 
give you the stand-by authority to go into a State commission and say 
we have the right to interfere, and we will present testimony here for 
a couple of months, which I have known them to do, I do not think it is 
a proper relationship between the States and the Federal Government. 

Mr. Berason. I agree that if there is no justification for it, the au- 
thority should not be given, but they assure us that there is justification 
for it, and we will ask them to bring you the evidence. 

Senator Bricker. Will you make a note that we want that and see 
that they are advised? - 

Mr. Bereson. Certainly. 

Senator Bricker. On page 20 you talk about rent control, and that 
the Federal Government should not enter into the field of rent control 
where the State and local authorfties provide adequate facilities. 

Who is going to determine whether those facilities are adequate or 
not? 
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Mr. Witson. We will have our ESA establishments in all the States, 
* and if it appears inadequate, and they maintain adequate steps are not 

being taken, then we want to use the authority the President has, but 
we have to use the ESA organization for that determination. 

Senator Bricker. I am one who has felt that the State authority and 
local authority was the proper one to administer a program of this 
kind. Say, for instance, New York had a rent-control program— 
and they have one—and the President should decide that is not ade- 
quate; it is not doing the job. This would give him authority, under 
your suggested amendment, to go in and say to New York you are 
not doing this in the right way. We are just going to superimpose the 
Federal authority over the State regulatory authority. Is that the 
situation ? 

Mr. Bereson. That is a possibility, Senator, but I hope you are 
presuming an extreme situation. 

Senator Bricker. That is the only way you can test the law; is it 
not? 

Mr. Bergson. I am sure there will be no desire on the part of the 
Federal Government to intervene where there is reasonably adequate 
State regulation, for a variety of reasons. One is, as you point out, 
that a good, well-administered State regulatory agency can do the 
job better ; and, secondly, there will be enough for them to do anyway. 
There is the danger you mention, but I do not think it is as real as 
apparent. 

nator Bricker. Of course I agree you have enough to do anyway. 
If this haw is enacted as suggested you will have plenty on your hands. 

This, of course, rey should be, I suppose, put to Mr. Woods, 
but since you have brought it up, I would like to pose this problem to 
you: Wages have gone up tremendously since the war or since 1940 
and 1941; prices have gone up, as we all know, multiplied many times 
over in some instances, and the last testimony we had was that under 
rent control there had been a 15-percent, on the average, increase in 
rents during that same period, maybe 15, 20, or 25 percent. 

Have you any plan or program to take care of the needs of those 
people that have tried to provide for their own social security, so to 
speak, in investing their money in real estate for rental age. to 
give them the advantage of present-day prices, and to take into con- 
sideration the continuing—maybe not continuing, and I hope it is 
not continuing—adulteration of the dollar which has taken place 
since 1940 when these rent controls were imposed up to the present. 
time. 

Mr. Brerason. That is done, specifically, in the bill, Senator. It 
provides that in setting any ceilings in areas where there are presently 
ceilings, that individual and general adjustments in maximum rents 
shall Ge mba to compensate landlords for increases in cost of opera- 
tion and maintenance, since the maximum rent is stated in the rent- 
control area. That is a mandatory provision. 

Senator Bricker. We have tried to do that. You put it on indi- 
vidual or general cases. Of course, the implementation of it is the 
difficult problem. 

Mr. Bereson. That is the problem; yes. 

Senator Bricker. I do not think it is needed in areas except where 
you have increased demands because of war production and around 
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the camps in the new installations like the atomic energy and the 
like. Outside of that, it seems to me that it is purely a local problem 
unless you do give the property owners who rent the property—and 
inost of them are small owners, 82 percent have four apartments or 
four rental units, or less—the advantage of the inflation that has 
taken place up to the present time and put them on a comparable 
basis with agriculture, with labor, and with industry. 

Mr. Brreson. As you pointed out at the start of your question, 
Senator, Mr. Woods will probably be able te.give you a lot more specific 
information on that point than we are able to do, but I would like to 
point this out, that those areas, theoretically now, and I do not know 
enough of the facts to want to argue with you on specifics, but theo- 
retically those areas which are presently under control are those areas 
where controls are needed. There is provision in this act for adjust- 
ment there. For areas which are not presently under control, and 
which it is determined that controls are subsequently, or may sub- 
sequently be needed, the requirement is that due consideration must 
be given to the May 24—June 24, 1950, period, which is the same re- 
quirement that you have in your pricing regulations. So that if new 
controls are imposed in areas which are presently decontrolled or 
never have been controlled, the considerations you mentioned will be 
mandatory. 

Senator Bricker. That would apply even to the areas that have 
been continually controlled throughout the whole period. Those are 
the ones I am concerned with. 

Mr. Bereson. Those are the ones, of course—— i 

Senator Bricker. Those are the ones that have suffered, those are 
the ones that have carried too much of the burden of the reconstruc- 
tion program. 

Mr. Brercson. Those are the ones it is assumed will have required 
the continuation of controls. As I said, I do not know the specific 
details about that, but Mr. Woods will know. 

Senator Bricker. I am not concerned with the big-property owners, 
with the big-apartment-house owners, they have the money and the 
power and the influence and the contacts to take care of their needs, 
but the others have not, and they will be punished and punished terri- 
bly. In many instances it has been for political considerations only, 
and we have determined that to my satisfaction on the record. It has 
been determined also by contacts on the outside. There are instances 
I personally know about, and we do not want a continuation of a 
political institution of this kind that will penalize one segment of a 
society just because there are more votes on the other side. That is 
one thing I definitely rebel against. 

One more question, Mr. Wilson: You mention here the control of 
commodity speculation, you state the amount of speculation in com- 
modities, the increase in 1951 over 1950, and the small speculator com- 
ing in, and then the need for the hedging right. 

lave you any evidence that commodity speculation really affects 
ultimately the price of commodities?. The reason I ask you that is 
there was a report of the Committee on the Economic Report that 
indicated that it does not. We had that up, Mr. Chairman, at the 
time we enacted the first bill. 

The Cuarrman. That is right. 

Senator Bricker. I was just wondering—— 
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The Cuarrman. I was thinking when you said that about the wheat 
markets that there is probably more speculation in the wheat markets, 
because you had a ceiling price on cotton, so the ones that used to 
speculate in the cotton market went over to the wheat market. Did 
not that happen ? 

Mr. Wiutson, I do not know. 

The ©uamman. I should imagine so, because in the market in May 
and July when Mr. DiSalle put the price freeze on, there was no 
trading in the market for months. So if people did trade, I would 
judge from what I have seen they just aie over to the wheat market. 

Senator Bricker. What I am getting at is the evidence we have or 
that you have at hand, of the effect that commodity trading has upon 
the price of the commodity. 

Mr. Wison. Well, we will ask Mr. Brannan to bring over the spe- 
cific data on it, Senator. ‘I am not sure myself of the effect it has on it. 

Senator Bricker. If it has any effect upon the price, that is what 
we are driving at. 

Mr. Wuson. All I know is that on a certain commodity the farmer 
got a certain, price, we will call it a dollar, and those goods were sold 
to the user which happens to be the mills of the country, at $1.50, a 
50-percent mark-up, and it was alleged to have been brought about to 
a considerable degree, not altogether, of course, by speculation in 
that particular commodity. Well, if there is that sort of a lush prac- 
tice that runs the price of it up 50 percent, and if it is brought about 
pases by speculation—I think one of two things ought to happen: 

he American people should not have to pay that big bill to the specu- . 
lators, and we ought to find a way of minimizing the speculation or, 
if 7 speculation goes on, we ought to find a way of grabbing the 
proht. 

Senator Bricker. I agree with you entirely on that. The only ques- 
tion I have in mind, and I have it only because of the report of the 
Joint Committee on the Economic Report, is what influence the com- 
modity exchange has upon the price of the product ultimately to the 
consumer? That is what we are trying to protect against, the infla- 
tionary penctinn. We have no interest in protecting a gambler one 
way or the other, but if it has any effect upon the price, that is what 
we want, the basic proof of what effect it has. I have no objection to 
regulation of the extreme, if it is raising unjustly the price of the 
commodity and the profit is going into the pockets of those who are 
dealing on the exchanges. Certainly that all ought to be regulated, 
as you say. 

Mr. Wuson. That is all I am trying to do. 

Senator Bricker. Or the profits taken by the Government through 
some way, by taxation or another way. 

On page 22 you mention that these changes involved the anti- 
hoarding provisions of title I. Have you anything in addition to 
what we talked about a minute ago as to the penalties in regard to 
those antihoarding provisions? 

Mr. Bereson. The only change we are recommending there, Senator, 
is a provision that are | permit the President, by regulation, to per- 
mit some storing, rather than the word “hoarding,” in materials alae 
there is an antihoarding designation. For example, it may be desir- 
able to induce importers to keep more than their normal stocks on 
hand so that we could have a supply available in this country even 
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though there is a general antihoarding order in effect. This would 
permit the President, by regulation, to say that in some areas, despite 
the antihoarding order, you can keep more on hand than is necessary 
for your normal course oF business operations. 

The National Production Authority has found some difficulty under 
the present law in that area, and I.am sure Mr. Fleishmann will have 
a lot of detail for you on that point, * | 

Senator Bricker. In order to keep the flow of material coming in? 

Mr. Bereson. Right; and not having the man who was responsible 
for the flow coming in subjected to criminal penalty for hoarding, 
because the commodity is under an antihoarding order. 

Mr. Witson. Where it would be to our own interest to take measures 
against these items, those who are speculating in these items where 
the prices are being rigged against them. 

Senator Bricxer. I understand that. Your suggestion, Mr. Berg- 
son, is the provision permitting the holding of them rather than 
forcing them out ? 

Mr. Bereson. Right. ' 

Senator Bricker. Of course, the Government does not have to pros- 
ecute that. 

Mr. Brereson. Except the man would like to know whether he is 
going to be prosecuted or not. 

Senator Bricker. He does not want to take a chance on that. 

I think that is all, Mr. Chairman, that I have. 

Senator Rosperrson.. Mr. Wilson, thanks to the progressiveness of 
our distinguished chairman, we now have a committee room in which 
we can both see and hear the witness. 

Mr. Witson. It is wonderful. 


Senator Rozertson. I hope you do not object to the press writing 
down some things behind your back. 

In a 24-page statement you have discussed many of the details of 
S. 1397. Is there anything in that bill that you have not discussed ? 

Mr. Wuson. I think not. 

Senator Ropertson. S. 1397 was introduced by our aa 


chairman by request, indicating that he did not write it an 
endorsing it, perhaps, everything that‘s in it. 

Are all the changes proposed in the Defense Production Act your 
original resonimnetdatiatin’ 

Mr. Wiuson. They are the recommendations of all the agencies, 
the various agencies that constitute the mobilization program. ‘They 
all had their hand in it and gave us their recommendations. 

Senator Rosertson. That is what I assumed. For instance, in 
answering the question of the distinguished Senator from Ohio about 
why are we now going to regulate common carriers and public util- 
ities when we did not do it in the last war, you did not seem to be too 
familiar with that provision, and referred it to a staff member. I 
assume you did not write all these provisions. 

Mr. Wiurson. I personally? I should say not. 

Senator Ropertson. Did you originate all these suggestions ? 

Mr. Wiison. I did not. We had a great deal of skull practice on 
this subject from a great variety of the agencies, sir. 

Senator Ropertson. Would you mind indicating to us the specific 
provisions of S. 1397 that you personally originated. We have a lot 


is not 
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of confidence in you, Mr. Wilson, and it would help us to know the 
things that you brought out and then we will inquire who raised 
the rest of them. 

Mr. Bereson. Senator, may I rehearse—— 

Senator Roserrson. Wait a minute, we will let you testify a little 
later. I would rather Mr. Wilson answer my question. 

Mr. Wixson. Well, just wait until I find a list of them. I can tell 
you right off the reel, the commodity speculation was mine, and I was 
for that. 

I asked the agency to get into the antihoarding provision, to give 
their views on what changes we needed on the antihoarding, because 
I believe that we need the relief there in certain cases. 

Senator Rozertson. You mean stiffer penalties ? 

Mr. Wuson. No, on the antihoarding provision, that we may have 
flexibility when we want to make it possible to store, so that we are 
not rooked by those who were running the prices up. That was one. 

I think, Senator, that those are the only two items I can say orig- 
inated in my office. The rest were requested by the agencies and sent 
in their recommendations. 

The Cuarrman. Might I interject and ask a question here? 

Several Senators have important engagements. Senator Schoeppel 
had to leave, and Senator Dirksen asked me about this afternoon. We 
will have Mr. Sawyer here at 3:15. Would it be possible for you to 
come back at 2 o’clock ? 

Mr. Wuson. Yes, sir. 

Senator Rozerrson. I did not assume that you put in this provision 
that, if a man built a house after 1947 and sold it and made the title 
in fee simple, Congress would then come along and pass a law in viola- 
tion of section 10 of the Constitution and the fifth amendment about 
the sanctity of contracts and not taking property thereto except by 
due process of law and say he could not sell that house to anybody 
except a veteran. You did not originate that, perhaps? 

Mr. Wiuson. No. 

Senator Rosertson. I notice on page 18 of your statement you say 
in effect that if a farmer got parity for his farm product that is 
enough. 

Mr. Wuson. That is enough. 

Senator Rosertson. But your peneeees statement and your bill also 
= that on the items that are below parity—and all of them, I 

elieve, are still below parity except beef, wool, soybeans, lamb—you 
would freeze the price at the commencement of a selling period. 

Mr. Witson. Not if it is below parity. 

Senator Rosertrson. Then I misunderstood your recommendation. 

Mr. Wirson. I am sorry, sir. 

Senator Rosertson. When would you freeze it? 

Mr. Wuson. We would freeze it if it had reached parity. Then the 
freeze goes on, when and if it reached parity at that point, the begin- 
- ning of the marketing season. 

Senator Rdsertson. Is there anything in this bill that provides for 
a roll-back of those things that are above parity ? 

Mr. Wuson. No, sir. 

The Cuamman. You say there is nothing in this bill to roll back 
prices if they are above parity ? 
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Mr. Witson. No; nothing that would roll them back if they are 
above parity. 

The CHamman. You can roll them back under the law even as 
amended by this bill to parity prices on the May-June level of last 

ear. 
? Mr. Bereson. It is in the present law, but there is no change in that 
respect. 

The Cuamman. I know, but a lot of water has gone over the dam 
since last May and June. 

Mr. Wurson, That is right. 

The Cuatrman. That will be the danger in renewing this law, in 
my judgment, as it is. 

Excuse me, Senator. 

Senator Roserrson. This S. 1397 provides for the construction and 
operation of Government plants and the Government to put machinery 
in someone else’s plant and operate it. You axplained to Chairman 
Maybank that it was ae intention that that provision would be 
exercised only in something like atomic energy, or something extreme 
where it was not practical at all for private enterprise to do the job. 

Mr. Wuson. Generally speaking, that is right, sir. Not in the case 
of equipping plants—we are quite generally using Government facili- 
ties, like machine tools, where we aoe them and turning them over 
into certain private industries if we have them in excess. 

Senator Rosertson. I just thought of the possibility that you might 
leave us before this emergency is over, and somebody might take your 
place and would not construe this language like you do. : 

I just got a letter this morning that said 2 years ago Congress pro- 
vided that laundries should not % under the wage-and-hour law, but 
it says the new Administrator has put us under it, and please do some- 
thing about it. 

It is a fact that the language in this bill is broad enough for the 
Government to go into competition with private industry if it wanted 
to; is it not? 

Mr. Wirson. I do not know. I questioned that myself. This, as 
I understand it, is a temporary measure; and, after all, you would 
not give us the money, I take it, I hope, if it was to start the Govern- 
ment. in competition with private industry. Therefore, if anybody 
had that idea, I hope you would squelch it. 

Senator Ropertson. We will to. 

Mr. Wuson. I think you would. 

Senator Rosertson. Aithough ¢ this bill, if it is enacted, as intro- 
duced, runs for 2 more years, does it not 

Mr. Wison. Yes. It is an emergency proposition, and that is 
the way I have regarded it. 

Senator Ronertson. If I recall, we did not have in the last war 
controls on commercial rent, on the resale of privately owned property, 
on control of commodity exchanges, or control of common carriers 
and utilities. 

Are there other provisions in §. 1397 that go beyond the control 
program of World War II? 

Mr. Wuson. I do not know that I can answer that, Senator. 

Mr. Bereason. Senator, if I may answer that, everything that is in 
this bill has either been discussed specifically or generally i in this state- 
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ment. So far as the public utilities and common carriers are con- 
cerned, what we propose is exactly what was done in the last war; 
so that we are not asking for anything more in that field than was 
done in World War II. far as the other three areas that you have 
mentioned are concerned, such as control of existing housing and 
commercial rents, the information we have from the Federal Reserve 
Board, so. far as control on credit on existing housing is concerned, is 
that it would be highly desirable to keep the prices within reasonable 
bounds, if you could extend credit controls to additional areas. 

The purpose for doing this is to try to avoid direct controls. 

Senator Ropertson, In this resale of houses, a man bought a house 
built in 1947 and he thought he could sell it to anybody he pleased. 
You are going to say, “No; you cannot sell it to anybody but a 
veteran.” Would you like to add there if it is in a defense area, and 
a veteran wants to sell it and move somewhere else, he could not sell 
it to anybody except a defense worker? Would you put that in there, 
too? 

Mr. Bercson. The extension, so far as credit controls are concerned, 
is that you can require higher down payments, as it were, on the 
sale‘of existing houses, such as they have used so far as new housing 
is concerned. It does not extend the Housing and Rent Act of 194 
any further than it is: already extended. L 

Senator Rozertson. I did not read the language in the bill that 
way. I read it as a direct limitation upon the market that would be 
available to the owner of that house. Hant is the way that bill reads: 

No housing accommodations designed for single-family residence, the con- 
struction or conversion of which has been completed since June 30, 1947, shall 
be offered for sale or resale, or sold or resold, to persons other than veterans or 
their families. 

That does not say anything about how much they should pay down 
on it, 

Mr. Bereson. That is the present law, as we understand it. 

Mr. L’Hevrevx (counsel for the committee). What I have in mind 
is that certain bills or acts, such as the Wherry housing bill, may not 
have contained a restriction upon rerenting or reselling houses such 
as contained in this bill. In that case we should consider whether we 
want to impose this type of limitation now when the purchasers of 
such housing have bought without such limitations. 

Mr. Brreson. My understanding of the purposes of this is merely 
to reenact existing law and, so far as the credit controls are concerned, 
to Eo the extension of credit controls on housing that were started 
before August 3, 1950. If it goes beyond that, it probably uninten- 
tionally went beyond that. 

Mr. L’Hevrevux. There would be no objection if clarification of 
that were made in the bill? 

Mr. Bercson. That is right. 

Senator Rosertson. Mr. Wilson, there is one paragraph in your 
statement that I know came straight from your heart, and that reads 
as follows: 

Our determination to remain free and our magnificent production system are 
great deterrents to further Communist aggression. These are the sources of our 
might. We must maintain and strengthen them. 

When you say “maintain and strengthen them,” you are talking 
about both of them; are you not? 
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Mr. Witson. That is right. 

Senator Ronerrson. We have in a bill here, which you personally 
sponsor, an antihoarding provision and the control of commodity ex- 
changes, and other provisions of the bill came from other administra- 
tive sources. You would be willing to trust us to analyze those very 
carefully to determine whether we are carrying out your objectives 
to maintain and strengthen both freedom and our productive system. 

Mr. Wiison. Yes, but I think I recognize, as I am sure you do, 
Senator, that in a period of emergency there are compromises we must 
make in order that ultimately those freedoms we treasure are going 
to continue. 

Senator Ropertson. We recognized that when we passed the Pro- 
duction Act of 1950. 

Mr. Wirson. You would make certain restrictions there, and I do 
not think these changes, generally speaking, which I ask, substan- 
tially cut into those things. I think it will be helpful to give flexibility. 

Senator Roperrson. I am definitely of the opinion that 3 or 4 months 
from now, when defense spending is probably two or three times what 
it has been this past spring, there will be greater pressure of an infla- 
tionary character than we have been up against before. 

Mr. Wizson. That is what I am afraid of. 

Senator Rosertson. The fundamental law of supply and demand 
will not take care of us; it cannot successfully function, and it is nec- 
essary for us in that emergency to continue some type of control. As 
our chairman announced when he introduced the bill, we want to give 
very full hearings to conflicting viewpoints. You said there are going 
to be some conflicting viewpoints, but you said that is the essence of 
democracy which pleased you. 

Mr. Wiurson. That is right. 

Senator Rozerrson. Thank you very much. 

Senator Bricker. May I ask one question here of Mr. Bergson or 
Mr. Hale; either one? 

Under title II you give authority to the President to condemn prop- 
erty to be taken over by the Government. Was that authority in the 
law in the Second World War? 

Mr. Bereson. Yes, that is in title II of the Second War Powers Act. 

Senator Bricker. You have that in addition to authority requested 
for the period ? 

Mr. Brreson. That is right; that is in title IT. 

The Catan. Senator Schoeppel asked to be heard at 2 o’clock. 

Senator Douglas, do you want to proceed now or do you want to 
come back at 2. 

Senator Dovetas. Mr. Wilson has been testifying for some time, and 
I do not wish to subject him to many more questions, but there is one 
question I would like to ask. 

The Cuarrman. Senator, we are going to be here this afternoon. 

Senator Doveras. I will be perfectly willing to waive asking any 
questions, but it so happens that I cannot be here this afternoon, and 
there is just one question I would like to ask for the record. 


It is true, Mr. Wilson, that you may have originated only two of 
a Did you review the proposals which were submitted 
by others ! 

Mr. Wuson. I am glad you asked the question, Senator. I do not 
want to appear to be running out on any one of them. Of course, I 
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studied the propositions. that were made by the various agencies as 
they saw the requirements and approved them; in fact, put in a lot of 
hours of skull practice on them myself as to the necessity of them, and 
rejected many. 

Senator Dovetas. In other words, you have not taken recommenda- 
tions made by subordinates and passed them on, but they have gone 
through your mind and after considering the matter you believe that 
the recommendations which you make are sound ¢ 

Mr. Wuson. That is right. I probably rejected more than 50 per- 
cent of those that came in, and those that are here cover it, and these 
seem necessary and desirable to me during the emergency. 

Senator Doveras. Without wishing to probe too deeply into the 
causes of your distinguished industrial and business career, when you 
were heed of General Electric, did you originate all the proposals 
which the General Electric Co. put into effect ? 

Mr. Witson. You can be sure I did not, because the company is 
pretty successful. 

Senator Dove.as. But you reviewed the recommendations made by 
—— and if they met with your approval then you put them into 
effect 

Mr. Witson. That is right, and I had to take the final responsibility 
for them if I wanted to hold my job. 

Senator Doveras, In other words, there has been nothing unusual 
in this case for your taking recommendations from subordinates and 
then deciding whether or not they were sound ? 

Mr. Wirson. I would not think so, sir. 

Senator Dove.as. I am very glad to have the record clear on that 

int. 

Pethe CuarrMan. I think, if it is agreeable, we should recess until 
2 o’clock, because Mr. Wilson has to have his lunch. 

(Whereupon, at 12:50 p. m., the committee recessed until 2 p. m. 

the same day.) 


AFTERNOON SESSION 


The Cuarrman. Mr. Wilson, I am sorry we had to bring you back, 
but these gentlemen have a few questions they wish to ask. 

Senator Dirksen, will you go ahead ? 

Senator Dirksen. Mr. Wilson, just to keep my own thinking straight 
on this subject, this bill, if enacted into lawand added to the powers 
delegated under the original Defense Production Act, will virtually 
delegate power that could amount to an economic strait-jacket if, 
in your judgment, that is necessary, or shall I say, in the judgment 
of the President. 

Mr. Wirson. Well, it has some strait-jacket capabilities, I will have 
to admit, but since they are only to be used in an emergency and then 
only for a short period, I would not think that they were too serious, as 
one who does not like controls. 

Senator Dmxksen. Just to make certain, of course, that we under- 
stand, because I do believe there is a tremendous interest all over the 
country as regards this delegation of power, this calls virtually for a 
surrender of economic freedom in America, so that the power which 
you exercise or would exercise under this measure over materials, 
prices, wages, rents, inventories, transport, utility rates, and other 
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things that are in the bill, constitutes in effect, an almost total power 
over the American economy if, in the judgment of those who wield 
that power it had to be exercised. 

Mr. Wison. But substantially those items you mentioned, sir, are 
in the bill already. 

Senator Dirksen. I am adding the paaenes amendments, plus the 
authority delegated under the original bill. 

Mr. Witson. Yes. 

Senator Dirksen. I believe the second thing in which I would be 
interested, Mr. Wilson, is how long this power is going to endure. 
I noticed in your statement that first you call for a 2-year extension 
of all of these powers, and secondly, you indicate at the end of that 
time they can be reexamined to determine which of them may have 
to be retained and which of them can be disposed of. I am rather in- 
terested in your philosophy of this thing because I went back to ex- 
amine an observation you made in 1944 before the Army Ordnance 
Association—to be exact it was January 19, 1944. At that time you 
said: 

The thought may be unpleasant, but through the centuries war has been in- 


evitable in our human affairs. Perhaps we should even abandon that false 
phraseology of a war economy and a peace economy. 


Then you added: 

Of equal importance is the fact that this must be done at once— 
speaking of such a program— 
and for all a continuing program and not the creature of an emergency. 


Is it your thought that these powers are going to have to be re- 
tained upon the statute books and exercised, even though a pressing 


emergency may por are 


Mr. Wixson. May I answer that question in two parts? 

Senator Dirksen. Yes. 

Mr. Wuson. First, as to the speech I made then, all I can say to 
you is that the point I made there—if we would have done what I said 
T do not think we would have been in an emergency. I do not think 
we would have been taking the emergency measures that are here 
being recommended, because we would have been militarily stronger 
and being militarily stronger, indeed, I think mighty, as we might 
have been, then I don’t believe we would be talking about the things 
we are talking about here today. 

As to the length of time the powers would be retained, my own view 
is they should be retained for the shortest possible time consistent 
with the determination to make America strong enough to stand up 
in case of war, or to make it so mighty that there will not be war.. Be- 
yond that I hope we will toss all of these things overboard just as 
quickly as we can. 

Senator Dirxsen. The difficulty, of course, there is this: Some 
weeks ago General Marshall made the observation that we may be 
confronted with as many as 10 to 20 years of tensions. Let us assume 
there are 10 years of tensions; is it your conviction then that these 

wers to be exercised on a stand-by basis, if necessary, should be 

ept upon the statute books? 

Mr. Wiison. I would not keep them any longer than each indi- 
vidual one of them seemed necessary to the Congress. I think Con- 
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gress should determine the terminal point of each of the items. My 
gwn guess is that if we do a good job in the next 2 or 3 years, the job 
of rearmament and mobilizing our defense properly, that even if the 
tensions keep up 10 or 20 years, as the illustrious General said, that we 
would not have to keep the economy in a strait-jacket to maintain our 
strength. 

Senator Dirksen. The second question, of course, relates to the im- 
pact of this power upon the American economy, for if all this power is 
delegated what you are in fact doing is to transfer the making of free 
economic decisions which are commonplace, and transferring them to 
Government, so that somebody in Government is making those de- 
cisions for the American people and especially those who are identi- 
fied with the business world. Consequently, they will have a tre- 
mendous interest in materials, prices, all those other things. 

The other day a businessman sent me a copy of a letter that is issued 
by one of the so-called business advisory services, I will not identify 
the date or name of the town, because, among other things, it is a plug 
to subscribe to the service. But here is a rather interesting paragraph. 
I say it is interesting because I happen to know the man that runs this 
service. He has been coming in and out of Washington for 15 years 
and has built up a very steady clientele. [ have been on the radio net- 
works with him once or twice way back before 1940. But here is what 
he says: 

For the past 4 months I have been spending 8 days each week in Washington 
working with some of the Capital’s most responsible men, and I have been 
thunderstruck by the scope of the Government’s plan for business mobilization. 
Regardless of the outcome in Korea Washington has thrown your organization’s 
chart out of the window and is assuming the key spot in running your company. 
The controls going into effect during the next 90 days can only mean that some- 
one in Washington will be checking your every move in production, new plant 
facilities, wages, prices, and sales. The crucial Washington story has already 
begun to pose serious problems affecting not only businessmen’s immediate in- 
come, but possibly the very existence of many companies during the next 12 or 
24 months. 

Do you agree with that estimate, that that is going to happen to 
the American economy, starting within the next 90 days? 

Mr. Wuson. Ht has happened, to a degree. It is all a matter of 
degree. Certainly, once you put on the controls, even those controls 
we have—of course, you take some of the freedoms of operation away— 
but I do not know any other way to build military strength and the 
equipment that is needed for military strength, by just some haphazard 
plan other than the extent of the planning that we have already 
done, and I admit you can make a case for the point that fellow covers 
in the letter. 

Senator Dirxsen. I am interested also in the terminology that he 
uses, whether or not if people had knowledge of what lies in the im- 
mediate future they seed be “thunderstruck” by the impact upon 
American business. 

Mr. Wuson. I do not think they would, myself. If I got that letter 
when I was back in business, I would toss it in the wastepaper basket. 
I do not think so much of it. 

Senator DmxseNn. Mr. Wilson, that could be, except, of course, for 
the powers that are delegated here, and if those powers were abused 
you could socialize America. 
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Mr. Witson. That is why you have a watchdog committee and as 
I understand it the watchdog comittee you appointed is supposed to 
see that the powers are not abused and they always have it in their 
power to put the screws on in case of danger. 

Senator Dirksen. I know about watchdog committees, because I 
have served on some of them in years past, but I know that when the 
horse has left the stable and the door is locked you are in a difficult 
position. : 

Mr. Witson. Well, that is a danger. Amy time you take away the 
freedoms, and to some extent you do, there is no getting away from 
it, nobody likes it. 

Senator Dirksen. But in a package, just to make sure we know 
our objectives, there is here a request that the American economy sur- 
renders a great many of their economic freedoms in order to preserve 
the larger freedoms somewhere down the road. Is that a fair state- 
ment ¢ 

Mr. Wiison. I think that is right. You give up something to pre- 
serve our freedom; that is right. 

Senator Dirksen. Mr. Wilson, I am rather interested in the at- 
titude that was expressed in your statement on funds. Am I right 
in assuming that what you would like to have would be appropriations, 
more or less, of the blank-check type then to use them out of the re- 
volving fund, so that you have more flexibility of action ¢ 

Mr. Wiutson. No. We come back to you on these large amounts for 
the revolving fund, we come back and ask for specific appropriations 
for those. 

Senator Dirksen. But in many cases you do not want that tied down 
or particularized, so that you have latitude of action? 


Ir. Winson. We have latitude of action and some flexibility, yes. 

Senator Dirksen. Mr. Wilson, I am also interested in that pro- 

vision of the amendment in S. 1397 which appears on page 13, which 
reads as follows: 


Whenever in the judgment of the President such action is necessary or proper 
in order to effectuate the purposes of this Act, and to assure compliance with 
and provide for the effective enforcement of any price regulation or order issued 
or which may be issued under section 402, he— 


meaning the President— 


may by regulation or order issue to or require any person or persons subject 
to any price regulation or order issued under section 402, a license as a con- 
dlition of selling or delivering any material or service with respect to which such 
price regulation or order is applicable. 
Is it the intent of that proposal that if it became necessary, in the 
interest of the administration and enforcement of the price regula- 
tions, that every amenable business in the country could be licensed ? 

Mr. Bereson. Under this provision, Senator, if the licensing pro- 
gram is put into effect, everybody in an industry that was jee by 
it, every company in that industry would automatically get a license. 
There would not be any determination made as to who should or whe 
should not have a license, but all companies or all factors in that busi- 
ness would get licenses immediately. 

Then in the event of a price violation the licensee would be warned 
that if he violates price regulations again he would be taken into 
the court, and a court, would be asked, after the second violation oc- 
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curs, to take away from him his license to do business for a period 
not in excess of 1 year. 

Senator Dimxsen. Mr. Bergson, I do not want to wander very far 
from the point, but I want to know what the power is in paragraph 
(e) on page 13. Is there power there to license every business that 
comes under the purview of the price regulations issued by OPS? 

Mr. Bereson. I think there is, yes, sir. 

Senator Dirksen. In other words, here is a power to license every 
business, retail, wholesale, manufacturing, that is susceptible to a 
price regulation ? 

Mr. Brrason. I think that is correct. 

Senator Dirksen. So that if the President desires, once the power 
has been delegated, all he has to do is to issue a directive and it will 
be tantamount to law requiring a license as a condition precedent to 
doing business ¢ 

Mr. Brreson. That is right, but the condition precedent would 
automatically be fulfilled because the license would automatically be 
given to everyone engaged in that business. 

Senator Dirksen. That is not the point. The point is we have 
no business licensing today and the point is are we now going to dele- 
gate a power that makes it possible for the President, through an 
agency of Government, to require a license from every business in the 
United States? 

Mr. Berason. We have certain licensing powers, as a matter of fact, 
under title I of this act. 

Senator Dirksen. I understand that. : 

Mr. Beroson. Under allocations and priorities. This is a licensing 
authority to enforce price control. 

Senator Dirksen. Do you-think you could license a grocery store 
in Utah, Illinois, or Ohio under that power? I think you could. 

Mr. Bereson. Yes, I think so. 

Senator Dirksen. I just wanted to be sure the language was right 
and what its import and its intent is. 

Mr. Bereson. There is no question about that. 

Senator Drmxsen. I would like to know just a little something 
about subsidies, because on page 5 of the amendments you provide 
certain conditions and then you say, on line 15, meaning the President : 
he may make provision for subsidy payments on any domestically produeed 
material in such amounts and in such manner (including purchases of such 
material and its resale at a loss without regard to the limitations of existing 
law), and on such terms and conditions as he determines to be necessary to 
insure that supplies from such high-cost sources or processors are continued, 
or that maximum production or supply in such area at stable prices of such 
materials is maintained, as the case may be. 

Would you call that an open-ended delegation of authority to use 
subsidies for marginal and high-cost producers, or for the remedying 
of shortages ? hat do you think is the limit under the subsidy 
program, both as to its extent over the country and the amount that 
might be involved ? 

Mr. Wiuson. I think you have described this potential use. 
Frankly, I do not think it will have wide use, but there is the pos- 
sibility in some areas that are served by high-cost producers where 
it may be necessary to exert the weight of su»sidies to hold down 
the price situation under the general freeze. 

83762—51—pt. 15 
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Senator Dirxsen. Where the words “domestically produced ma- 
terial” are used there, Mr. Wilson, does that include not only manu- 
factured material but agricultural products as well ? 

Mr. Wizson. It is aimed at agricultural products as well. 

Senator Dirxsen. Everything? 

Mr. Witson. Yes. 

Senator Dirxsen. So that under that authority you might con- 
ceivably come in at some time and ask for an appropriation for billions 
of dollars to meet subsidy payments to producers of all kinds of 
commodities and materials in the United States ¢ 

Mr. Witson. You could do it under the authority, I guess, but I 
do not believe that that is going to happen. That is not what it is 
intended for. It is intended to cover those extreme cases that may 
arise and would otherwise have a very serious effect. 

Senator Dirksen. Are you familiar, Mr. Wilson, with the subsidy 
program that we had during World War IT? 

Mr. Wizson. Yes. 

Senator Dirksen. And you remember what astronomical propor- 
tions they reached in the field of agriculture before we got through ? 

Mr. Wuxcon. Very, very large. Toad hope we are in for nothing 
like that again. 

Senator Dirksen. You see, in the message which the President sent 
in connection with the pending bill, he also refers to the possible use 
of subsidies, and once the power is given the only limit then is the 
amount that the Congress, te direct appropriation, would set. Mr. 
Bergson shakes his head on that one. 

Mr. Brrason. Na; the subsidy authority previded in the bill, Sen- 
ator, does not cover the so-called cost-of-living subsidies. 

Senator Dixksen. What does it cover? 

Mr. Bereson. Let me give you an illustration, if I may: Take a 
processor of meat. You want to set a ceiling on that processed meat, 
a ceiling that will be generally fair and equitable, as the law requires, 
to most processors in that industry. You find that under that ceiling 
you do not get a sufficient quantity of the meat that you need. In- 
stead of raising the general ceiling so that it would be an umbrella 
to all processors and give the — processor an excessive profit, 
you give the marginal processor a subsidy to take care of this differ- 
ential, the differential in his cost of operation. These are marginal 
subsidy provisions; they are not cost-of-living subsidy provisions, and 
I think the President’s message makes that clear, Senator. 

Senator Dirksen. Well, I want to be sure that it is clear, and I read 
now from the message: 

The current outlook is for stable food prices at least for some months to come. 
However, if we find that we cannot hold the line on food prices with the powers 
recommended here, we shall need to consider legislation authorizing the use of 
other devices, including limited food subsidies, to prevent necessary farm price 
increases from being reflected in rises in the cost of living. 

Mr. Bereson. Does not that prove the point, “we shall need to con- 
sider” additional legislation for this purpose. It is not considered in 
this legislation. 

Senator Dirxsen. In this very message it was in contemplation, 
was it not? 

Mr. Bereson. The situation may arise at a future date when such 
cost-of-living subsidies may be necessary, and if at that time such 
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subsidies are necessary the President will ask for additional legisla- 
tion. But I think that makes it very clear, that the bill does not cover 
that type of subsidy. 

Senator Dirxsen. But it also makes it very clear that if you shape 
the conduct of this program to develop a condition that would seem 
in the minds of many to make subsidies imperative, then you would 
have furnished the reason there, would you not ? 

Mr. Bereson. If such subsidies should become necessary we would 
have to ask for them and it would be up to the Congress whether 
they would grant them or not, but this bill does not carry such a grant, 
and as I said, I think the President’s message makes the legislative 
history pretty clear. The language in this bill does not cover that. 

Senator Dirksen. I want to be clear as to what we are dealing with 
here now, what kind of power we are delegating, and, finally, what 
condition may be developed that automatically produces a request 
for additiona pera that will develop even greater control over the 
American people. 

Mr. Bereson. We certainly hope in administering these, we will 
not encounter that: situation. 

The Cuarrman. Any further questions, Senator ? 

Senator Dirksen. One more question, Mr. Chairman. 

Mr. Wilson, on page 39 I notice a provision I have never seen in 
any legislation before. That is page 39, line 12. It is an amendment 
to section 705 of the original Defense Production Act, and it says: 

The President is authorized to obtain, by regulation or otherwise, from any 
person such information as he may deem necessary and appropriate for measur- 
ing the adequacy of existing legislative and administrative provisions for the 
national defense and developing recommendations for any changes in or addi- 
tions to such provisions. 

Precisely what is contemplated by that authority ? 

Mr. Bercson. This language, Senator, is just a slight extension or 
clarification of what is already in section 705, which authorizes the 
President, by regulation and otherwise, to get information as to 
whether reports and books and records are being kept under price 
control and other types of regulations issued under the act. This 
would extend that authority only to a limited extent, to make it clear 
that in shaping legislative recommendations to Congress, if it is 
necessary to get certain factual data that is not otherwise available, 
the President would have the right to ask for that data and use it as 
the basis of his recommendations. 

Senator Dmxsen. Mr. Bergson, what is the real reason for putting 
that provision in there and amplifying what is in existing law? You 
must have had a purpose ? 

Mr. Bergson. I think I gave you the purpose, Senator. 

Senator Dirksen. Did you have some specific case in mind? 

Mr. Bereson. We have found, on many occasions, that information 
that has been obtained by Government as confidential information, 
can only be used for certain purposes. Information may well be 
needed for the evaluation of proposed recommendations to the Con- 
gress in existing law. It is not for the purpose, Senator, of ferreting 
out information that the Government would not be otherwise entitled 
to have, but it is solely for the purpose of putting the administration 
in a better position to recommend to the Congress, where necessary, 
sound and well-considered legislation. 
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Senator Dmxsen. Let us assume a regulation is issued which says 
in effect, any person who possesses information valuable to the achieve- 
ment of the goals of the defense program shall be required to submit 
that information to the Government on request. That is a regulation ; 
there is no penalty clause. Sup he does not do it, what happens? 

Mr. Bereson. There isa peidlinteheadie 

Senator Dirksen. I am assuming, for the purpose of the regulation 
for the moment, that there is no penalty clause. Now, what would 
you do, because you say here, “regulation or otherwise.” What do 
you mean by “otherwise” ? 

Mr. Bereson. That is the language of the present statute, I think. 

May I read it to you? — 

Senator Dmxsen. Yes. 

Mr. Bercson (reading) : 

The President shall be entitled, while this Act is in effect, and after a period 
of two years thereafter, by regulation, subpena, or otherwise, to obtain such 
information from, require such reports and the keeping of such records by, 
make such inspections of, the books, records, and other writings, premises or 
property of and take sworn testimony of any person as may be necessary or 
appropriate in his discretion to the enforcement of the administration of this 
Act and the regulations or orders issued thereunder. 

This broadens that authority only to provide for the furnishing of 
that information, not for the enforcement of the regulation, not for 
the enforcement of the orders, but for the giving of this information 
for the determination as to whether or not a change in the act is 
desirable. 

Senator Dirksen. But for reasons unknown to me, in the original 
act, the Congress has very carefully said the President is entitled to 
that information and here it says “the President is authorized to 
obtain by regulation or otherwise,” and that can involve, of course, 
remedies in order to get it. I am just wondering how far you are 
going with this power. That is the important thing, I believe, and I 
just want to spell it out for myself the best I know how. 

Mr. Bercson. That is the purpose of it, Senator. 

The Cuarrman. Is there anything more, Senator ? 

Senator Benton, you may inquire. 

Senator Benton. Thank you, Mr. Chairman, As the newest mem- 
ber of the committee, Mr. Chairman, were I sitting close to the chair- 
man at this table by right instead of by the courtesy of your invitation, 
I hope I would have thought of some of these penetrating questions 
that have been asked by my seniors. They have asked many that I 
would have liked to have thought of and would have liked to have 
asked; but I do have three or four areas to inquire about, with a ques- 
tion or two in each area. 

Did you consider, Mr. Wilson, this termination date of June 30, 
1953? It will occur 2 years from now and we will have a new Congress 
convening in January of 1953. Here we are with this new Congress 
and trying to get this bill through with only 2 months to go. I know 
it was the opinion of many of your associates on the War Production 
Board that we let the controls go too fast and too precipitously after 
the last war, and I wondered if you gave some consideration to, per- 
haps, December 31, 1953, or some other termination date for this bill ? 

Mr. Wuson. As a matter of fact, Senator, we just figured that in 2 
years we would know a lot more about what was going to happen. 














DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 63 


Senator Benton. You would not object to a December 31 date? 

Mr. Wiuson. No. 

Senator Benton. It might have advantages? 

Mr. Wuson. That is right; no, we had not thought of the exact 
time. 

Senator Benton. Referring to Senator Dirksen’s line of question- 
ing, which interested me a great deal, do you have full power under 
this act to use subsidies in any way or all ways, that future events 
indicate they may be needed ? 

Mr. Wixson. No. 

Senator Benton. I share your comment, that I would like to avoid 
them on the scale used in the last war. What is, roughly, the size 
of the total expenditure of American families on food—60, 65, 70 bil- 
lion dollars a year, perhaps ? 

Mr. Bergson. Senator, I do not have those figures. 

Senator Benton. Let us just arbitrarily say $60 billion. It is just 
an arbitrary figure. I may be 10 billion or more off, but I am taking 
it to make a point. Let us say food prices have gone up 10 percent 
in the last year, so we have a $6 billion increase, 

Mr. Witson. I think it is nearer nine. 

Senator Benton. Could I read a paragraph from a statement by 
Senator O’Mahoney, the chairman of the Joint Committee on the 
Economic Report, that bears on this. He said: 

In the last 4 months inflation has pushed up the cost of maintaining the 
Army more than 25 percent. 

Last Friday I inspected the Coast Guard Academy at New London 
and the boys there told me certain of their uniforms had doubled in 
price in the last year. 


Out of a total of $2,850,000,000 carried for the Department of the Army in the 
fourth supplemental appropriation— 


and this is just a supplemental appropriation— 


now under consideration in the Senate Appropriations Committee, $678,000,000 
represents the total of inflation since last December. 

Mr. Wuson. That is terrific. 

Senator Benton. If subsidies played the part that many who had 
experience with price controls in the last war think they played in 
the 3 years or so when we held prices relatively stable, could it not 
easily be that money spent in subsidies, even though large, could be far 
less a cost to the economy, assuming they are effective, than further 
continued inflation ? 

Mr. Witson. Yes, I would agree to that, if I thought we were going 
to have further continued inflation, Senator. 

Senator Benton. If we do have it and if you think subsidies may 
help control it, you would have to come back for additional legislation ¢ 

Mr. Witson. That is right, sir. 

Senator Benton. Do you think you would have time, with the speed 
at which inflation works, to come back for that additional authority ? 
In other words, you would have to wait until we went up 5 percent or 
10 percent and then suddenly draw up additional legislation while 
two more months might go by. Might it not be wiser—and I do not 
like to force additional power and authority on an administrative 
officer of the Government—at least to have the power in this bill, and 
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as you pointed out this morning you would then have to come to the 
Senate to get the money ? 

Mr. Wiison. Yes; that is right. 

Senator Benton. In other words, the Congress would still have 
control, because you would have to come up to get the funds for the 
budget. I will put it this way: Have your people studied apenas cmd 
the question of whether you should ask for this additional power for a 
more widespread subsidy program ? . 

Mr. Wison. There were those among us who thought we ought to 
get the power to subsidize to a greater extent. Personally, I do not 
believe, with all the other controls that are being im we ought 
to look too hard for subsidization. 

Senator Benton. Of course, if that is true, you would not use the 
power. If you turn out to be right on that—— 

Mr. Witson. There would not be any great harm, except there is 
always a disposition to use it, once you get that power, or at least that 
was my experience in the last war, to use it. 

Senator Ben'ron. You are not sure you would favor it, but you are 
not sure you would oppose it? 

Mr. Wison. That is quite right. It would depend on the circum- 
stances existing at the time. 

Senator Benton. I mean, the granting to you of the power in the 
present bill. 

Mr. Wuson. That is right, I would not oppose it, but I would not 
ask for it myself. 

Senator Ben'ron. Could I refer, Mr. Wilson, to the section on page 
6 of your statement, dealing with small business. You probably 
know that the Select Committee on Small Business started hearings 
this morning on this subject. That is probably the reason Senator 
Sparkman is not with us today, and I am sorry to miss those hearings, 
as I am on that committee. Mr. Small testified this morning and Mr. 
Gibson is coming up to testify tomorrow morning. 

Have you had called to your attention the message of a week ago 
today by Attorney General McGrath? Have you seen it? 

Mr. Wizson. Yes, I have, Senator. 

Senator Benton. I have not read it, but I have a memorandum 
here which tells me that he was highly critical of certain aspects of 
the defense program and particularly the fact that small business 
was not being utilized to the necessary extent, that the bulk of de- 
fense orders were going to big business, that big business was 
handling subcontracts to its own subsidiaries and small-business men 
coming to Washington seeking relief were forced to deal with exeeu- 
tives of the same big business firms, whose associates, of necessity, are 
the key people in your setup, the same people that are freezing them 
out back home from getting the contracts which they think they are 
entitled to. 

I congratulate your associates, Mr. Wilson, on this order of April 
23, which states, for the first time, as far as I know, that the Depart- 
ment of Defense should authorize payment of justifiable price dif- 
ferentials to accomplish the objective of keeping intact the facilities of 
smal] business. 

Did that order originate in your staff? 

Mr. Wuson. That is right. 
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Senator Benton. Would you or your people be responsible for in- 
— this, or would the Defense Department ? 

Mr. Wizson. The Defense Department. I think the practical in- 
terpretation of it will be by the Defense Department. 

ator Benton. Would there be an appeal from the Defense De- 
partment ? 5 

Mr. Wizrson. You are talking about a myriad of transactions. I do 
not know whether we could work fast enough to help an individual 
case, but there is always that ability to appeal and it would get proper 
attention. 

Senator Benton. Have you given further thought to the suggestion 
I made to you, I think it was when you appeared before the Joint 
Committee on the Economic Report, that we ask the prime contrac- 
tors to give reports regularly on the percentage of subcontracts ? 

Mr. Witson. Yes; that has been done. 

Senator Benron. This angle that they are giving subcontracts to 
their subsidiaries is something I never heard before until Attorney 
General McGrath’s report. 

Mr. Wizson. As one most desirous of seeing this business become as 
well distributed as is humanly possible to do, I do not worry too much 
about that angle. I think I mentioned it to you before, in the case 
of one company that I used to know quite a little about, it had 31,000 
subcontractors. Among them might have been 20 or 25 subsidiary 
companies, but it had 31,000 subcontractors. 

: Senator Benton. I agree with you, I doubt if it is an important 
‘actor. 

Mr. Wuson. I personally do not think so, I doubt it. I think 
many of the small-business men are pretty well loaded up with this 
business. 

Senator Benton. I think this line of questioning will be pursued 
much more fully with your people in the Select Committee on Small 
Business, so I shall pass it over, except for the general comment that 
I think the problem in relation to small business is an acute one and 
we cannot answer it with the words in the memorandums and protesta- 
tions that are more common in many of our Washington departments 
than the actions to implement them. 

Would you turn in your statement, just for a moment, to page 13? 
You will remember my previous questioning, I think at the same time 
before the same committee, when I asked you about the prime con- 
tractors, on the subject of the Connecticut steel mill, and out of your 
long background in 12 years as a resident of Bridgeport, you agreed 
on the need for locating of a steel mill there in New England. 

Mr. Walter Wheeler, the president of the New England Council, 
who is terribly interested in this, spoke at a small business clinic in 
Stamford, which I conducted about 10 days ago. He sat next to me 
and was trying to instruct me about the steel business. I would like 
to make a point on your statement here about authorizations for 
Government construction of defense plants. 

Mr. Wheeler told me that most of the new plants in the steel busi- 
ness have been built by the Government during the last war and then 
taken over by steel companies. Is that roughly a fair statement? 

Mr. Wirson. It is not, in my judgment. It is far, far from it. 

Senator Benton. It is not true of the majority ? 

Mr. Wuson. I should say not. 





66 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Senator Benton. Tell me if this next is true—perhaps I am inter- 
preting him inaccurately. He said that the engineering report just 
submitted about the new steel mill in Connecticut indicated that it 
would be a productive and profitable enterprise for one of the big 
companies, which, being in the excess-profits bracket, could use the 
certificate of necessity against their excess profits to write this mill 
down over the next 5 years, on the assumption they are now in excess- 
profits bracket, so that they would end up 5 years from now with a 
written-down mill. I gather the engineering report says that on that 
basis the mill would be productive and economical and a sound 
economic venture. But for some independent group—not that you 
can call a steel company a small company when it takes $220 million 
to build the mill, but it would be small in relation to the steel in- 
dustry—the mill is uneconomical because they cannot count on being 
in the excess-profits bracket .and using a certificate of necessity to 
get the written down value of the plant 5 years hence. Does that 
sound like a reasonable dilemma or a dilemma that might make sense? 
The question being, as I gathered from Mr. Wheeler, whether on our 
New England steel mill we are in a position where we must interest 
one of the big companies in order to get the mill, because only for a 
big company in the excess-profits bracket could this on a capital invest- 
ment basis work out and become economically productive. 

Would you comment on my recollection of what Mr. Wheeler said 
in his report? : 

Mr. Wiuson. In the first place, neither one of the supposititious 
cases would get 100 percent amortization, if I had anything to do with 
it. Thatis No.1. No.2 is if it were such an uneconomic proposition 
that a new company with a 5-year amortization, even if it was only 70 
percent of the total capital investment, as it would be in either case, if 
it could not make out with that sort of an amortization picture, then I 
do not believe it is a good proposition for either a big company or an 
independent company. 

Senator Benton. I think Mr. Wheeler was interpreting the report 
by giving me his own views. 

Mr. Wuson. I do not know what the outcome of that would be. I 
understood they were going to have a report. We have said right 
along that if they got financing for that proposition, if investigation 
disclosed there was a market for the steel in that territory, why, we 
would consider the amortization certificate. 

Senator Benton. You just extended it for 90 days. 

Mr. Wuson. That is right, and while they were looking around for 
money, you may also remember, in the interest of New England, I said 
I thought there were better things for New England to make than 
steel, and one of them was aluminum. I mean, it was a natural place 
to bring in bauxite. They had many uses for aluminum right in that 
great manufacturing territory. They have many uses for steel, but 
they have greater difficulties. They have got to get coal in there, 
they have got to get ore in, and I thought they kind of compounded 
the difficulties, myself, but that is their business. We stood ready to 
grant the amortization certificate if they got the financing. 

Senator Benron. Would you agree that granting a certificate of 
necessity to a company in the excess-profits bracket in effect means the 
Government pays for 70 percent of the cost of the plant? Is it not 
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wise, frankly, to face up to it, that this is a form of direct subsidy, 
because otherwise that 70 percent would be taken by the Govern- 
ment in taxes? When you remit 70 percent of the cost of the plant 
in taxes you are in effect giving the company a plant at 30 percent 
of what it would otherwise cost. to build. 

Mr. Witson. Well, for the period of the amortization, yes, there is 
a gain, but remember, they pay higher taxes later because they do 
not have that amortization going into costs in the later years. It 
speeds the process up; yes. 

Senator Benton. If the plant is then successful you would hope to 
recapture that 70 percent in taxes ? 

Mr. Witson. And furthermore, many of the plants on which you 
are giving amortization, remember, are working on a renegotiation 
basis. If it is too liberal you will capture some of it back that way. 

Senator Benton. I was thinking of the certificate of necessity in 
contrast to the decision you may occasionally make for the Govern- 
ment to build a plant. I would agree wholly with the illustrations 
you gave Senator Bricker this morning. If it is going to be a standby 
plant that does not operate, sort of in mothballs, there is no incentive 
of any kind for private business to put its money up, build it or keep 
it. You do not have any choice, whether it is rubber, or whatever 
the other illustrations were you gave this morning, but to have the 
Government build it. 

I am wondering about the possible choices in other areas as to how 
you are going to determine when to authorize the Government con- 
struction of plants in contrast to the granting of the certificates of 
necessity. 

Mr. Witson. Only in some very special case where there was a new 
process or something very unusual like that involved. 

Senator Benton. The certificate of necessity is what you prefer, 
and the Government building of the plant would be the last resort? 

Mr. Witson. Yes; that is the last resort, because I think the tax- 
payer might get the worst of that. I do not think he gets the worst 
of the amortization thing, if we do it with reasonable wisdom, because 
remember, if we give 70 percent amortization, that is about 14 percent 
a year and chances are they would have gotten seven, eight, or nine, 
or something like that, on some of these plants anyway, so with the 
speeding up of the amortization it is not too serious a proposition. 

Senator Brenton. I just have one more question, Mr. Chairman, 
and it is representative of a wide range of possible questions, because 
the need for price controls seems to be the most self-evident present 
need from the standpoint of the constituents of most of the Senators 
here and the squeeze that is being put on the teachers, postal workers, 
and other people of fixed income is causing more suffering than any- 
thing in recent decades. 

Mr. Witson. Yes. 

Senator Benton. There never was a time when so many of them 
were having to work frantically on special jobs and put their children 
and wives to work, and so forth. 

On page 21 of your statement you mention the control of commercial 
rents. 1 think perhaps before you came in this morning the com- 
mittee had decided and the chairman announced that we would have 
no witnesses in this area, but that briefs could be submitted to the 
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committee and we would later decide whether witnesses should be 
heard or not. I notice that you tie it up with respect to small busi- 
ness. Of course, commercial rents affect all prices in that they have 
their effect on the whole price structure, and I wonder if you would 
comment on that further, because in light of your inclusion of it in 
this memorandum I am not sure that the committee may have made 
the wise decision in its executive session before you submitted your 
a this morning, ; 

r. Wiuson. Of course, what we are afraid of, Senator, is in 
individual places there may be extreme hardships brought about by 
those who own small commercial properties jumping the rent out of 
all proportion to the increases in ¢ maintenance, et cetera, so 
that small businesses—grocery stores, butchers, and the like—will suffer 
their cost of doing business as a result of these tremendous hikes in 
rent that we heard about, and that would influence their ability to 
maintain the price ceilings that we are establishing. 

Senator Benton. You would think this bill inadequate if it did 
not provide for a form of commercial rent control ? 

Mr. Wuson. I think it is an insurance policy on the over-all job 
we are trying to do, to-keep the cost of living down to a reasonable 
limit; yes, sir. 

Senator Benton. I think the testimony is very interesting, Mr. 
Chairman. I know you will take it into account when you review 
the subject. 

The Cuarrman. Of course, the committee can decide, as the Senator 
knows, what they want to do about everything. There was a state- 
ment made here today, I made a statement myself, that I introduced 
this bill by request. Very frankly, I met with Mr. Wilson in the 
White House, and also met, with the other gentlemen at the witness 
table and others one afternoon, and I introduced the bill the next 
day. I stated at the White House, in the presence of Mr. Wilson, 
that there are some things in the bill that I did not think much of. 
I have to be convinced, as this hearing progresses, that such changes 
are necessary. I am certainly not one to sabotage any bill or to say 
that it is not necessary to have some sort of control, but as to what 
is to be put in a control bill is a matter for the committee to decide. 
All I want to do is to have open and fair hearings; and I will be 
perfectly frank about it, when I went over this bill and the President’s 
message, I stated that there was not any human being, in my judg- 
ment, who could have enough ability to take in all of this in a short 
session of 2 or 3 hours. Very frankly, I am not going to put myself 
in a position to say what I am going to vote for and what I ami not 
going to vote for until I know how it is going to affect the American 
people. That is all I wanted to say. 

As far as commercial rents are concerned, when the committee met 
this morning there was not any reason to bring these people down until 
we could be further advised. If the committee wants to reverse itself 
and bring those people up, it is all right with me. 

Senator Benton. I would just like to add my congratulations to Mr. 
Wilson on what I think is a very admirable statement, Mr. Chairman. 
I think it is a remarkable document. How you did it while you were 
over in Europe is a little beyond me, but it is a remarkable document. 
The Caatrman. Senator Schoeppel, I am sorry we kept you waiting. 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 69 


I might say, Senator, before you interrogate Mr. Wilson, we have 
a meeting with the Secretary of Commerce, Mr. Sawyer, at 3:15, and 
for the convenience of the committee I have gotten the old Supreme 
Court room over in the Capitol so we can get on the floor to vote on 
the agricultural bill. The Commerce Department people are on their 
way over there now. Therefore, when you have finished with Mr. 
Wilson, we will meet over there at 3: 15. 

Will you go ahead, Senator ? 

Senator ScnorrreL. Turning to your page 11, my question will go 
only to this part of your statement that refers to agriculture, at this 
time. 

Senator Bricker asked you a question with reference to whether you 
could give some additional enlightenment to your second paragraph 
of that page, and I understood you to say that you preferred not to 
discuss it for reasons that you thought might be expedient. 

Do you have any objection to giving this committee in executive 
session your ideas about what that is? 

Mr. Wutson. Not a bit. 

Senator ScHorrret. That would satisfy me, because I certainly 
want to know what you have in mind on that. 

Mr. Witson. I just did not want to name the articles. 

Senator ScHorrret. That answers my question there. If we can 
get that in executive session that is all right. 

Turning to page 12: 

The amendment also provides that the President may authorize subsidies to 
high-cost processors of agricultural commodities if he finds “that under ceilings 
on products resulting from the processing of agricultural commodities, including 
livestock, which allow a generally fair and equitable margin for such 
processing” — 
and so forth. 

When you talk about subsidies there, are you thinking in terms of 
subsidies for the processors only ¢ 

Mr. Wuson. In that case it is for the processors. 

Senator ScHorrren.. Let us go down a little bit further. In the 
third paragraph on that age, which is the second full paragraph on 
that page, after the words “civilian requirements,” this is what you 
state : 

This subsidy authority will provide the means for maintaining production 
objectives consistent with our efforts to stabilize the cost of agricultural products, 
particularly meat. 

_ Mr. ——— The processing of meat is one of the things we have 
in mind. 

Senator Scuorrret. But you say maintaining production. You 
did not mean by that, as I get it, to refer to on the hoof or the pro- 
duction of the live animal, paying a subsidy for that? 

Mr. Wuson. No, sir. 

Senator Scnorrre.. That is strictly on the processing side only? 

Mr. Witson. That is what I am refering to; yes, sir. 

Senator Scnorrret. And will that same explanation carry on over 
into your last paragraph on that page, where you say: 

The third type of subsidy authority would enable the President to make subsidy 
payments if he finds “that an increase in cost of production, distribution, or 


transportation is temporary in character and threatens to impair maximum 
production or supply in any area at stable prices of any materials”? 
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Mr. Wuson. No; that goes much further, sir. For example, where 
we had to move iron ore from the Mesabi Range by cars, which is a 
very expensive thing as compared with the normal method, and we — 
wanted the ability, in the event of great necessity, to subsidize that 
additional transportation in the interest of the Defense Production 
requirements. By such a subsidy we could keep up the supply of 
iron ore, and the supply of steel, without increasing the cost of the 
iron ore and of the steel by the added cost of shipping the ore by 
rail. That isthe sort of thing we had in mind. 

Senator Scnorpre.. In view of the fact I do not know what ques- 
tions were asked, and I assume that some of the questions I have in 
mind were discussed by some of the Senators who were present while 
I was absent, those are the only questions I will ask at this time. 

Senator Bricker. Mr. Chairman, may I ask two short questions ? 

The CHairman, Yes. 

Senator Bricker. Just two questions, Mr. Wilson. The first one 
refers to the botton of page 40 which says: 

The President, when he deems such action necessary, may make provision for 
the printing and distribution of reports, in such number and in such manner as 
he deems appropriate, concerning the actions taken to carry out the objectives 
of this act. 

Have you anything in mind there like a newspaper or publication 
that would go out over the country at large? 

Mr. Wuson. No. For example, we issued the OPM’s quarterly 
report, and we had to get that out of the emergency budget. 

Senator Bricker. Of course, you have to get those out and you have 
to pay for them, but you have no thought of publishing a newspaper 
or anything of that kind? 

Mr. Wirson. No, sir. 

Senator Bricker. I just heard that rumor. 

Just one more question. We agreed this morning, I think, that the 
basic problem of inflation is the control of credit and currency of 
the country and you have been appointed as chairman of the ad hoc 
committee on Federal Reserve policy, along with Mr. Snyder, Mr. 
Martin, and Mr. Keyserling. When could we expect the report from 
that committee ¢ 

Mr. Witson. We hope to give the President what I hope will be a 
final report within 10 days. I think it is the 14th we are meeting, 
and it will take 3 or 4 days to wind up the report, and I hope he will 
then dismiss the committee, as far as I am concerned. 

Senator Bricker. We would like to have that report before we finish 
this. 

(The report referred to will be found on p. 349.) 

The Cxarman. That brings up this question: I understand the 
Federal Reserve Board is perhaps thinking of having laws passed 
on further credit restrictions. Have you heard about that? They 
want additional legislation passed that would give them more au- 
thority for credit restrictions. 

Mr. ‘Witson. I have heard about that. 

The Cuairman. The only thought I had would be this, Mr. Wilson, 
in all fair play, and that is what you stand for, that if you are going 
to have anything like that you ought to get it up here before we get 
through with this bill. When we write this bill, and we are going 
to do the best we can in an honest way for the benefit of the American 
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ple, it will make some _ angry, I know, but we cannot help 
that. “If there is going to be a bill restricting credit it would not be 
a part of this bill, in my humble judgment. I do think, and I have 
spoken to members of this committee about it, that if there is any 
intention of sending that bill up here this year, it ought to be gotten 
here while these hearings are going on so that we could have hearings 
on it. To me that is the most serious thing of all. 

Mr. Witson. All right, sir. If after this meeting on the 14th there 
is anything like that, we will see that you get it quickly. 

Senator Brirexer. Mr. Martin testified at his confirmation hearing 
that there would likely be such an implication. 

The Cuarrman. Mr. Martin is going to be here on Friday. 

Thank you so much, Mr. Wilson. 

Mr. Witson. Thank you all, gentlemen. 

(The following was submitted for the record :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., June 1, 1951. 
Hon. Burnet R. MAYBANK 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


My Dear SENATOR MAYBANK: Enclosed herewith is a calendar of formal actions 
taken by Federal Departments to implement the Defense Production Act of 1950. 
I would appreciate your considering this as a supplement to my statement 
of May 7, 1951, concerning extension and amendment of the Defense Production 
Act. . 
Sincerely, 
CHARLEs E. Witson. 


Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950 





Department or agency Action 


Sept. 8,1950 | Congress, President... .--- President approved Defense Production Act of 1950. 
ie. ee ont ee President signed Executive Order 10161 delegating functions 
under DPA to existing Departments, and establishing an 
Economic Stabilization Agency. 
Die). es SS Reese NS OS A oe President signed Executive Order 10160 requiring businesses 
to ‘serve records of prices, labor, material, acquisition, 
and other costs for period May 24, 1950, to June 24, 1950, 
inclusive. 
oO Lib ...-.--.--| Seeretary of Commerce announced establishment of National 
Production Authority. 


Sept. 11, 1950 | Commerce 


Sept. 15,1950 | Agriculture... ............-- Secretary of Agriculture delegated to Production and Market- 
ing Administration responsibilities assigned to Agriculture 
under DPA. 

Sept. 18,1950 | Commerce, NPA-_-_-..----- NPA issued NPA Regulation 1—inventory control. 

See os Federal Reserve-._......--- Federal Reserve issued Regulation W imposing restrictions 


on consumer credit. 


Sept. 27, 1950 |..... Oat ee ee aa Federal Reserve revised Regulation V, inaugurating program 
of guaranteed loans. 
RATE a a 2 it Secretary of Interior announced establishment of Minerals 
and Energy Administration. 
Sept. 29, 1950 | President._.._....._......-- President sent memorandum to Federal Departments 


affected by the DPA, requesting that they consult the 
Attorney General and the Chairman of the Federal Trade 
Commission to determine and to eliminate any factors 
tending to injure small business, in performing their func- 
tions under the DPA. 
eee foc ne oo esd YES 28 Secretary of Labor announced formation of Office of Defense 
Manpower, and three Committees; Interdepartmental 
Committee on Defense Manpower, Management-Labor 
Advisory Committee on Defense Manpower, and Women’s 
Advisory Committee on Defense Manpower. 
ene can ieeadhe ....| Secretary of Interior announced establishment of Petroleum 
Administration for Defense. 
we te Commerce, NPA_..-..----- NPA announced establishment of broad priorities system 
(NPA Regulation 2). 


Oct. 3,1950 | Interior.. 
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Calendar of formal actions taken by Federal ee to implement Defense 
Production Act of 1950—Contin 


Action 


NPA announced delegations os authority to ent of 
ae Atomic Energy C Siachiadon te assign ratings 


2. 
Commissioner James aie announced establishment 
Oct Woout meron eed, eulat X restricting resi 
‘ on X res - 
; wy deptia realestate const 1 Serna banding of priority-rated 
-1 cov 
defense orders for steel. “_ 
Oct. 13, ‘ President signed Executive Order 10169 estab 
Ad Committee on Mobilization Po 
advise the Resources Board on nat mobili- 


President signed Executive Order 10172 designating the 
Co of the Resources Board as the ‘‘certifying au- 
thority” for manufacturers and other producers seeking to 
take pac ga of Federal tax benefits through eecsberated 


amortization. 

a of Agriculture issued order delegating to Secretary 
of Interior oie authority under ae we ating to pro- 

duction of fishery commodities and products 
Pedermt Reserve announced Amendment No. | to Regulation 
W, effective Oct. 16, 1950, placing further, more drastic, 

e consumer sree. 

of Interior announced — of 30-member 

Utility “er ene ouncil 
NES announced N revised rubber order 
ee of eines Tanke uring November and 

December 1950. 


NPA announced NPA Order M-3, reserving entire produc- 
tion of columbium bearing stainless steel for defense needs. 
Oct. 25, 1950 NPA announced creation of Office of Small Business. 
Oct. 26, 1950 aE et en t 1 to Order M-1 in order to provide 
steel products for the Freight Car Program. 
NPA issued NPA —— M-4, prohibiting Construction of 
vena ee or amusement, recreational, or entertain- 


NSRB ; feted NSRB hee governing the issuance of 
necessity certificates under Section 124 A of the Internal 


Revenue 
aS 2 foes NPA Order M-5, establishing rules for handling 
efense orders for aluminum under the priorit jes system. 
to insure supplies of 


tions of the pris 
Systems avon the om States and imple- 
menting the a ovine = Statement of Prin shen tet 
aera Cooperation issued by the Governments of the 
nited ed and Canada on . 26, 1950. 

NER _r delegations of authority (3 and 4) to Na- 
tional Advisory Committee for Aeronautics and —— 

States st Guard to assign ratings under NPA Reg. 2 
Nov. 13, 1950 NPA inet NPA Order M-7, to assure supply of aluminum 
for the defense and equitable bution of the 


Nov. 15, 1950 


ventory 
of Adjusting Orders, “Exemption of Imported 
eae. and Deliveries throngh Intermediate Dis- 


Federal Reserve issued Amendment 1 to Reg. X, Residential 
Real te Credit. 


N a issued & ae 2 2 to Order M-1 to oe steel products 
‘or construction of Great Lakes cargo 
NPA issued Amend. 2 to Reg. an DOr’ priority rating 
may be used to obtain wood 
Order M-9, rules for accepting and sched- 
uling rated defense orders for zin 
Commerce, NPA; Interior, | National Production oe aoe Petroleum Administra- 
PAD. tion for Defense jointly released a memorandum of agree- 
ment covering allocations and priorities powers over the 
domestic petroleum and gas industries. 

President signed Executive Order 10182 providing for the 
appointment of certain persons under the Defense Produc- 
tion Act of 1950 and prescribing regulations for their execmp- 
tion from certain conflict of interest statutes. 

NSRB issued NSRB Regulation governing loans under sec- 
tion 302A of Defense Production Act of 1950. 


1 Effective Oct. 16, 1950. 
3 Effective Nov. 1, 1950, 
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Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 


Action 


ESA announced the first meeting of the new Wage Stabiliza- 
tion Board of the Economic Stabilization Agency. 

NPA issued Direction 1 to NPA Order M-7 providing for 
adjustments in the use of aluminum in certain areas for the 
month of December. 

NPA issued Order M-10, limiting cobalt inventories to a 

pen. and directing the distribution of available 

ani December. 
ae NPA Order M-11, establishing rules for accept- 
and scheduling rated defense orders for copper and 


-base alloys. 
issued NPA Onder M-12, to assure supply of copper and 
pe products for defense effort and equitable distribution 
available nonmilitary supply. 

Geomteae of the Interior announced the establishment of 
Defense Minerals Administration, the Defense Power 
Administration, the Defense Solid Fuels Administration 
and the Defense Fisheries Administration. 

NPA issued NPA Order M-1, as Amended, to provide for 
more efficient uction schedules for steel. 

NPA issued NPA Order M-6, as Amended, to provide for 
more efficient soe schedules for steel. 

NPA anes N Order M-7, as Amended, amending the 

of aluminum for the months of J anuary and February. 

NPA fee NPA Order M-13, providing rules for accepting 
and scheduling rated orders for high-tenacity rayon yarn 
under the priorities system 

NPA Order M-14 limiting consumption of 
nickel for nondefense purposes in order to assure 
supplies for the rearmament program. 

NPA issued NPA Order M-15, to assure zine supplies for 
defense needs, and equitable distribution of available non- 
military supply, also limits inventories of zinc or zinc 
products. 


Federal Reserve issued Interpretations to Regulation X, 

Residential Real Estate Credi 
Commerce issued Transportation Order T-1 banning the 
transportation or discharge by American flagships and 
aircraft Seen Seep in the world of strategic and critical 
materials destined for countries in the Soviet bloc, China, 


, and Macao. 

NPA yey PA Order M-2, as Amended, further reducing 
the civilian consumption of natural rubber in J anuary and 
February, but maintaining the total consumption by the 

use of increasing supplies of synthetic rubber. 

NPA issued rn Order M-16, providing for the continuous 
flow of cop) into normal channels of distribution, 
also limits renter of copper scrap by scrap dealers. 

President issued a Proclamation (2914), Proclaiming the 
Existence of a National Emergency. 

Commerce issued Transportation Order T-2 banning the 

m or discharge by American-flag ships or air- 
craft anywhere in the world of any materials destined to 
Communist China, and forbidding American-flag ships and 
aircraft from calling at any port in Communist China. 

President signed Executive Order 10193 providing for the 
establishment of the Office of Defense Mobilization in the 
Executive Office of the President. 

_ cies a list of Pricing Standards for business and 

uesting nation-wide compliance to avoid the 

sales at ‘urther mandatory price control. 

NPA ies ons Supp. 3 to NPA Order M-~1, further implement- 
ing the United States-Canadian joint defense program 
o~ 12, Supp. II) allocating steel products from U. 8. 

ppliers for completion of the Canadian government- 


a sPansore freight pr program. 
NPA Order M-6, Amended, making steel 


products available to Canadian warehouse distributors 
normally supplied by U. 8. mills. 

NPA iomaed irection 2 to NPA Order M-7, continuing, for 
the first quarter, adjustments in the use of aluminum pro- 
vided for in Direction 1. 3 

NPA issued NPA Order M-17, equalizing the distribution 
of a s orders among manufacturers of electrical com- 


ESA pee felting Price Reg. 1, providing for price ceilings 
on the sale of new passenger automobiles. 

ESA issued Price Procedural Reg. 1, to prescribe and explain 
the procedure used by the Economic Stabilization Admin- 
istrator in making various kinds of price determinations. 
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Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 


Department or agency Action 


NPA issued NPA Order M-8, Amended, further assuring 
tin supplies for the defense program and “equitable civilian 
distribution of the remaining 

NPA issued. orien Authority to the Secretary of the 
Interior (Del. 5) making the Department of the Titesler 

the claimant somes for certain preduction facilities for 
a eeieaad metals 
= issued Wage Stabilization Reg. 1 freezing wages in the 
automobile industry until Mar. 1, 1951. 

NPA issued NPA Order M-18, as a tem measure to 

wo ne diversion of hog bristles from neem of 


NPA issued Directive 3 to NPA Order M-7 increasing the 

ee of vem that can be used in the manufacture 
parts during Mareh. 

Onder Mal M-19 to further conserve.and assure 

the sappy 0 of Egiinen for defense and highly essential civil- 


NPA — NPA Notice 1, listing those materials subject 


= issued Wage Procedural Regulation ie. 1, delineating 

the procedures by which interested parties may file peti- 

tions regarding wage-stabilization vupuiatione. and steps 
taken toward rendering a decision on each such petition. 

ODM announced the establishment and operation of a 
country-wide system of Management-Labor Committees 
Defense Manpower. 

NPA issued Amend. 2 to NPA Order ee aes a single 
channel, through the General Services Administration, for 
the flow of im rubber into the United States. 

NPA issued NPA Order M-10, as Amended, providing for 
complete allocation of all forms of cobalt. 

NPA ed Amend. 1 to NPA Order M-12, further restric- 
ing the use of copper to assure continued supplies for de- 
fense needs. 

NPA issued Del. 1, as Amended, granting Department of 
Defense authority to issue DO ratings for construction 

equipment for use on overseas construction projects. 

President signed Executive Order 10200, establishing the 
Defense Production Administration under the Director of 
Defense Mobilization; and the Defense Mobilization Board 
as an advisory body to the Director. 

GSA issued a regulation implementing its authority to con- 
_ —_ importation of natural rubber into the United 

Jan. ’ NPA issued NPA Order M-20 limiting inventories of iron 
and steel] scrap, designed to keep so orem moving into the 
hands of iron and steel producing m 

NPA issued Delegation of Authority to Civil Acwenoution 
Administration (Del. 6) to issue DO ratings under Reg. 2 

Jan. 5 NPA issued NPA Order M-8, as Amended, to insure the 
maximum use of tin scrap. 

Jan. 10, es NPA issued formal procedures, Rules semenew to Meetings 
with Groups of Industry Representatives 
NPA issued Notice 1 as Amended, to include additional 
critical materials subject to antihoarding provisions of the 
Defense Production Act. 

Jan. 11, 19% NPA issued NPA Order M-21 prohibiting the use of meth- 
ylene chloride for other than the manufacture of photo- 

graphic and X-ray film. 

NPA issued Amend. 3 to Reg. 2, authorizing the use of DO 
ratings to procure accessories for production equipment for 
companies working on rated orders. 

NPA NPA Order M-23, limiting the volume of rated 
orders producers of corded cotton sales yarn must accept 
in order to — equitable distribution of such orders. 

NPA issued NPA Order M-22, for the purpose of conserving 
aluminum scrap by insuring its orderly flow into the hands 

of mg smelters and fabricators. 

Federal Reserve issued Regulation X, as Amended, further 
restricting residential real estate credit. 

Jan. 15, NPA issued NPA Order M-4, as Amended, making all new 
private commercial construction subject to specific NPA 
authorization... 

Jan. 16,1951 i President signed Executive Order 10205, amending EO 10182, 
relating to the appointment of certain persons under the 
Defense Production Act of 1950 

Jan. 17,1951 ae of the Interior has been designated to certify the 

ty for access roads to make possible the exploration 
and development of deposits of strategic and critical metals 
and minerals. 
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Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 





Date Department or agency Action 


Jan. 17, 1951 President sent to Heads of all Executive Departments and 
Agencies a National Manpower Mobilization Policy, as 
recommended by NSC, the Secretary of the Treasury, 
the Secretary of Labor and the Director of the Office of 
Defense Mobilization. 

NPA issued NPA Order M-29, to assure military needs by 
reserving for DO defense-rated orders that portion of the 
supply of leather produced from horsehide fronts and deer- 
skin which meets Federal specifications. 

NPA issued NPA Order M-28 limiting the volume of rated 
orders for certain types of leather which each leather pro- 
ducer must accept. 

NPA issued Supp. 1 to NPA Order M-1, as Amended, to 
further assure delivery of steel products for the freight-car 

uction ‘am. 

ODM issued DMO-1, creating a Committee on Foreign 
Supplies and Requirements. 

NPA issued NPA Order M-30 providing for the allocation 
of all forms of tungsten except tungsten ores and concen- 
trates and tungsten scrap. 

NPA issued NPA Order M-1 as amended, in order to adjust 
its basic steel order to meet changing steel requirements 
brought about by the expanding rearmament program. 

President created a Materials Policy Commission to study 
the broader and longer-range aspects of the nation’s ma- 
terials problem as distinct from immediate defense needs. 

ODM issued DMO-2 making the Administrator of the Eco- 
nomic Stabilzation Agency a member of the Defense 
Mobilization Board. 

ODM issued DMO-3 making the Administrator of the 
Defense Production Administration a member of the 
Defense Mobilization Board. 

NPA issued NPA Order M-31, to assure chlorine supplies 
for public health needs by providing for equitable dis- 
tribution of defense rated orders among chlorine producers. 

NPA issued. Amend. 1 to NPA Order M-14, further con- 
serving supplies of nickel by permitting its use only in 
highly essential items. 

NPA issued NPA Order M-32, to assure an orderly flow of 
defense rated orders throughout the chemical industry. 
First item covered is ethyl cellulose. 

Jan. 24,1951 DPA issued DPA Del. 1, redelegating to those agencies, 

ministra' functions being carried on under the Defense Production 
Act of 1950 and which are now the responsibility of DPA 
under EO 10200. 

Jan. 25, 1951 NPA issued Supp. 1 to NPA Del. 1 expanding its delegation 
of authority to the Secretary of Defense to assist in expe- 
diting the military aircraft and guided missiles program. 

Be ceed ESA issued Ceiling Price Regulation 2, rolling back prices on 
domestic cattle hide, kips, and calfskin to the highest level 
during Nov. 1-30, 1950, as a temporary freeze of prices. 

ESA issued General Ceiling Price Regulation. 

ESA issued General Wage Stabilization Regulation No. 1. 

ODM issued DMO-4, a directive to the Defense Production 
Administration and other agencies exercising priority and 
allocation functions under EO 10161 and EO 10200, pooete 
ing for effective use of priorities and allocations in achieving 
economic stabilization. 

NPA issued the following NPA Orders, M-8 as Amended, 
M-24, M-25, M-26, and M-27; all concerned with further 
restricting the usage of pig tin, tin alloys, tin plate, and other 
materials containing tin, for certain nondefense uses. 

NPA issued NPA Order M-33 placing temporary controls on 
the distribution and inventories of molybdenum, to provide 
for highly essential production not covered by defense rated 


orders. 

Jan, 29, 1951 NPA issued NPA Order M-20 as Amended, to further assure 
a balanced flow of iron and steel scrap moving into the 
hands of iron and steel producing mills. 

Jan. 25,1951 | Office of Defense Mobiliza- | The Director of ODM announced the establishment of a 

tion. Labor Advisory Committee. 

Labor, Defense Manpower__| Defense Manpower issued ‘‘Policy Concerning the Place- 
ment of Defense Facilities and Contracts after full Con- 
sideration of Manpower Implications.’’ 

Interior, Defense Electric | DEPA issued DEPA Order EO-1, establishing procedures 
for obtaining information on major plant additions for the 
electric utility industry, which contemplate the use of 
aluminum, copper and copper base alloy. 

DEPA issued DEPA Order EO-2, establishing procedures 
by which the electric power industry may request procure- 
ment assistance in obtaining materials and equipment for 
construction of additional facilities. 


83762—51—pt. 1——6 
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Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 






Date Department or agency Action 





———$ 


Jan. 31,1951 | Wage Stabilization. __...._. WSB fromet General Regulation No. 3, increases to comply 
with minimum Se authorized. 
elk advil distininds<clelaael = egulation No. 4, Non-Federal employ- 


oceaiatsicbdindesannocaccwoncmae Wss issued General fs No. 1, Definition of Wages, 


Salaries or 
sascha’ inky dina een Ae WSB issued G 5d Cesiteal Hepat on No. 2. increases determined 


but not effective 
Feb. 1,1951 | Commerce, NPA........... NPA issued Direction | to NPs eae M-12, permitting cer- 
oa ucers and 


ts in base period averages by prod: 
PT eed Pape Beata Stine spect et 

sam cages a ic prices 
covering the production of Pennsylvania anthracite coal. 

isch deihasuca gists daw cecbukieiell OPS issued Supp. Reg. 1 to GCPR, exempting certain sales 

under s: conditions and purchases by Defense 


ee oP rence oped, estab pene ie if celtings 


in-the industry. 
po mogdalcnatdliiln«<ceasucé astpeimal OPS issued eee ai 2 to GCPR, establishing an adjust- 
ment for solid fuel dealers based on changes in mine 


aciadil said Maan, sae dian be caceal “sued poeens ¥ Price Reg. 3, covering coal except Penn- 


ins wiedeeaeae aiid NBR isn issued are 1 to NPA Order M-5, revising the rules 
for handling defense orders for aluminum under the prior- 


ities system. 
bal Arn ARAM: «dn wel halgtionalal aca NPA issued Amend. 2 to NPA Order M-7, further restrictin 
al in the manufacture of less essent 


s eanlarea <A cist tiecucnitednstidbal NPA issued NPA Order M-2 as amended, further restricti: 
the use of natural rubber in the manufacture of nonessent: 


ucts. 
ph MO cisrniin apd cabal N —— NPA Order M-32 as amended to assure equitable 
s eo of DO orders among producers of technical 


er et ee NPA isiued NPA Order M-34 to provide adequate supplies ‘ 
of leather midsoles for military shoes, aden eae 
provide a balanced flow of sole leather to 


a al ear Wrens eerie ee issued NPA Order M-35 neckties the sale of cattle 
kips, and calfskins until] March 15, pending the 

it of a distribution program 
nnnidieiselreanMa ania abeecscaplite dick aiee a NPA 2 NPA Del. 7, authorizing its field offices to act 
di on special commercial 


hardship applications for 


construction. 
.......| Price Stabilization__.......- OPS issued Cei Price Reg. 5, covering iron and steel scrap 
.......| Wage Stabilization. ........ WSB aioe Gen. . 5, covering adjustments for individua 
sai wtideteles pra cao General Order DTA-1 directing for-hire motor 
carriers operating oy 4 the United States to —- 
ence Sal on aay oe eee shipments for the itary, 


amb adaball OPS issued Amend. 1 to 1 to GOPR exem 
from ceilings, sales io Supp. Ree. 1 wool products ets supplied 












































































to 
vistah dastelie nee PA Coe M-36, A et ~~ of paper 
to establish reserves of in percentage of 
their monthly raed te Sa qualified Government 


orders. 
(inated ini Milne shicnettisheeabeannaladind NPA issued NPA Order M-14 as amended, with regard to 
the inven replacement of nickel. 


basse - on issued DMO-65 creating a Committee on Manpower 
tion. ‘olicy. 
bitibeaall te bees do.__._.................} Office of Housing Expediter requested to consult with Eco- 
nomic Stabilizer on proposed rent actions to insure con- 
y with qraran aa 


formit 
tin siie. saais aldietndbiitts, dinate oe issued DMO-6 crea In mal Com- 
“Heo ae ting Interagency Regio 
_..-.--| Price Stabilization.......... oPs issued Distribution Order 1, Fair Distribution of Live- 


and Meat 
.......| Commerce, NPA.......-..- NPA issued Amend. 4 to NPA ode: M-4, exempting from 
authorization, the facili 














construction of ities for the com- 
Price Stabilization OPS issued Ceiling Price o, establishing celin pri 
rice Stabilization__._...... g. prices 
Cc NPA wo gttoumed, soybean, ant ase als ee 23008 4, 
sk et ae "| to permit the issuance of DO orders for the procurement of 


——— — equipment and supplies and certain ae 


Naneous ite 
Spereetet Price Stabilization.......... OBS issued Supp. ‘Reg. seo teehee specifically to 
” ead kedeecarel and and odities 
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Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 


Action 


OPS issued Amendment 1 to GCPR relat to Agricultural 
Commodities. ” 


NPA issued Delegation of Authority to the Department of 
State (Del. 8) to issue DO ratings under Reg. 2 for certain 
materials to maintain and expand the Voice of America 


NPA issued NPA Order M-37, limiting inventories of zinc 
scrap and regulating scrap toll agreements in an effort to 
provide’a continued flow of raw materials to zine dust 


producers. 

Federal Reserve issued Regulation X as Amended, Real 
Estate Credit, to include certain nonresidential properties, 
— new construction and major additions and improve- 


NPA. a NPA Order M-13 as Amended, revising the 
— for accepting and scheduling rated orders for high- 
tenacity ped dost yarn under the priorities system. 
a es ow a 4 to GCPR, with reference to tide- 
a coal-di 


Interior, Defense Minerals... DMA issued MO-4, sinsing temporary controls on the dis- 
tribution of tungsten concentrates. 
DMA issued MO-2, placing the delivery and use of man- 
ganese ore under allocation control. 
OPS issued Amend. 2 of Supp. Reg. 1 to GCPR, pertaining 
oe purchases of items peculiarly adapted for military 


NPA issued Supp. 4 to NPA Order M-4, providing steel 
products for delivery to United States shipyards for repair 
and conversion of seagoing vessels. 

NPA issued NPA Order M-38, limiting inventories of lead, 
other than ores and concentrates, in order to prevent an 
excessive accum 

NPA issued NPA Order M-39, limiting inventories of anti- 
mony, other than ores and concentrates, in order to prevent 
an excessive accumulation. 

NPA issued Amend. 5 to NPA Order M-4, to permit an 
increase in expenditures for alterations and additions to 
hotels, office and loft buildings. 

NPA issued Supp. 1 to NPA Order M-2, to further conserve 
rubber for ilization program, by ordering the 
simplification of manufactured rubber products. 

issued NPA Order M-12 as Amended revising the 
basic copper conservation ee to permit the use of copper 
held in menaey after M 
Commerce, NPA, Federal | NPA has designated the. Poaeral ‘Prade Commission to make 
Trade Commission. spot surveys for NPA to determine how well NPA Orders 
and Regulations are understood and carried out. 

NPA issued Amend. ?to NPA Order M-7 ordering gradual 
elimination of the manufacture of aluminum windows and 
air ducts as a means of conserving aluminum. 

WSB issued Gen. Reg. 7, permitting institutions exempt 
—_ Federal income taxes to make wage adjustments with- 


on per en val of the WSB. 
Feb. 21, 1951 OPS upp. Reg. 5 to GCPR, retail ceiling price 
regulation for new and used automobiles. 
OPS Inened issued Supp. Reg. 6 to GCPR, exempting the Panama 
Canal Zone from all regulations issued or to be issued. 
DPA has requested the Governors of each of the 48 States 
' establish a Governor’s Commission on Small Business 
in each’ State, to marshall community resources for the 
full utilization of small bunesses in the mobilization pro- 


NPA issued Amend. 1 to NPA Order M-25 permitting the 
use of tin cans for packing some products not previously 
itted. 

Feb. 26, 1951 NPA issued Delegation of Authority to the Secretary of the 
Interior (Del. 9) giving the Secretary authority over the 

and distribution of industrial chemicals used 
principally in the petroleum industry. Spemens agree- 
ment of Jan. 17, 1951, see Item 47, Issue IT.) 

Feb. 27,1951 NPA issued NPA Reg. 4, permitting all establishments, 
when necessary. to use a priority rating to procure equip- 
ment and supplies for maintenance, repair, and operation 
of their present facilities. (MRO program.) 

OPS issued Amend. 1 to Dist. Order 1, to assist institutions 
in securing meat for their needs. 

oe ar Reg. 7 to GCPR, for use by manufacturers 
and sellers of manufactured feeds in determining their 
ceiling prices. 
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Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 


Date Department or agency Action 


Feb. 27, 1951 a - Defense Mobiliza- | OD™M issued Amend. 1 to DMO-1, adding representatives of 

* the Economic Stabilization Agency and the Export-Import 
Bank to the membership of the Foreign Supplies and 

uirements Committee. 

ODM issued Amend: 1 to DMO-6, making Regional Direc- 
tors of DPA.and Office of Defense Manpower Co-Chair- 
men of the Regional Committees on Defense Mobilization. 

NPA issued Amend. 1 to NPA a M-12 to permit the use 
until Apr. 30 of copper fins in heating and ventilation 
equipment used in home and other constructions. 

President Executive Order 10219, defining certain 

bilities of Federal agencies with’ respect to trans- 
jon and storage. 
A issue Amend. 3 to NP A Order M-14 revising the basic 
nickel conservation order. 

NPA issued NPA Order M-35 as amended to provide for the 
allocation of —— ee nner ond a _ oe 
purchasers to obtain specific au to buy untanne 
domestic hides re skins. 

NPA issued NPA Orders M-40 and M-41, establishing a 
program for the machine tool industry, (1) a system of 
“pool orders’ and (2) a system for regulating delivery of 
machine tools produced under the “pool orders” system. 

Feb. 27,1951 | Wage Stabilization WSB issued Gen. Reg. 6, promulgated by the Economic 
Stabilizer on Feb. 27, as approved by Industry and Public 
members of the WSB on Feb. 15. Reg. 6 states a general 
wage and salary policy designed to correct such inequities 
as have arisen because of disparities between increases in 
wages and salaries and the increase in cost of living since 
Jan. 15, 1950, or which may subsequently arise during the 
period covered by the policies embodied in this regulation. 

Interior, Petroleum Admin-| PAD issued PAD Order DO 1 establishing an allocation 
istration. — _ tetraethy! lead fluid used in producing automo- 
tive fuel. 
Price Stabilization OPS issued Ceiling Price Reg. 7 and Supp. Reg. 1 and 2 to 
CPR 7, retail ceiling prices for consumer goods. 

Feb. 28,1951 | President President signed Executive Order 10219, defining certain 
responsibilities of Federal agencies with respect to trans- 
portation and storage. 

Do_......| Defense Transport Upon recommendation of DTA the ICC _ issued Service 
Order No. 874, imposing the requirement of heavier loading 
of grain and grain byproducts in freight cars. 

Mes wis ..do _.| DTA issued a Revocation of General Order DTA 1. 

OPS issued Amend. 4 to GCPR to make clear that warehouse 
receipts are not exempt from price control. 

OPS issued Amend. 3 to Supp. Reg. 1, GCPR, providing for 
hardship adjustments for sellers entering into contracts 
with defense agencies. 

OPS issued Supp. Reg. 8 to GCPR establishing ceiling 
PA tesned. coal exported overseas. 

NPA Amend. 1 to NPA Order M-1 revising upward 

the requirements for acceptance of DO rated aes for 
carbon and alloy plates for May. 

NPA issued ‘comet 2toNPA Order M-~22 adding to the list, 
additional smelters and fabricators permitted to melt or 

otherwise use aluminum scrap. 

NPA issued ‘NPA Order M-32 as Amended including barium 
carbonate among those chemicals cine equitable dis- 
tribution of DO orders among its 

NPA issued NPA Order M-42 to ceevile he equitable dis- 
tribution of defense rated orders among producers of insect 
wire screening. 

NPA issued NPA Order M-43 to assure equitable distribu- 
tion of coe oi ee — among manufacturers of con- 

struction machin eo. 

NPA issued NPA ae ~2 as Amended increasing the 
amount of rubber available for civilian consumption, made 
— by the increase in the production of snythetic 


Price Stabilization ors = Supp. Reg. 1 to CPR 4 placing Pennsylvania 
anthracite briquettes under the provision of CPR 4. 

Defense Transport DTA issued General Order DT A-2 to provide for preference 
and priority in Port Terminal Storage:and: handling of 
Bulk Grain for Export. 

Mar. 4, 1951 i ilizati OPS issued Ceiling Price Reg. 8 placing dollars and cents 
ceilings on the price of raw cotton. 

Mar. 5, 1951 OPS issued Supp. Reg. 9 to GCPR granting emergency price 
relief for processors and canners of citrus fruit damaged by 
freezing weather. 

Commerce, NPA_...-.-.-.-| NPA issued NPA Order M-44 providing a planned program 
for the production of heavy power equipment, to assist in 
earrying out the mobilization program on expansion of 
electric power facilities. 
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Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 





Date Department or agency Action 


Mar. 5, 1951 7 Federal Reserve issued Amend. 1 to Regulation X, Real 
Estate Credit, pertaining to Defense Construction in 
specified areas. 

Mar. 7, 1951 OPS issued Amend. 1 to CPR 6 ordering roll backs in man- 

ufacturer’s prices for vegetable shortening and salad oils. 

OPS issued Amend. 1 to Supp. Reg. 5, GCPR permitting 
automobile dealers to pass along only the exact amount of 
the dollars and cents increase granted manufacturers of 
new passenger automobiles. 

OPS issued Ceiling Pri¢e Reg. 9 authorizing specific dollars 
and cents markup on goods sold in the territories and pos- 
sessions of the United States which are not actually pro- 
duced in that area. 

~---}--4--0__.__..--.---.-...-.-..| OPS issued Amend. 1 to CPR 6, on fats and oils. 

Mar. 8, 1951 |_-...do_..-........_....._...| OPS issued Amend. 4 to Supp. Reg. 1, GCPR providing 

price adjustment provision for soap purchased by the 

Office of Rubber Reserve for the manufacture of synthetic 

rubber. 

Mar. 7,1951 | Commerce, NPA_.._--..-..| NPA issued NPA Order M-5 as Amended increasing the 

supplies of aluminum available to independent nonin- 

integrated primary aluminum fabricators to fill DO orders. 

Do_...--.}.----d0.....-... ......--.....| NPA issued NPA Order M-47 reducing the amount of iron 
and steel available for manufacture of nonessential con- 
sumer durable goods, making more available for the defense 
progiam. 

WSB issued Gen. Wage Reg. 8. Rev. approving extension of 
wage controls containing cost of living escalator clauses in 
effect prior to Feb. 25, 1951. 

WSB issued Gen. Wage Reg. 9, providing for establishment 
of wage schedules in new plants. 

WSB issued Gen. Wage Reg. 10, permitting completion of 
tandem wage adjustments in process before Jan. 25, 1951. 
NPA issued NPA Order M-34 as amended to permit the sale 
of leather whole stock through intermediaries to maintain 

normal channels of distribution. 

NPA issued NPA Order M-48, placing bismuth under strict 
conservation control. 

NPA issued Amend. 4 to NPA Order M-7 retaining second 
quarter usage of aluminum at current levels. 

NPA issued Amend. 3 to NPA Order M-12 further reducing 
the permitted use of copper for the seeond quarter. 

OPS issued Amend. 5 to GCPR, clarifying certain provisions 
of Amend. 2 to prevent manufacturers and wholesalers 
from establishing abnormally high ceiling prices for their 
goods and services. 

OPS issued Amend. 2to CPR 6, rolling back prices of inedible 
tallows and greases, basic material in soap manufacture. 
OPS issued Ceiling Price Reg. 10, a roll-back of manufacturing 

prices of household soap and cleansers. 

Mar. 10,1951 | Labor, Defense Manpower_..| Department of Labor issued Amend. 1 to Gen. Order 48, 
changing the name of the Office of Defense Manpower to 
Defense Manpower Administration, strengthening the 
supervisory direction of the Administrator and creating 
regional offices of the Defense Manpower Administration. 

Mar. 12,1951 | Commerce, NPA_.._.......| NPA issued Dir. 1 to NPA Order M-25 permitting packers, 
in certain instances, to make their own readjustments with- 
out filing application for same. 

NPA issued Amend. 3 to NPA Order M-8, which makes the 
following provision, (1) effective May 1, places all domestic 
users of pig tin under allocation control, (2) provides 8 
temporary seasonal increase in tin allocation for canning 
and other essential pope (3) designates RFC as the sole 
importer of tin for the U. 8. 

NPA issued NPA Order M-46, in order to provide steel cas- 
ing, tubing, and drill pipe for use by the oil and gas in- 
dustries to tap new supplies of oi] and gas. : 

Price Stabilization..........| OPS issued Supp. Reg. 11 to GCPR, granting an increase in 
price on wool pile floor covering. 

Mar. 13, 1951 | Office of Defense Mobiliza- | ODM issued DMO-7 creating a Committee on Defense 

tion. Transportation and Storage. : 
President ‘ President signed Executive Order 10223 designating the 
Atomic Energy Commission as an additional guaranteeing 
agency under section 301 of the Defense Production Act of 
19. 





50. 

OPS issued Ceiling Price Reg. 11 permitting public eating 
ey oa to adjust their menu prices to reflect actual increases 
n food costs to them. 5 

OPS issued Ceiling Price Reg. 12 fixing ceiling prices on rice 
at the mill or processor level. 

OPS issued Supp. Reg. 12 to GCPR relieving Great Lakes 
water carriers from base period requirements of the GCPR 
in determining ceiling prices for their services. 
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Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 


Date Department or agency Action 


Mar. 14, 1951 | Price Stabilization OPS issued Supp. Reg. 13 to GCPR permitting temporary 
in g prices by producers of coke, coal 


gas. 
NPA issued NPA DeL.7 as Amented. authorizing additional 
= offices to act on applications for commercial construc- 


. 1 to NPA Order M-12 Poeee 
‘period consumption of opps an . a a 
companies experiencing shut-downs 

first.half of 1950. 
an Amendment to NPA Order M-4, to assure a 
of carbon steel arene to a in 
distribution to 
Price Stabilization. lof CPR 2 aoomiea cattle hides, kips and 


Commerce, NPA -49, further providing for defense 
— by placing columbium and taahabunee under alloca- 
t 
President signed Executive Order 1 establishi 
National Ad Board on Mobilisation Policy. 
NPA issued NPA M-1 as Amended, further revising 
rules and scheduling rated orders 


Bit iss mergency. 

on om Defense Mobiliza- | O issued Amend. 1 - DMO-7, adding a representative 
roan aoe taepeadion oka 

lense nm and Storage 
== issued oA. Order M-19 as Amended, making cad- 

um available for certain essential civilian products. 
NPA in issued NPA Order M-45, a general chemical allocation 
port which provides the means by which any chemical 


be allocated w necessary. 

N PA issued Amend. 2 to NPA Order M-25, exempting the 
Armed ee venga anaes pertaining to the canning 
issued ome Sto GPR, permitting contracts for 
ar deliveries at the lowest price (either ceiling or fixed 

) in effect at that time. 
OPS issued Amend. providing for automatic 
ees from the exemptions list, any agricultural com- 
“ts eel equ a — the producer price reaches 


rity ris 
. 5, GCPR, authorizing 
Pricing used cat car sales. 


i guide 
OPS wed Amend 1 CPR Tend Anend! upp. Reg. 1, 
CPR 7, providing an extension of time ioe the tut of 
charts by retailers selling articles covered by CP 
N A'ised NPA Order M~4 as Amended, redefining sec. 5 
= @), also permits ts construction for the National 
Advisory Committee for Aeronautics without authoriza- 


tions. 

OPS issued Supp. Bes. 1 to CPR 3, removing bituminous 
briquettes from the general freeze order, placing this item 
Fircinis eathinies 3, apa governs bituminous, lignite, and 

OPS issued at Coreen Reg. 14 to GCPR, enabling the Com- 
modity Credii _s to add carrying charges accrued 
since the aide fecene tm ie ceiling prices for farm com- 


OPS issued pane Suto Regulation 13, providing for retail 
PA imsued NPA Order M3 

NPA issued NPA Order M-36 as Amended, making it pos- 
sible for private ting firms under contracts 
with GPO, to ‘ee stock from reserves estab- 
lished by Order M 

Federal Reserve issued Amend. 2. to ion X, Residen- 
me Real Estate Credit providing for certain hardship 


Defense Production DPA ' announced the establishment of an Electronics Pro- 
ministration. 


Mar, 23,1951 | Commerce, NPA 
— distribution of defense orders for “nid electrical 











DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 81 


Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 


Date Department or agency 


Defense Production Ad- 
ministration. 





Action 

















DPA announced a procedure for designating critical defense 
areas, in which special action may be taken to assure the 
provision of housing and other facilities needed for military 

el or defense workers coming into the area. 

OPS issued Amend. 3 to CPR 6, affecting bleachable prime 
yellow cottonseed oil. 

NPA issued NPA Order M-5 as Amended, requiring larger 
reserves of aluminum to be set aside for filing rated orders. 

OPS issued Amend. 1 to CPR 5, to bring the prices for iron 
and steel scrap at Detroit in line with other areas. 

NPA issued NPA Order M-33 as Amended, providing for 
monthly allocation of molybdenum supplies to meet 
defense and essential civilian needs. 

pas 5 tet JA lias 5! Fe TES Ne NPA issued Direction 2to NPA Order M-12 extending for the 

second quarter, permission to make adjustments in con- 
sumption of copper and copper base alloys. 

ea OPS issued Amend. 8 to GCPR, exempting floral products 

from the eral price regulation. 

Dl Te Oe a aia oe ee OPS Ceiling Price Regulations 14, 15, and 16, estab 


Mar. 26, 1951 














Koceees Price Stabilization.........- 
cee Commerce, NPA.._._....-- 
Price Stabilization... _.._-. 
Rouse Commerce, NPA-.......--- 






































lishing a price control system on food, both for retailers and 
wholesalers. 

Wa SRI Fens cB ve ce SS OPS issued Amend. 2 to Dist. Reg. 1, redefining Class 3 
Slaughterers. 

Mar. 30,1951 | Commerce, NPA_......-_-- NPA issued NPA Order M-18 as Amended, further tighten- 





ing controls on the use of hog bristles and bristle products. 
semi 5 Angus =f “Th NPA issued NPA Order M-51, prohibiting new designs in 
glass containers, to avoid wasting the industrys’ production 
capacity and provides, if necessary, the means for estab- 
I g simplified styles of glass container's. 
a Nee MMS EB US cus MEE ES ihe NPA issued NPA Order M-52, reducing the percentage of 
content of molybdenum which can be used in certain 
stainless steels. 
Gat” “ap RL Sse ia NPA issued NPA Order M-53, to further maintain produc- 
tion of cotton duck to meet essential needs, by requiring 
producers to accept defense rated (DO) orders up to 80 
cent by weight of their schedules production. 
COR WBA NARS OF BS ae eS NPA issued NPA Order M-23 as Amended, increasing the 
volume of rated orders producers of carded cotton sale yarn 
must see 
ee ee Sar Rel ORT Aa LOD | NPA issued NPA Order M-S, barring the purchase of 
platinum for speculative investment purposes, prohibits 
its delivery or acceptance for use in certain consumer 
items, largely jewelry, and limits the inventories of plati- 
num in the hands of processors or consumers. 
e satmmpebiney SS) cote) “Fit SNS ee NPA issued Amend. 3 to NPA Order M-14, adding addi- 
tional items to the list of articles in which nickel may not 
: be used after Apr. 15, 1951. 
ait ANRC A NPA issued an Amendment to NPA Order M-7, which 
postpones for one month the effective date for the prohibi- 
tion on the use of aluminum in the manufacture of civilian 


products. 
eK) a 8G ate. NPA issued NPA Order M-55, authorizing producers of farm 
equipment to use DO orders to obtain materials needed for 
June 1951 production. 
eee chr oe i gS Ss 8 fe ou NPA issued an Amendment to NPA Order M-7, exempting 
electric power utilities from its provision so far as the use of 
aluminum conductor and accessories is concerned, issuing 
a new order for this purpose. 
Wer 2 PE eR NPA issued NPA Order M-2as Amended, further conserving 
rubber by (1) limiting original equipment for passenger cars 
to four tires, (2) ng manufacturers to use rubber thus 
sa in the manufacture of truck and farm equipment tires 
and (3) by prohibiting the reduction by manufacturers of 
the amount of rubber used for that purpose. 
aati i MMR. Se cane ies HMM: 11 SEM Ra NPA issued NPA Order M-50, making aluminum available 
for maintenance and expansion of distribution and trans- 
mission lines by the electric power industry. 
Sd NPA issued NPA Order M-8 as Amended, to permit trade 
—- to operate more smoothly for suppliers of tin and 
tin prod i 
aN MINE. tek ac odin cents NPA issued Schedule 1 to NPA Order M-45 providing for 
@iceation of naphthalene acid on an end-use basis at the 
supplier level. 
.....--| Price Stabilization... _.__- OPS Amend. 1-to CPR 9, extending the deadline for 
sellers in U. 8. territories and possessions to report com- 
modity categories and price-list markup. 
Liiciesinle Acai «cheng iantc rushed OPS issued Amend. 3 to Dist. Reg. 1, which extends the dead- 
line for livestock slaughterers to obtain registration num- 
bers, — up quotas on cattle slaughter for the Apr. 






Mar. 31, 1951 






















































1-29 ; 

j-.---..| Commerce, NPA........... NPA NPA Order M-12 as Amended, relaxing the 
restrictions on the use of copper parts for certain end- 
products. 
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Apr. 3,1951 NPA issued NPA Del. 7 as Amended, adding to the list of 
field offices authorized to act on applications for commence- 
ment of commercial construction. 

NPA issued Supp. 1 to NPA Del. 1 as Amended, permitting 
the Secretary of Defense to reschedule delivery of mag- 
nesium for m aircraft production. 

NPA issued NAP Order M-24, as Amended, extending the 

.permitted use of terneplate and restricting the use of tin 
late monders. 

NPA issued NPA Order M-38 as Amended, to further con- 
serve the supplies of lead and to assure more equitable 
distribution of DO orders among producers. 

OPS issued Amend. 9 to GCPR, extending the exemption of 
American-Egyptian cotton grown outside the U. 8. from 
the freeze order. 

OPS issued Supp. Reg. 15 to GCPR, exempting fees and other 
charges by hospitals and educational institutions from ee 

CPR; also c es for re and binding 
done by outside printers for the GPO. 

OPS issued General Overriding Reg. 2, permitting the gov- 
ernment to continue to procure supplies from its regular 
long-term contract suppliers. 

Apr. 4,1951 | Commerce, NPA__...___-_- NPA issued NPA Order M-47 as Amended, revising the 
usage of iron and steel in the manufacture of consumer 
durable goods, permitting flexibility of production among 
items within certain groups. 

Apr. Price Stabilization......____| OPS issued Amend. 2 to CPR-7, extending the coverage of 
CPR-7 to include additional items of consumer goods. 

OPS issued Supp. Reg. 16 to GCPR, providing for adjust- 
ments in ceiling prices of milk, cream and milk products in 
areas where resale prices are subject to the jurisdiction of 
state milk control groups. 

Agriculture, Production | PMA issued Defense Food Order No. 1, restricting the usage 
and Marketing Adminis- and limiting the inventories of castor oil in order to insure 
tration. military needs and essential civilian requirments. 

Apr. 6,1951 | Price Stabilization......__...| OPS issued Ceiling Price Reg. 17, placing most petroleum 
products at the wholesale level under a new especially de- 


signed price order. 

OPS issued Ceiling Price Reg. 18, establishing manufacturers’ 
ceiling prices for wool yarns and fabrics. 

OPS issued Ceiling Price Reg. 19, establishing ceiling prices 
for sales and deliveries of tungsten concentrates. 

OPS issued Ceiling Price Reg. 20, establishing ceiling prices 
for futures trading on the wool exchange. 

NPA issued NPA Order M-1 as Amended, establishing pro- 
cedure for virtually complete contro] over the use of ferro- 
ss in the production of alloy iron steel or nonferrous 


ucts. 

NPA issued NPA Order M-2 as Amended, providing that 
new passenger cars to meet military and other defense 
rated ‘may continue to comeé equipped with spare tires. 

NPA issued NPA Order M-3 as Amended, to assure more 
effective distribution of columbium and columbium- 
tantalum-bearing steels by requiring that DO orders for 
on a program be approved by the Department of 

lense. 

OPS issued Amend. 5, Supp. Reg. 1 to GCPR, extending the 
period of temporary exemption, pricing of commodities 
and services supplied for military use. 

OPS issued Rev. 1, Supp. Reg. 2to GCPR, permitting retail 
coal dealers to adjust their ceiling prices on solid fuels to in- 
clude price advance and freight charges oceurring since issu- 
ance of GCPR. 

NPA issued NPA Order M-25, as Amended, further limiting 
the use of tin cans for nonessential use. 

NPA issued Schedule 2 to NPA Order M-45, placing poly 
tote aeert echylene (‘‘Teflon’’) under complete allocation 


control. 

NPA issued NPA Order M-7, as Amended, shifting control 
of aluminum closures from Order M-7 to Order M-26 and 
under M-26 establishes a quota system to govern packers’ 

; use of aluminum closures. 

Interior, Defense Minerals | DMA issued MO-6, to provide for equitable distribution of 
Administration. tungsten ore and concentrate; prohibits deliveries not 

covered by allocation authorizations. Revokes MO-4. 
Apr. 7,1951 | Office of Defense Mobiliza- | ODM issued DMO-8 designating the Secretary of State a 

tion. member of the Defense Mobilization Board. 
Commerce Secretary of Commerce issued a revised List of Essential Ac- 
betes “3 guidance of the Defense Department and Selec- 
ve Service. 
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etnias eine canntialiag apn ascetic tiaticnagceciatiaial SS = $$ 


Commerce, NPA NPA issued NPA Order M-50, as Amended, making certain 
copper products available to the electric power industry for 
maintenance and expansion of power plants, distribution 
and transmission lines. 

NPA issued NPA Order M-12, as Amended, exempting elec- 
tric power utilities from its provisions so far as the use of 
copper products specified in M-—50 are concerned. 

OPS issued Supp. Reg. 18 to GCPR, permitting processors 
and millers to establish ceiling for flour and other grain 
products which reflect actual grain costs during the base 


on i 

OPS issved Rev. 1, CPR 2, to provide corrections in the 

origina) order. 

OPS issved Amend. 4 to CPR 6, permitting premium pay- 
ments for certain quality tallows. 

OPS issued Ceiling Price Reg. 21, establishing ceiling prices 
for coal sold as bunker fuel. 

OPS issued Supp. Reg. 17 to GCPR, exempting all sales of 
timber (stumpage) from GCPR. 

OPS issued Amend. 1 to CPR 17 adding natural gas, casing- 
head gas, and refinery gas to the list of those items covered 
this order. 

OPS issved Gen. Overriding Reg. 3, exempting from price 
control certain rubber, chemical, and drt g commodities. 

Interior, Defense Minerals | DMA issved MO-5, prescribing the regulations governing 

Administration. Government aid in defense exploration projects. 

DTA issved General Order DT A-2, as Amended, clarifying 
and extending the regulation and allocation of port terminal 
facilities for handling grain (see Item 161). 

Interior, Defense Minerals | DMA issued MO-3, regulating the delivery and acceptance 

Administration. of zine ore under toll agreements. 
Interior, Defense Electric | DEPA issued DEPA Order EO-1 as Amended, revising the 
Power Administration. requirements on information to be filed by electric utilities 
as a basis for authorization for the purchase of certain 
critica] materials for major plant additions. 

Housing and Home Finance | HHFA issued CR 1, Amended, Residential Credit Controls, 
policy and procedure as applicable to specified critical 
defense areas. 

HHFA issued CR 2, Amended, Residential Credit Controls, 
regulation governing processing and approval of exceptions 
and terms within specified critical defense areas. 

Apr. 12,1951 | Agriculture, Production | PMA issued Defense Food Order No. 2 to make available an 
and Marketing Adminis- adequate supply of processed foods for the requirements of 
tion. governmental agencies to meet military and essential civil- 

ian needs. 

Apr. 13,1951 |-_.-. PMA issued Sub Order 1 to DFO 2, designating the canned 

vegetable set-aside for the 1951 pack. 

Apr. 16, 1951 NPA issued NPA Reg. 4, as Amended, removing certain 

searce materials from list of products obtainable under 
MRO Program. 

NPA issued NPA Order M-56, to assure military needs and 
other defense requirements by reserving virtually the entire 
supply of goose and duck feathers and down. 

NPA issued NPA Order M-57, restricting the use of que- 
bracho by oil or gas well drillers and permitting processors 
to use vegetable tanning material only in the précessing of 
leather and the manufacture of pharmaceutical products. 

NPA issued NPA Order M-4, as Amended, prohibiting the 
beginning of any new swimming pool construction, also 
places tobacco auction warehouses on List B (NPA author- 
ization required). 

NPA issued NPA Reg. 3 as Amended, to further implement 
the United States-Canadian priorities system, permits 
Canadian companies to apply for MRO assistance, and 
designates Canadian “distributors and importers” as eli- 
gible for priority aid. 

Price Stabilization OPS issued Amend. 1 to CPR 18, extending the closing date 
for computing ceiling prices under CPR 18. 

Interior, Defense Minerals | DMA issued MO-7 establishing a system of identification or 

Administration. serial numbers for use of mines, smelters, and mineral 
processing plants in obtaining priorities and allocations of 
scarce materials. 

OPS issued’ Fupp. Reg. 19 te GCPR, providing for adjust- 
ments of ceiling prices in certain instences to the minimum 
prices est» blished under Stete Fair Trade Acts. 

OPS issued Genere] Overriding Reg. 4, exempting certain 
consumer soft goods from price control. 

OPS issued Genera] Overriding Reg. 5, exempting certain 
consumer durable goods from price control. 














84 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 





Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 




















Date Department or agency | Action 

Apr. 18, 1951 | Price Stabilization. _..__..- OPS issued Amend. 1 to Supp. Reg. 14, GCPR, re sales by 
Se Credit Corporation. 

De isi esa MOG. i RETAITE OPS issued Supp. Reg. 20 to GCP ford ons sellers of 
milk, — and milk products for fluid consumption to 

De do OPS issued Amend Same Atband The Bape. Bee 1k Oe 15, GOPR, ting 

pith tet cpleecbus i lS ca ale up exemp' 
additione1 service fees and from GCPR. 

Den A Commerce, NPA_.__.....-- NPA issued Schedule 3 to NPA an placing sulfuric 

ecid under allocation. 

Apr. 19,1951 | Agriculture, PMA; Com- wes — NPA issued a Memorandum of Agreement defin- 

merce, NPA he respective allocation and priority responsibilities of 
ae and Commerce in connection with foods which 
have industris1 uses 

DSi 2k Commerce, NPA_.____..... —s issued Schedule 4 to NPA Order M-45 placing plastic 

nylon (used yy Aer brushes) under allocation. 

Dewi isi oc eS issued NP -58, limiting inventories of binder 
“end ler baler twine as a move to prevent hoarding by distrib- 
u 

Apr. 20,1951 |_____ Gee. goes ‘NPA ea ne NPA Order M-7, as sented, permitting 
limited use - aluminum during May and June in the 

menufacture of certzin consumer items. 

Bs oo Pee on as President pnnounced the establishment of a Science Advisory 
Committee in the Office of Defense Mobiliz~tion to advise 
~ matters relating to scientific research and development 

Do ..| Price Stabilization... ____ OPS issued Amend. 2 to CPR-5, to clarify and simplify cer- 

> ee nan visions of the order re Iron and steel sorep. ‘ 

5 ca terior, Defense Solid issued ue er 1, establishing a s m oO 
Fuels Administration. classification of ey deen coke plants, etc., to assist its 
program of priori d allocation assistance. 

3 EH Price Stabilization....___._. OPS issued Oveariding Reg. 6, exempting sales of 
merchandise brand or of svecified non- 
_ tions from ceiling restrict 

Do._....- Defense Transport Ad- | DTA has made oa agency for critical materials 

ministration. —_ ounmness ities maintaining domestic transport, storage 
and oon Se maintaining or expanding essential 

DOs cimias Commerce, NPA_..__.__._. NPA issued oa NPA. t Order M-36,as Amended, revising set- 
es on paper required for filling essential Government 

Dini. acs General Services Adminis- | GSA issued an Amendment to its rubber tion which 

tration. ee ae implements authority of GSA to control 
importation of crude Ft aa rubber and natural rubber 
latex into the “United § 

Apr. 22,1951 | President.................._ President signed Executive 0 Order 10233 amending EO 10161 
with respect to Wage Stabilization and settlement of 

Apr. 24,1951 | Commerce, NPA__.____._-- NPA issued NPA Order M-25, as Amended, permitting the 
use of tin plate for certain type containers for whole, dried, 
or skimmed milk. 

Osan ced sicen Oi iis 48 SS NPA issued NPA Reg. 5, establ an Appeals Board to 
nee 68 appeals for adjustment under NPA orders and regu- 

Apr. 27,1951 | Price Stabilization......_... OPS issued Amend. 3 to CPR 7 and Amend. 3 to Supp. Reg. 
1, CPR 7, providing more explicit a, for chain- 

° rege Dy oa in determining uniform selling prices 

Dew snkdidacag Bich, eect 3S. ites OPS issued Amend. 1 to ae 14, 15, and 16, extending the 
effective date of these ord: 

ice Es 0 iss tes ticte set dee OPS issued Amend. 4 = CPR 7, extending the effective date 

wal. SS for filing of pricing c! retailers. 

Apr. 30,1951 |_____ OD tecassasdcmndcabed OPS issued General rakes Reg. 7, exempting certain 
food and restaurant commodities and inedible products 
from ceiling price restrictions. 

RO. cemeichincs is Oia sais icsidicecaeiiad OPS issued Amend. 5 to CPR 6, removing dead stock from 

salt price control. 

Dice hoi os Rees 23 So) et hel OPS issned Amend. 1 to CPR 4—Miscellaneous Amend- 


. TS re rn anthracite coal (Retroactive to 

BR isi Lcd Os. suicides cis Baels nas OPS cae ail 1 to CPR 3—Miscellaneous Amend- 

ments re coal other than Pennsylvania Anthracite (Re- 

troactive to Feb. 1, 1951). 

DA sii cnchiiied Of eee OPS issued Ceil ing Price i Regs. 23, 24, 25, and 26, gee 

ously set Oitehieg ceiling prices on live cattle, wholesale 

beef retail beef sales, and Kosher beef sales. 

PO. scene’ OO. 2565. ete OPS issued Distribution me. 2 to establish as of record 
keeping with seapeck | to on = —_ wey ee wholesalers, 

n 


also. provides for maliocm. ereding 

with the mneeste ofthe U. 8. Beas, ot meet of Agriculture 
DSFA issued Solid Fuels Order 2, providi “J issuance of 

Gueaieas for specific shipments of solid fue 


DPiecncs Interior, Defense Solid 
Fuels Administration. 
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Apr. 24, 1951 OPS issued Amend. 1 to CPR 13, extending date for filing 
charts by retailers of eae products. 

OPS issued Supp. Reg. 2 to CPR 8, providing for validation 

of certain controls for future delivery of American Upland 


Cotton. 

NPA issued NPA Order M-47, as Amended, exempting 
certain categories of consumer goods from the 80-percent 
restriction in use of iron and steel. 

Economic Stabilization ESA issued Wage Adjustment Order No. 1 relating to pay- 
ment of wages of nonoperating railroad employees. 

Price Stabilization.._........| OPS issued Ceiling Price Reg. 22, Manufacturers General 
Ceiling Price Regulation providing ceiling prices for cer- 
tain manufactured products. 

OPS issued Supp. Reg. 21 to GCPR and Supp. Reg. 3 to 
CPR 7, establishing new pricing methods for wholesale- 
retail, sales of home canning supplies. 

NPA issued NPA Order M-49, as Amended, establishing 
procedures for more complete reporting of inventories of 
columbium and tantalum, also increases permissible work- 

inventories. 

NPA issued NPA Order M-19, as Amended, permitting use 
of cadmium in manufacture of certain items which have 
been added to the essential list. 

NPA issued NPA Del. 10 delegating to the Department of 
Agriculture authority to exercise certain allocation and 
—— functions over foods which have industrial uses. 

mplements and formalizes recent memorandum of agree- 
ment between the two agencies. 

Apr. 27, 1951 NPA issued NPA Sehedule 1 to NPA Order M-51, estab- 
lishing simplified designs for 42 basic glass containers. 

Apr. 30, 1951 Ore iss. ed amend. 4 to Dist. Reg. |, quota j erventages for 
livestock. 

May 1,195! OPS issued General Overriding Reg. 9, exempting certain 
industrial materials and manufactured goods from price 
control. 

OPS issued Amend. 2 to CPR 1, extending for an indefinite 
period, the provisions of CPR | as they pertain to passenger 
a tomobiles. 

OPS issued Supp. Reg. 1 to CPR 22, granting special ex- 
te we to domestic users of imported pulpwood and wood- 
pulp. 

OPS issued Supp. Reg. 22 to GC PR, providing ceiling prices 
for certain machinery leased by American Can Co. and 
Continental Can Co., Inc. 

OPS issued Rev. 1 to Supp. Reg. 11, GCPR, clarifying the 
application of price increases granted manufacturers of soft 
surface floor coverings. 

OPS issued Supp. Reg. 23 to GCPR, authorizing an adjust- 
ment of ceiling rates of motor carriers subject to minimum 
rate orders of certain states. 

OPS issued Amend. 1 to GOR 6, exempting sales and dis- 
tribution of CARE relief packages from ceiling price 
regulations, 

OPS issued Interpretation 1 to CPR 22, regarding adjust- 
ments for transportation charges in delivered. pricing. 

NPA issued NPA Order M-2 as Amended, permitting an 
increase in the production of certain rubber products for 
civDian use. 

NPA issued NPA Order M-50 as Amended, extending the 

during which electric utilities may use material on 
d without approval of DEPA. 

NPA issued Dir. 2 to NPA Reg. 4, enabling exporters to get 
replacement parts and accessories for machinery and equip- 
ment for shipment to foreign countries. (MRO Program.) 

NPA issued Dir. 1 to NPA Order M-25, further restricting 
packer’s consumption of cans made of tin plate or terne- 


late. 

NPA issued NPA Order M-32 as amended, adding carbon 
tetrachloride, methylene chloride, perchlor-ethylene, and 
freon to the basic order. 

NPA issued NPA Order M-59, restricting the use of steel 
strap and limiting inventories in order to conserve 
mph ‘or the defense program. 

NPA issued NPA Order M-33 as Amended, reducing the 
lead time on applications for allocation of most forms of 
molybdenum. 
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Department or agency Action 


—e Home Finance -_—ve re ee regulation CR 3, defining and-listing- critical 
efense housing areas and prescribes or rules under which 

eee may be applied for and gran 
OPS issued Supp. Reg. 2 ~ CPR 22, nes an alternative 

method for determining reer nar 
OPS issued General Senos 8, providing exemptions 
— price control for bapet paperboard, converted paper 
a, allied products and services, new 

> and underwear cuttings. 

OPS issued Ceiling Price a 28, setting specific ceiling 
— for new. cotton, linen, and underwear cuttings except- 


imports. 
OPS eae Ceiling Price Reg. 27, authorizing a basis for the 
establishment of ceiling prices for the lake coal dock indus- 


ors issued Amend. 1 to Supp. Reg. 4, GCPR, providing 
increase in ceilings for tidewater coal dock dealers based on 
increased transportation costs. 

NPA issued NPA Order M-7 as amended, permitting the 
use of aluminum for certain types of prime aluminum win- 
dows and frames during May and June. 

OPS issued Amend. | to Supp. Reg. 12, GCPR, to include 
er — inland water carriers under the provisions 
oO 

OPS issued Ceiling Price Reg. 29, establishing specific ceiling 

for various types of nickel scrap 

OPS issued Supp. Reg. 24 to GCPR, pla lacing a wee oe price 
on Puerto Rican and Virgin Island black strap molasses. 

OPS issued Amend. 6 to CPR 6, establishing specific ceiling 
prices for raw and acidulated soapstocks derived from 
domestic te, oils. 

Office of Defense Mobiliza- | ODM issued DMO-4, creating a Labor-Management Man- 

tion. wer Policy Committee. 

Commerce, NPA_..________.| NPA issued NPA Del. 11, authorizing the Defense Electric 
Power Administrator to redelegate to the Rural Electrifi- 
cation Administrator certain DEPA functiors relating to 
priorities assistance for REA electric utility borrowers. 

NPA issued CMP (Controlled Materials Plan), Reg. 1, out- 
lining the my procedures for operation of the Controlled 


Materials Plan. 

NPA issued CMP Reg. 3 establishing the relative preference 
status of delivery orders for controlled and other materials 
needed for production of essential goods. 

NPA issued the Official CMP Class B Product List for use in 
prearing application forms under the Controlled Materials 


NPA issued NPA Order M-47, as amended, reducing the 
amount of steel to be used in the manufacture of passenger 
automobiles and station wagons. 

Interior, Defense Electric | DEPA issued DEPA Del. No. 2 tothe Rural Electrification 
Power Administration; Administration utilizing the services of REA in distributing 
Agriculture, Rural Elec- scarce materials to REA electrification borrowers. The 
trification Administra- Secretaries of the Interior and Agriculture also issued a 
tion. pone gg of Agreement outlining the basis for this 

e! 
Price Stabilization OPS issued Amend. 1 to CPR 24 and Amend. 1 to DR 2, 
oben an extension of time for both regulations. 
issued Amend. 2 to Supp. Reg. 15, GCPR, exempting 
from price ceilings service fees charged by custom packers 
of exempt fruits and vegetables. 

OPS issued Amend. 1 to S CPR 22, athiignnt instructions for 
completing OPS Public Form No. 8 

OPS issued Ceiling Price Reg. 31, providing price controls 
on imported f s other than strategic materials. 

OPS issued Ceiling Price Reg. 30, providing price controls for 
machinery and related manufactured goods. 

OPS issued Suppl. Reg. 25 to GCPR, permitting adjustments 

in the matter of coupon exchange rates and other premium 


OPS issued Supp. Reg. 26 to GCPR, providing adjustment of 
ngs for manufacturers or wholesalers whose prices 
during the base period were subnormal. 

"NPA issued NPA Order M-4 as amended, further restricting 
construction by requiring authorization “for construction of 
large apartment houses, luxury residences, and certain 
classes of industrial facilities, public and private construc- 
tion projects. 
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May 7, 1951 


May 9, 1951 
ES iahennes 


May 10,1951 | Interior, Defense Minerals 


Administration. 


Interior, Defense. _--__.-_.-. 


Commerce, NPA 


General Services Adminis- 
tration. 


Interior, Petroleum_._.__. 
May 14, 1951 | Price Stabilization 


May 11, 1951 


Action 


OPS issued Ceiling Price Reg. 32, establishing specific prices 
for sales and deliveries of crude petroleum. 

OPS issued Ceiling Price Reg. 33, setting dollars and cents 
ceiling prices on ferrotungsten, tungsten metal powder, and 
other tungsten products, both imported and domestic. 

Dept. of Labor issued a revised List of Critical Occupations 
for use with the revised list of essential activities released by 
the Secretary of Commerce. 

ESA announced the establishment of a Salary Stabilization 
Board which places the stabilization program for executive 
pay outside the Wage Stabilization Board. 

OPS issued Amend. 1 to CPR 11, miscellaneous amendments 


re restaurants. 

OPS issued Ceiling Price Reg. 35, ceiling prices for wool and 
woolen yarns and fabries. 

OPS issued Rev. 1 to Su 

roducer-e rs to fulfi 
Conanee of GCPR. 

OPS issued Rev. 1 to CPR 18, manufacturers’ prices for wool 
yarns and fabrics. 

OPS issued Amend. 1 to CPR 31, giving importers the option 
of extending the effective date of CPR 31. 

DMA issued a Memorandum of Agreement between the 
Secretary of Commerce and the Secretary of the Interior, 
revesting in the Secretary of Commerce the authority 
delegated to the Secretary of the Interior by NPA Del. 5 
(See Item 12) and DPA Del. 1. 

NPA issued CMP Reg. 2, limiting the inventories of con- 
trolled materials. 

NPA issued CMP Reg. 4, establishing rules for deliveries of 
steel, copper, and aluminum by warehouses, jobbers, 
dealers and retailers. 

DMA issued MO-7 as amended, re serialization of mines, 
smelters and mineral processing plants. 

NPA issued an Amendment to NPA Order M-4, to assurr 
the flow of materials for the building of plants necessary fo 
defense mobilization. 

NPA issued Order M-3 as amended, to assure higher produc- 
tion of steels contafning columbium and tantalum. 

NPA issued NPA Order M-35 as amended, to facilitate 
operation of its hide alloeation control order. 

NPA issued NPA Order M-55A, to assure continued produc- 
tion of essential farm equipment during July, August, and 
September. 

NPA issued Sched. 5 to NPA Order M-45, placing poly- 
ethylene under allocation. 

NPA issued Sched. 6 to NPA Order M-45, placing resorcinol, 
under allocation. 

GSA issued a Tungsten Regulation: Domestic Tungsten 
Program, to interpret and implement the authority of the 
Administrator of GSA to purchase tungsten concentrates 
of domestic origin. 

OPS issued Amend. 2 to CPR 22 and Amend. 10 to GCPR, 
parity adjustments for cooperatives, producer-process»rs 

OPS issued General Overriding Reg. 10, setting up adjust-, 
ment procedures for manufacturers operating at an over-all 
loss resulting from ceiling price limitations. 

OPS issyed Ceiling Price Reg. 36, establishing a basic stand- 
ard for the sale of used stee] drums and the service of recon- 
ditionhing. — 

OPS issued Ceiling Price Reg. 34, placing commercial and 

rsonal services under specific regulations. 

OPS issued Amend. 1 to CPR 25, Amend. 1 to CPR 26, 
Amend, 2to CPR 24, and Amend. 2 to Dist. Reg. 2, de- 
signed to clarify and make adjustments to the original regu- 
lations for the beef control program. 

OPS issued an Amend. 2 to CPR 14, CPR 15, and CPR 16 
governing the pricing o1 certain food items by retailers and 
wholesalers. 

PAD issued PAD Del. 2, delegating to the Administrator, 
Defense Solid Fuels Administration, authority over the 
distribution of petroleum coke. 


. Reg. 2, GCPR, permitting 
contracts entered into prior to 


‘| OPS issued Amend. 1 to GOR & and Supp. Reg. 3 to CPR 22, 


pertaining to the exemption of certain printed products 
from price control. ; s 

OPS issued Ceiling Price Reg. 38, establishing ceiling prices 
for pulpwood produced in Northeastern States. 
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The Cuarmman. We will meet at 3:15 in the old Supreme Court 
room, room P-63 of the Capitol. 

(Whereupon, at 3 p. m., a recess was taken until 3: 15 p. m., in room 
P-63 of the Capitol.) 

(Whereupon, at 3: 15 p. m. the committee reconvened in room P-63 
of the Capitol.) 
The Cuamman. The committee will please come to order. 
Mr. Secretary, we are very glad to have you here. 
Will you proceed, sir. es 


STATEMENT OF CHARLES SAWYER, SECRETARY OF COMMERCE 


Secretary Sawyer. Mr. Chairman and members of the committee, 
since the enactment last September of the Defense Production Act, 
events have em ample testimony of the need for the authorit 
granted. Substantial accomplishments have been secured throug 
the exercise of these powers, but the program of mobilization which 
has been undertaken is only in its initial stages. It is essential that 
the act, now scheduled to expire on June 30, 1951, should be extended 
for 2 years, as recommended by the President in his message to the 
Congress on April 26, so that the actions now under way may be car- 
ried forward to successful completion. 

Experience has demonstrated that, in general, the basic provisions 
of the act dealing with expanding production and mobilizing the 
resources of the economy to meet military procurement needs, the 
major phases of the program with which I have been concerned, are 
bringing substantial accomplishments. It cannot be emphasized too 
strongly that the same military programs which have made necessary 
the controls err in the Niches Production Act require its ex- 
tension and broadening. 

In presenting this statement, I wish (1) to review for you the 
current state of the economy as related to the need for expandin 
production, and allocating scarce materials and facilities to essentia 
uses which, in my judgment, require extension of the act; and (2) 
to review the experience we have had in the National Production Au- 
thority in working out actions under its authority. This will serve 
to indicate the kinds of actions taken, their purpose, the curent status 
of our operations, and future requirements. 

The economic situation and prospects are such that we need to 
continue and strengthen our economic mobilization programs. It is 
only now that we are beginning to feel the impact of materials and 
other shortages. The pe acai will grow as the military procure- 
ment programs accelerate toward the attainment of the Nation’s 
security goal. 

Let us consider and carefully look at the economic facts. We need 
to analyze the facts about the size of the total demand upon our re- 
sources, the facts about our ability to meet these demands, and then 
face the probable effect upon our economy. 

Outstanding in the current economic picture is the growing size 
of defense expenditures. These expenditures were running at an 
annual rate of around $25 billion at the end of the first quarter, 
roughly double the June rate. But defense orders far in excess 
of the current rate of payments are being placed each month, in line 
with the authorizations of $52 billion for oil national defense purposes 
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already approved by Congress for fiscal 1951, and authorizations re- 
quested for fiscal 1952 in excess of this total. 

Defense expenditures are rising rapidly and expectations are that 
the rate by this year’s end will be about double the present rate, in 
other words reaching an annual rate of expenditures of $50 billion. 
Such a rate will represent 15 percent or more of our total national 
output, and clearly will require an increasing diversion of capacity 
and materials from civilian to defense industries. 

Businessmen, anticipating larger markets stimulated by defense 
activities, have increased their programs for new plant and, equip- 
ment expansion in 1951 by around 30 percent from the high total of 
last year. Much of this expansion is desirable and has been encour- 
aged by issuance of certificates of necessity and otherwise. But some 
of it is not essential and we may have to screen the use of resources 
for such purposes, as well as their use for consumers’ products. 

Since last June, businessmen have expanded inventories at an annual 
rate of about $17 billion, a third of which represents real increases. 
Some increases in the volume of inventories are needed to facilitate 
expanded output. But inventory controls, as provided for in the 
Defense Production Act, are necessary to prevent increases in excess of 
operating requirements, or for speculative purposes. Without regula- 
tion, excessive accumulation of inventories adds to the inflationary 
pressures and makes more difficult the channeling of materials for 
defense purposes. 

Consumers, with their rising incomes, have expanded their pur- 
chases substantially. From an annual rate of $186 billion in the second 
quarter of 1950, consumer expenditures for goods and services were 
about $20 billion higher in the first quarter of 1951, reflecting both 
larger quantities and higher prices. It is significant that dicen titates 
for durable goods showed the largest increases. These are the major 
competitors in the use of essential materials required by the military. 
That is why we have had to issue orders limiting the use of scarce 
materials for such purposes. These orders were made possible by the 
authority of the Defense Production Act. 

The increases in consumer spending since the second quarter of 1950 
have been supported in the first instance by rising incomes, but psycho- 
logical factors have played a part in the total, and more particularly 
in the timing of expenditures. The buying waves which reached their 
peaks in July 1950 and January 1951 were due largely to the fears of 
future shortages and consequent price rises. They represent the buy- 
ingen generated by Government and business purchasing. 

Over the coming months, incomes can be expected to rise further. 
Employment and hours worked will increase; shifts of workers to 
higher-paying industries will continue; and further adjustments in 
~— rates are under way. 

t is true that, despite this rising income, retail sales have slackened 
somewhat from the peak, and the price rise has moderated. In part, 
this has been due to the increasing impact of credit controls, and the 
actions of the Economic Stabilization Agency. As the President 
rightly emphasized in his message recommending extension of the 
Defense Production Act of 1950, the lull is temporary, and basic 
inflationary pressures are still strong. 

The increased tempo of our economic activity since June of last 
year is reflected in the rise in our total production, or gross national 
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product. This has increased from an annual rate of $272 billion in 
the second quarter 1950 to around $315 billion in the first quarter of 
this-year, or 16 percent. Approximately half.of this increases repre- 
sented an expansion in the total. physical volume of output, which is 
a substantial rise. Production in the manufacturing and mining 
industries alone increased almost 14 percent. 

We can be proud of the production achievement to date, but the price 
rises which, until recently, have accompanied the expansion give no 
cause for rejoicing. The increase of 16"percent in wholesale prices and 
8 percent in consumers’ prices reflect the tremendous inflationary 
pressures of the past three quarters. . 

The basic problem facing us at this time is that further increases 
in total eellaetias will be slower and harder to achieve, since the 
slack in the economy has generally disappeared, while total demand 
will continue to grow. Unless the direct and indirect controls encom- 
passed by the Defense Production Act are extended and strengthened, 
inflation would continue to take its toll, interfering with the expansion 
of defense production, quite apart from its own disruptive effects. 

Attack is necessary on all fronts. While the long-run solution is an 
expanding economy through increased production, this involves an 
increase in capacity. But it must be recognized that in the period im- 
mediately ahead, such expansion competes for the resources needed 
for increasing defense production. The problem is one of balance. 
We have been encouraging expansion in essential industries through 
approval of loans, certificates of necessity, and allocations. We have 
also restricted some expenditures through our orders, and shall have 
to go further. 

As we look ahead we can see that we face two critical years. Wecan 
ill afford further increases in prices of 2 percent monthly at whole- 
sale and 1 percent at retail. Orderly contractual relations among 
producers, suppliers, and labor, essential to maximum production. 
cannot be maintained on the quicksands of inflation. 

Credit control is essential to reduce the multiplication of current 
income. However, by itself it is not enough. Increases in taxation 
at least sufficient to cover the increased Federal expenditures planned 
for the coming fiscal year should be provided without delay. De- 
mands upon the market must be lessened. 

I make these remarks about the importance of these indirect. con- 
trols because I know that the production problems with which I am 
confronted can be dealt with only if we have adequate anti-inflationar 
measures in effect. The indirect methods of stabilization are essential, 
but we also need the direct price and wage controls. Cost inflation 
quickly reinforces demand inflation. The upward spiral must he 
halted. Direct controls can help while the more fundamental cor- 
rectives are applied. 

As I have already indicated, the period ahead calls for an increas- 
ing diversion of materials and capacity from civilian to defense in- 
dustries. In this connection, I should like to discuss the work of the 
National Production Authority. I do not propose, however, to cover 
the NPA operations in detail, since these will be covered later by Mr. 
Manly Fleischmann, the Administrator. 

The National Production Authority was set up promptly on Septem- 
ber 11, 1950, within the Department of Commerce, following the dele- 
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gation of functions by the President to me in Executive Order 10161 
of September 9, 1950. This prompt action was possible because anti- 
cipating the need for it, I began immediately following the Korean 
outbreak to draw upon the experience of those within the Department 
and in business who, by their experience in World War II and by their 
talents, were in position to assist in formulating a program that would 
bring immediate and effective results. 

The Defense Production Act created broad priority and allocation 

wers with the purpose of insuring that military and supporting 
industrial demands would be met on schedule. At the same time, 
it was the intention of Congress that the agency administering these 
powers should make certain that there would be a minimum disrup- 
tion of the civilian economy. Meeting these grave responsibilities 
has been an immensely difficult task. While I cannot say that there 
have been no mistakes made or that everyone affected by the activities 
of the Authority has been pleased with its operation, I can honestly 
say that in the first 8 months of its existence the National Production 
Authority has achieved a marked success. 

At the outset last fall, when the pressures induced by the military 
program began to be felt, the National Production Authority took its 
first formal actions by limiting inventories of materials in short supply 
and by establishing a system of priorities assuring the right of way 
to defense orders. ‘These initial restrictions had the general effect 
of channeling necessary raw materials into the defense effort, where 
they were used, in the main, to create additional industrial capacity 
which in time would contribute to the production of military end 
products. 

At the same time, the National Production Authority began to plan 
ahead against the time when simple priority orders would no longer 
insure military schedules and would have to be supplemented with 
additional controls. The result of this planning was the recent 
announcement that a controlled materials plan, based upon the plan 
used with such success in World War II, would be supplied in the 
third quarter of 1951. This plan will cover the use of the three metals 
basic to our economy, steel, copper, and aluminum, in defense and 
defense-supporting operations. It will have the effect of insuring 
the orderly delivery of machinery and components to manufactur- 
ers; and in turn the orderly delivery to the Armed Forces of end 
products made by these manufacturers. At present, an extension 
of the controlled materials plan to consumer durable and other civil- 
ian goods is not contemplated, a significant difference from the Con- 
trolled materials plan of World War II. It is hoped that sufficient 
materials will be available after military and essential civilian needs 
are met to provide for the production of civilian goods at a high level, 
about equal to that of 1948 or 1949, which were very good years indeed. 

In its operation, the National Production Authority has been in con- 
stant consultation with representative groups from industry. In 
forming industry advisory committees we have, in accordance with 
the act and in accordance with the long-standing practice of the De- 
partment, taken care that our industry committees should be repre- 
sentative of all members of the industry, large and small. We have 
at all times been consistent with the recommendations of the Depart- 
ment of Justice in the selection and use of such committees. 
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Through the establishment of Industry Advisory Committees a 
forum has been provided where the businessmen of the country could 
resent their ideas and their problems to NPA officials. Orders have 
n issued only after full and frank discussion. Many orders have 
stemmed from the actual experience of the industries themselves. 
There has been no disposition on the part of anyone in Government 
to force unnecessary controls upon the economy. Controls have been 
applied and willingly followed because industry, by having been in 
= the planning, has recognized the great urgency of our defense 
elfort. 

The National Production Authority follows the policy that our 
defense program should be built upon the broadest possible base. We 
must continually recognize the indefinite and indeterminate nature 
of the demands of defense on our economy and the ever-present danger 
of the need for total mobilization. In furtherance of this policy the 
Authority has given special attention to using the resources of small 
business to the fullest extent practicable. 

The Office of Small Business has been established within NPA and 
the Director of that Office is an advisor to the Administrator of the 
Defense Production Administration where the small-business defense 
activities of the executive branch are coordinated. 

The activities of this Office follow two major lines: (1) facilitating 
the participation of small-business concerns in Government procure- 
ment; and (2) assisting smaller enterprises in the acquisition of ma- 
terials and equipment. These activities include work with Federal 
procurement officers, prime contractors and other suppliers, and par- 
ticular consideration of the needs of small business in the formulation 
and administration of material-controls orders. Moreover, technical 
and managerial assistance are provided by the Office of Small Busi- 
ness working with other bureaus of the Department. 

This summary of the small-business program reflects my strong 
conviction that assisting and preserving small business are indis- 
pensable elements of the defense effort. 

I should like to touch upon one further aspect of NPA’s work, which 
is basic to the current thinking about defense. This is the work that 
has been done by the agency to expand our productive resources. The 
Defense Production Act ee for programs of Government aid 
to business in order to increase capacity. Of direct concern to the 
National Production Authority was the program of accelerated tax 
amortization and the program of loans to private business to help 
underwrite expansion for defense. The agency is charged with re- 
sponsibility for receiving and processing applications for tax-amor- 
tization certificates and loans, and with forwarding these, with a 
recommendation to the Defense Prouction Administrator for final 
decision. 

As of May 5, nearly 900 tax amortization certificates were processed 
by NPA, covering plant expansion of almost $4 billion. On NPA’s 
recommendation, these certificates were issued by the Defense Pro- 
duction Administrator. In addition, about $51 million in defense 
facilities loans were acted on by NPA and granted by the Defense 
Production Administrator. Obviously, not all of the tax amortiza- 
tion certificates will be used, since the granting of a certificate does not 
guarantee anything whatever in the way of Reacees or availability 
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of material. The work of processing applications has recently been 
greatly speeded up, with a consequent ee in the rate of achieving 
our sought-for plant expansion. Indeed, it is only by increasing our 
productive resources that we can hope to superimpose a military 
program on top of a civilian economy. 

I wish to stress the importance of extending this act on a flexible 
basis suitable to meet the dynamic conditions which face us. In 
July 1950, I testified before the committee and urged that the au- 
thority be granted by the Congress in terms which would permit the 
greatest possible administrative flexibility in its administration. I 
pointed out that our productive and distributive system is so complex 
that authority which did not permit this flexibility would be likely 
to prove insufficient or to do more harm than good. If authority is 

nted in sufficiently broad terms to allow this administrative flex- 
ibility, actions to be taken by the Government can be tailored more 
directly to the immediate and varying objectives to be accomplished. 
In enacting the Defense Production Act of 1950, the Congress adopted 
this policy. Thus, in its report on the bill this committee stated that: 

It is necessary that these powers should be broad and flexible because limited 
or restricted or partial authority might even prove insufficient to accomplish 
the desired end in a given situation or might do more harm than good by mak- 
ing it necessary to use a shotgun instead of a rifle in order to accomplish a 
single purpose. 

In my opinion, experience in administration of the act demon- 
strates the policy to be a wise one. Let me illustrate what I have in 
mind. Because of the adaptable character of this act, we were able to 
promulgate regulations which prevent American ships and planes 
delivering materials to communistic China, although at the time this 
act was adopted it was not foreseen that its powers would have to be 
used in this manner. 

It goes without saying that the defense powers must be exercised 
with discretion and caution and to no greater extent than is necessary. 
The proposed amendments to the act reflect the principle of flexibility 
and I urge that the Congress in considering amendments to the Act 
continue to follow this principle and grant this authority in broad 
terms allowing action to be taken which can be fitted precisely to the 
immediate purpose to be accomplished. 

I am convinced that failure to extend the authority, as recommended 
by the President, would be disastrous, both to the national defense 
and to the sound operation of our economy. 

The Cuamman, Mr. Secretary, we thank you for your statement. 
There are one or two questions that I want to ask. 

You say on page 2: 

The deficiencies will grow as the military procurement programs accelerate 
toward the attainment of the Nation’s security goal— 
and later on you say in connection with the controlled materials plan 
you have no idea, and you do not intend to put in any controlled ma- 
terial program beyond steel, copper, and aluminum. Do you mean 
the deficiencies you speak of are steel, copper, and aluminum? 

_ Secretary Sawyer. Those, of course, do not represent all of the defi- 
clencies. 

The Cuarrman. I can understand, but I just want to find out why 
do you not put a controlled materials plan in for the others? 
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Secretary Sawyer. Because we are trying, as I have stated here in 
several places, to keep this control operation in as small a scope as 
possible. : 

The Cuamman, I want to congratulate you on that. I just won- 
dered if you did feel it would have to be extended. 

Secretary Sawyer. We do not think so. We feel if these three ma- 
terials are controlled by the controlled materials plan, so far as the 
defense effort is concerned, that would be enough. We feel that by 
other orders of the type which have already been used, we can probably 
accomplish the needed results in connection with other materials. 
There are some materials which are in short supply which are handled 
by only a few businesses or where we can deal with the-flow of material 
and its distribution much more simply than we can with either steel 
aluminum, or copper, but the main reason for confining the controlled 
materials plan to those three was, as I say, to hold down the whole 
control operation to a minimum. 

The Cuarman. I notice you established the Office of Small Busi- 
ness; everybody is for small business. Do you have any statistics on 
what have you really done for them, because, as I understand, speeches 
are made for them, including some by members of this committee, in- 
cluding myself. But I cannot find very many tangible benefits that 
small business has received. I know you are trying to do the best you 
can, and I congratulate the men that you put in the offices throughout 
the country, but are you getting anywhere with it through the de- 
fense organization? After all, the Army, Navy, or Air Force may 
have the right to let these contracts, but you do not have that right, do 
you, and you cannot do anything with them if they let contracts to 
nothing but big concerns ? 

Secretary Sawyer. We do not let the contracts, but I think we have 
furnished facilities to small business which, to answer your specific 
question, have been of great benefit. As you know, Mr. Chairman, 
even a year before the Korean War began, I had set up an agreement 
with the Department of Defense and the General Services Adminis- 
tration 

The Crarrman. You had a meeting with this committee in order 
to set 1t up. 

Secretary Sawyer. Yes. And under that arrangement the prospec- 
tive procurement activities of the military services and the GSA were 
broadcast throughout the Commerce offices, and in turn by them 
through many channels to small business. We had some months ago, 
I think, as many as 3,000 outlets, and now we have a great many more. 

In connection with our effort to decentralize this whole control 
program we have set up a number of offices in addition to the regular 
regional and district offices of the Department of Commerce. 

The Cuamrman. I understand there was a supplemental appropria- 
tion before the Appropriations Committee last week in which you 
asked for citanihooatie more money, as I understood, to help in these 
new small-business offices or in the existing offices where you would 
have men who would know something about small business to try to 
help with the contracts. 

Secretary Sawyer. The chief objective—— 

The Cuarmman,. I want to congratulate you. Do not misunder- 
stand me, but I want to know what the Defense Department has done 
about this thing. 
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Secretary Sawyer. There has been a tendency, since the Korean 
War began, and the Military Establishment has been faced with the 
terriffic need to build up its matériel and its manpower, and so forth, 
to resort more to negotiated contracts than they did prior to that time. 
However, we are working with the military, all branches of it, in an 
effort to see that so far as possible so-called negotiated contr acts can 
be utilized in dealing with small-business men, and also to see that 
wherever possible the old type of bidding permitting small business 
to come in is utilized. 

I feel that we have made a very substantial contribution, although 
it is extremely difficult to tell just how substantial it has been. I 
could come in with specific instances to you, and I am sure you know 
about them per sonally. I want to say, however, in all fairness, that 
small business is today far from getting what it wants, or what it 
should have. 

The Cuamman. I am glad to hear you say that “what it should 
have,” because every bit of the testimony I have seen before the 
Appropriations Committee on these contracts with the Army and 
Navy bears out what you say, what small business should have it does 
not have. 

Secretary Sawyer. I agree with that. 

The CuamMan. We just want to try and help, because every business 
firm you can keep is a great asset to the country, whereas so many 
in these smaller communities who do not have the direct contracts 
from the Army and Navy are folding up, as they are in my State and 
other States. 

Secretary Sawyer. There is no doubt about that. 

The Cuarrman. How can you do more for them under this law? 
Can you suggest some legislation we can consider, because this is the 
committee charged with legislation for small business. I would like 
to get your idea on it, because I know you have tried to help, and I 
know you have helped—do not misunderstand me. I know we have 

met, together with representatives of the proeurement offices of the 
Army, the Navy, and the Air Force nearly a year ago, and you started 
these Commerce offices and tried to help. I think, like you, that we 
have not helped enough, and I would like to know, after your experi- 
ence of almost a year, if you can suggest some amendment to this law 
that the committee can write, because everybody on this committee 
wants to do it in the interest of small business. 

Secretary Sawyer. I think probably you could do something that 
would be of help. Some time ago I asked the men in my Department 
to accumulate for me information on what had been done for small 
business in World War II and how effective it had been. 

The Cuamman. We had the Smaller War Plants Corporation that a 
subcommittee of this committee handled. We want to get some legis- 
lation instead of hearings. 

Secretary Sawyer. I know that there is that urge to move in on a 
Smaller War Plants Corporation. I had the statistics gathered with 
reference to what had been accomplished, what it cost, ‘and so forth. 
At one time there were 2,800 people employed in the Smaller War 
Plants Corporation, and it took quite a while to get its activities under 
way. I do feel that if the Congress and the committee feel, and I 
think it might be a wise move to make, that an especially active 
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operation in addition to what we are doing in Commerce needs to be 
set up—— 

The Cmamman. How can you set it up? That is what I want to do 
legislatively in this committee which is charged with the duty of con- 
sidering legislation dealing with small business! 

Secretary Sawyer. I think you can set it up, and I think its au- 
thority to make suggestions to the military—— 

The Caamman. You will have to do more than make su ions. 

Secretary Sawyer. I do not know fhat I would suggest that any- 
one be allowed to go so far as to issue orders to the military. 

The Cuarrman. Oh, it could not do that. 

Secretary Sawyer. The other suggestion that has been made of 
which I doubt the feasibility is that a certain percentage of orders 
must be given to so-called small business. I think, if we can, I would 
be very glad to discuss with my staff the specific wording—— 

The Cuarrman. I wish you would and submit it to this committee 
for my consideration and for the committee’s consideration, because I 
know you have done a lot; I know you have tried to do more than you 
have done. 

Secretary Sawyer. We have not done all that we should do, or can 
do; I am quite frank to say that. 

The Cuarmman.I know. The military knows you know it and I 
know you know it, but what can we do about it. We can legislate 
in this bill. It is more important to do something in this bill for 
small business than in any other bill, and you are the one that knows 
more than anybody else about it, to my way of thinking. 

Secretary Sawyer. I would be very glad if you wish, Mr. Chairman, 
to make a specific suggestion to you dealing with this general over-all 
subject. of the Smaller War Plants Corporation and whether or not 
it should be completely a separate institution. 

(The letter referred to will be found on p. 109.) 

The CuarrmMan. We can put an amendment in this law to try to 
utilize all of this experience you have had in dealing with the problems 
of small business. 

I do not have any further questions, except I do want to congratu- 
late you on what you have done on stopping the shipments to Com- 
munist China through the export laws. I only wish you could use 
your influence upon our friends in England. 

Secretary Sawyer. We have tried, and I think to a certain extent 
we have accomplished that, although it is not all that I hoped we 
could do. 

The Cuatrman. You mentioned certificates of amortization and 
certificates of necessity. Mr. Fleischmann will be here tomorrow. 

Secretary Sawyer. I do not think anybody knows all the answers, 
and I doubt whether he does. I do not know all the answers, but 
I do feel this, Mr. Chairman, that we should not back away from the 
original decision to encourage the increase in plant capacity, and. 
while there has been some criticism of these certificates of amortiza- 
tion and certificates of necessity, I myself think we have done exactly 
the right thing. There may have been some cases where they should 
not have been granted. I do not know of any. 

The Cuarrman. I am not ug ing that. There are a whole lot 
of questions that I want to ask, because I have seen some of these 
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people. People asking for these things say it does not do them any 
rok so I have had the staff of the committee prepare a long state- 
ment covering every phase of certificates of necessity and tax amorti- 
zation. I wanted to put that in the record tomorrow, and, of course, 
I know, as you do, that amortization certificates have been issued for 
some 51% billions worth of facilities, but why would business say it 
does not do an good and then come and ask you for amortization 
certificates for 31 200,000,000 worth of facilities? 

(The memorandum referred to will be found on p. 120.) 

Secretary Sawyer. The total I think is that; and the figures which 
I have given here which apply to the NPA are somewhat smaller. 

The Cuatrman. I understand. I mean the total requested—the 
$17,300,000,000. 

Secretary Sawyer. Yes; it was very large. 

The Cuarrman. I will ask Mr. Fleischmann about that tomorrow. 

‘Senator Bricker. I want to commend the Secretary upon his pres- 
entation. I think it is an excellent one. I think there are just two 
or three questions I would like to ask in connection with it. 

In the first place, on page 3, in the second paragraph, in connection 
with “some of it is not essential”—that is, the plant expansion, new 
buildings— 
and we may have to screen the use of resources for such purposes, as well as 
their use for consumers’ products. 

Do you not now have full authority and are you not screening the 
use of materials for all building purposes? 

Secretary Sawyer. Yes. All I am arguing here is we should have 
a continuance of the authority. 

Senator Bricker. No additional authority is needed over that? 

Secretary Sawyer. I think not. I am quite sure I am right about 
that. You might ask Mr. Fleischmann. The point is we have hesi- 
tated, first, on principle, because, as I said to the chairman a moment 
ago, we want to put as little control as possible upon the economy; 
and, secondly, because if you stop large-business operations, for in- 
stance, you throw people out of work, you throw out of gear a man’s 
business pa for a year or two ahead and we have tried not to do 
that until we were at the point where we felt it was necessary, and 
all that I meant here was that it may be necessary to stop some build- 
ing of apartment houses or office buildings, or that sort of thing, be- 
cause the materials are needed elsewhere. 

Senator Bricker, At the top of the page you say: 


Such a rate will represent 15 percent or more of our total National output— 
that is the allocation to defense production— 


and clearly will require an increasing diversion of capacity and materials from 
civilian to defense industries. 

At what time do you think in our program, if you have made any 
estimate, will we be able to substantially take care of the domestic de- 
mands along with the war production demands? 

Secretary Sawyer. I think Mr. Wilson, who testified here this 
morning, is perhaps better qualified to answer that question, but I 
should my about a year or so from now we ought to be in pretty good 
shape to do that, that is, over-all. Of course, there will be areas and 
activities where the demand will undoubtedly increase. 
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Senator Bricker. That will be in specialized fields, of course. 

Secretary Sawyer. Yes; in particular fields; but I think after the 
shift-over, or the turn-over from normal activities to the military 
production, the thing will begin to ease off. I also hope that careful 
scrutiny of military expenditures and operations will permit us to 
keep this down. Of course, that is not my field, and I am not under- 
taking to say what can or should be done, but I do think that that is 
a fruitful avenue for survey in connection with this impact on the 
economy. a 

Senator Bricker. I agree with you entirely. 

You mentioned the fact that they expanded inventories to the extent 
of about .$17,000,000,000, a third of which represents real increases. 
Those, no doubt, were prompted by the scare buying that took place 
during the period after the Korean episode, did they not ? 

Secretary Sawyer. Partly that. If I may, Senator, go back to 
my answer to your previous question, I think there may have been 
a tendency for the public and Government officials, too, to set too 
much store in the fact of the military spending so many dollars. I 
mean the goal seems to be so many billions of dollars, where it seems 
to me the goal should be so many tanks or guns or whatever it is, 
keeping the dollars down. 

Senator Bricker. What we are really taking out of our resources 
rather than the dollars. 

Secretary Sawyer. In other words, I do not think we should meas- 
ure the success of our mobilization program by the amount of money 
we are able to spend. I think wes ould measure it by the efficiency 
with which we get the necessary equipment, and I think that should 
be the guidepost. 

As far as the inventories are concerned, part of that undoubtedly 
was due to so-called scare buying, as you say. I was one of those who 
felt that controls on prices and wages should have been imposed early, 
because it seemed to me inevitable that this stricture would come, and 
one of the causes of buying and accumulation of inventories was the 
fear that prices would go up and, of course, the more they were talked 
about the more they did go up, and prices were put up in many cases, 
in my opinion, when there was no cost justification for it, simply 
because they wanted to be in before the ceiling was put on, and the 
longer the ceiling was postponed, why, the further that process went. 

But I want to say this, I do not believe that was the only cause of 
the increase in inventories. You see, with an economy expanding as 
rapidly as ours, inventories have to grow. With a growing business 
they have to have more to do business with, so I think you must recog- 
nize, or we must recognize, that element in the inventory increase. 

Senator Bricker. That is volume of inventory and not dollar value. 

Secretary Sawyer. Yes. 

Senator Bricker. Do you think that that increased inventory or 
excess inventory, you might call it at the present time, is responsible 
for the slack in prices that you find in the retail market ? 

Secretary Sawyer. Yes. 

Senator Bricker. Do you think that in the present bill there is 
sufficient control to hold inventories within reason ? 

Secretary Sawyer. I think there is so far as I am concerned. I 
am dealing now with this question of critical materials. I do not 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 99 


think we need additional authority as far as additional inventories 
are concerned. 

Senator Bricker. Do you think you need it with regard to other 
than strategic or essential materials? We have the provision, and it 
is very difficult, of course, to tell when an inventory has reached a 
hoarding point. 

Secretary Sawyer. We have provisions now which I think enable 
us—and I would like to have Mr. Fleischmann answer that question 
specifically—but in my opinion we have authority to prevent hoarding 
now, ample authority, if the Congress renews it. 

Senator Bricker. You have mentioned there has been an $80 bil- 
lion increase this year in at the rate of spending in the first quarter over 
last year. How much of that represents the dollar increase value and 
how much of it additional 

Secretary Sawyer. What page is that, Senator ? 

Senator Bricker. It is at the bottom of page 3: 


From an annual rate of $186 billion in the second quarter of 1950— 


And so forth. That would be $80 billion a year if that same ratio held 
ood. 
. Secretary Sawyer. No; I think that is an annual rate. 

Senator Bricker. What amount of that would you say is due to 
increased prices and what proportion of it due to increased buying ? 

Secretary Sawyer. I think I state that somewhere with reference 
to another factor. I do not know what the exact figure is. I think 
it is about half—about half an increase in volume and half an in- 
crease in price. Mr. Meehan says it is one-third volume and two- 
thirds price. 

Senator Bricker. Do you expect that volume of buying to hold up, 
or will it eventually slack off this year? 

Secretary Sawyer. I do not expect it to slack off this year; no. Of 
course, the retail sales have slacked off, as we all know, but even that, 
I believe, is temporary. 

Senator Bricker. "That is the reaction from the scare buying? 

Secretary Sawyer. That is the reaction in many ways. Of course, 
people are not buying quite as they did, and then the very fact that 
they know that they can get the goods is a deterrent. 

Senator Bricker. And also your tax increase, and so forth. 

Secretary Sawyer. Restraints on credit and all of those things have 
played a part. 

Senator Bricker. So as far as those factors are concerned, they 
have been working very effectively ? 

Secretary Sawyer. [ think they have been working effectively. I 
think we still need to keep them in operation. 

Senator Bricker. On page 9 you talk about the advisory commit- 
tees. How are those committees chosen ? 

Secretary Sawyer. The effort is made to get a fair cross section of 
industry. All sorts of businesses are represented, for the most part, 
and in all cases so-called small businesses are represented. In every 
case the effort is made to see that the committee is representative. 
I can say that members of the industry are not always satisfied. 
There are many times when men want to be on those committees, and 
we cannot put them on. Of course, you cannot have a committee that 
is supposed to advise with reference to a particular product which 
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is nothing but a town meeting where you never get anywhere. You 
must have it small enough so that discussion can be carried on effec- 
tively. But the effort has been made, and I think quite successfully, 
to have those committees really representative of all members of the 
industry. 

Senator Bricker. Are they given the privilege of having advice of 
counsel and continuing to operate with you or do you communicate 
with them or give them advice? .* 

Secretary Sawyer. You mean while the committee meetings are 
going on? ’ 

Senator Bricker. Yes. 

Secretary Sawyer. I do not know that that question has arisen. 
Maybe it has. Of course, what we do, as I said here, is to consult 
with the Department of Justice on the setting up of those committees 
and the method of operation. There was some fear on the part of 
the Congress that may be they might be used for purposes of restrain- 
ing trade, and all that. I do not really think anybody today has any 
real fear about that. They have been conducted—everybody knows 
what is going on, and the reports are open, and the membership 
changes, and so forth. 

Senator Bricker. Do you avail yourself also of the industry asso- 
ciations and trade associations? 

Scretary Sawyer. The trade associations are not represented as 
such, although there are representatives from them. I am not too 
familiar with the detailed make-up of the industry advisory commit- 
tees. We did, for instance, have when I was operating the voluntary 
controls 2 or 3 years ago, a good deal of discussion about representa- 
tion on the part of trade associations. It was a perfectly normal 
thing for the representatives of these trade associations to want to 
come in and do the representing, but we set up the committees di- 
rectly with industry because we wanted to get the advice of men 
right in the industry, and I think it was regarded by the industries 
as successful. 

Senator Bricker. You do not go through the trade associations? 

Secretary Sawyer. Not as members of the committee, although they 
knew what was going on, and there was no effort to keep the informa- 
tion away from them. Of course, we also consult with trade associa- 
tion representatives constantly, outside the committees. 

Senator Bricker. You mentioned that you are allocating these es- 
sential materials. You mentioned steel, copper, and aluminum. After 
the defense needs are taken care of, you are not making any effort at 
the present time to allocate those as among the producers of civilian 
goods at all? 

Secretary Sawyer. Not at this time under the controlled-materials 
plan, the theory being that if we can introduce a well-regulated pro- 
gram for using the amount of these materials that are needed for 
military purposes, and essential civilian needs, as we say, we can 
leave the normal operation of the business economy to take care of 
itself, but the trouble with anything short of that, as far as these ma- 
terials are concerned, is that when a so-called DO order is used as 
a hunting license, as the case has been described, you are likely to get 
a terrific bottleneck in one spot. The effort is to see that the materials 
which are needed for defense are used in the places where they would 
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be most effective; in other words, for defense purposes only. Not 
everyone is in agreement on this thing. We have violent feelings 
* on both sides; people think we should not have any controlled mate- 
rials program at all, and some people think we should not have any 
controls at all. Others think it should go much further, but at the 
moment, based upon the best advice we could get and the man we got in 
last October, I talked with General Harrison about the matter, and 
we got in this man Scuse who had charge of that in World War II, 
and he is probably the best-informed man in the country on it, and 
this whole controlled-material program had been worked out by him 
with the assistance of a good many others, on what they feel is a sensi- 
ble basis, always keeping in mind my theory that we should have just 
the minimum of control. 

Senator Bricker. And then leaving it to your good offices to see 
if there is as equitable as possible distribution among the civilian con- 
sumers without vomsugs putting on controls. 

Secretary Sawyer. Yes. And, of course, we have agencies set up 
for so-called distress cases or inequity cases, so that if a little fellow 
finds himself in a terrific box and he cannot move, why, we can make 
special orders for him. We are doing it all the time. 

Pe Bricker. That is what I mean by the use of your good 
offices. 

Secretary Sawyer. Yes. We are also saving a great deal of steel 
by limitation orders on clearly nonessential construction and similar 
things. This steel is also peatieble to industry generally. 

Senator Bricker. At the bottom of the third paragraph on page 10, 
you say: 

Moreover, technical and managerial assistance is provided by the Office of 
Small Business working with other bureaus of the Department. 

What is the nature of that technical and managerial assistance ¢ 

Secretary Sawyer. Well, it is not as great as it should be, and it is 
probably not as effective as it might be, either. It deals with an 
effort—of course, we do it through publications which you perhaps 
know about, in which a man is told how to run his business, and this is 
smal] business, and also through the Office of Technical Service, which 
is in my Department, whereby inventions of various kinds are brought 
in and made available to the little fellow. We get letters, hundreds of 
letters now, weekly, from people who have suggestions about inventions 
of one kind or another or new processes or methods, and these are 
passed out where they reasonably can be to small-business men. Of 
course, I am one of those who believes that there is no substitute for 
the genius of business management which a man either has or does not 
have. I do not think you can wet-nurse a businessman and make a 
success out of a failure. In the last analysis, the man is going to suc- 
ceed who has the talent for doing it, and he will succeed with very 
little help, where a man with no talent will get a lot of help and not 
succeed. But we do try to give them information and technical assist- 
pi at the type I have mentioned. It is not a very great contribution, 

rankly. 

Senator Bricxer. Well, that is nothing new; you have done that all 
along. It is just an expansion and an application of the production 
program in a new area. 
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Secretary Sawyer. It is not new and is not done under the provisions 
of this act. However, we are concentrating this work on defense, as 
we are doing with all the Department’s activities. 

Senator Bricker. On page 11 you mention: 

In addition, about $51 million in defense facilities loans were acted on by 
NPA and granted by the Defense Production Administrator. 

What was the nature of those loans? ie 

Secretary Sawyer. A man would get_a contract with the Army to 
make—I do not know that this is a particular case, but suppose he got 
a contract to make shoes and he did not have an adequate plant and 
he did not have certain other facilities. We would lend him the money 
to get that. It was a purely military matter. 

‘The Cuarrman. Who is “we”? 

Secretary Sawyer. By “we,” we recommended it. As a matter of 
fact, we did not have the final authority. That was done first by 
Symington’s office, when he was in that position, and later by Harrison 
when he was Defense Production Administrator. 

Senator Bricker. I think you answered this question a moment 
ago: 


Indeed it is only by increasing our productive resources that we can hope to 
superimpose a military program on top of a civilian program. 

Do you contemplate that when you reach that point where civilian 
economy will be satisfied, along with the military demands, that you 
will be able to relieve the economy of a great many of those controls, 
if not practically all of them? 

Secretary Sawyer. I hope so, and I will say to your committee 
you have my pledge that just as rapidly as these controls can be 
oS or reduced they will be, as far as I have anything to do with 
them. 

Senator Bricker. I think that is the desire of the committee and 
the Congress generally, if it is at all possible to do so at the earliest 
possible moment. 

Secretary Sawyer. And I have done it in the past where I had the 
opportunities. You know I did away with the voluntary agreements 
program as rapidly as possible. I reduced export control drastically 
until the war in Korea came on. In fact, we have done the same thing, 
we have reduced controls here in NPA where we felt we could from 
time to time, and have modified the orders. 

Senator Bricker. Up to the present time ? 

Secretary SAwYEr. $5 

Senator Bricker. One more question: Do you feel satisfied now 
that you have control of the shipments to what might be called enemy 
countries or countries where it might get into enemy hands? 

Secretary Sawyer. You are speaking of export controls. 

Senator Bricker. That is right. 

Secretary Sawyer. We have, I think, accomplished complete con- 
trol, as far as those countries are concerned. We do not ship anything 
to China. We have not for many months. We have cut the shipments 
down to Hong Kong, as you know against the protests of a good many 
people, to the essential needs of Hong Kong alone, and the action I 
mentioned here where we stopped the ships and eee was not just a 
stoppage of the goods that left this country. Except for a few par- 
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ticular items where export controls were imposed after ships had 
left — would never have left this country. These orders apply 
y 


yrimarily to goods that come frv... other countries which we stopped 
Coates they were on American planes and ships. 

Senator Bricker. How effective has that been in shutting off the 
shipments of other countries to enemy countries ¢ 

Secretary Sawyer. That is a matter of degree. We have, as you 
know, I am sure, put drastic controls on so-called transshipments. 
The big problem is still one of so-called parallel action by which we 
undertake to persuade our friends and allies to impose controls 
against shipments to so-called satellite countries equal to those we 
impose ourselves, and we have made a great deal of progress on that, 
although I say it has not gone as far as it should. 

Senator Bricker. I think that is all. 

The CuarrMan. Senator Robertson ? 

Senator Rorerrson. Mr. Secretary, the new bill carries authoriza- 
tion for Government-owned and operated plants. What Government- 
owned plants do you think we will now need, if any ? 

Secretary Sawyer. At the moment I do not know of any that we 
will need, but I think, and you have heard me say on other occasions, 
that I am not very enthusiastic about the Government doing that. At 
the moment I do not know of any specific plans where this power will 
be used, but I feel this: that it can do no harm to have it in there if it 
develops that in connection with some particular critical material 
there is not a sufficient business incentive to cause a businessman to 
go into it, and we ought to have the power to do it. I do not know 
at the moment, and I myself feel that in 99 cases out of 100 there is 
ample incentive today for normal business to do the job itself. 

Senator Roperrson. We have already issued certificates of neces- 
sity for $4 billion, and you had pending applications of from $10 to $11 
billion. 

Secretary Sawyer. A lot of billions; I do not know the exact 
amount. 

Senator Roperrson. And you have had a good many applications 
from electric utilities, and none of those have as yet been issued. 

Secretary Sawyer. Those do not come to me. 

Senator Roperrson. I think, sir, you will find that a recommenda- 
tion comes up from Interior, but the certificate actually has to be issued 
by your NPA. 

Secretary Sawyer. No. The certificate comes from Interior, but 
has to be approved and finally confirmed by DPA, which is the De- 
fense Production Authority. What I have been discussing here—and 
this alphabet gets very complicated, it does for me, I will say very 
frankly—but the National Production Authority which is in my De- 
partment, which is the thing I have been discussing here, does not 
make recommendations with reference to utilities. Those are made 
by the Department of the Interior, as you suggest, and they go now 
to the Defense Production Authority which has been until recently 
under the charge of General Harrison. Originally they went to Mr. 
Symington as Chairman of the Resources Board. I do not pass on 
those certificates, in either a preliminary way or a final way. 

Senator Ronertson. I know Mr. Harrison’s outfit passed on them, 
but I thought that was embraced in your Department. 
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Secretary Sawyer. No, Mr. Harrison—it may be confusing, be- 
cause Mr. Harrison was the first Administrator in my Department of 
the National Production Authority. 

Senator Roserrson. He went from NPA over to DPA? 

ny Sawyer. That is right. He went from N to D, in other 
words. 

Senator Roperrson. I do not know which had it, but I just knew 
they had it initially. But there was a great demand in all fields, about 
a 20 million kilowatt shortage in the field of electric energy, but 
private utilities were standing there begging for an opportunity to do 
the job. 

You refer to need for taxes. I just had a check made on the appro- 
ponte bill that the committee has acted on in the House, and they 
1ave finished the Treasury and Post Office two supplementals, Labor 
and Public Security, Interior, Independent Offices, and iculture 
and Mr. Taber claims that the House committee has cut $4 billion off 
the budget so far. They still have to act on State, Justice, Commerce, 
Judiciary, and Legislative. Well, all of those are just largely per- 
sonnel appropriations, and they do not run into the big figures; and 
Armed Forces, of course, that is a military expenditure; and ECA, 
that is about $7 billion. 

Let us assume that Mr. Taber and his colleagues over there can find 
another $2 billion somewhere in what is left and cut the budget $6 
billion. How much do you recommend for new taxes? You said it is 
important to have new taxes. 

Secretary Sawyer. No; I do not undertake to comment on specific 
figures with reference to taxes. I think we should have enough taxes 
to carry this burden as we go along; in other words, I do not think 


we should add to the debt. I do recognize the desirability, as I said 
awhile ago, of cutting down expenses on the part of the military, and 
I might also say in connection with foreign aid I feel that can be 
done. 

I do feel that the place where the cuts will be most effective are 
the places where the most money is spent; in other a where you 


are spending $100,000, you cut 10 percent and you save $10,000, but. 
where you are spending $10 billion, and you cut 10 percent, you would 
save $1 billion. 

I think if I might just volunteer that statement, the first go-around 
should look at the places where the most money is spent, but I cer- 
tainly do not intend to qualify as a Treasury expert or give opinions 
on the particular amounts of money that might be saved. 

Senator Rosertson. By the same token, if you apply a 1 percent 
increase in retail prices to a total production of $315 billion, it 
amounts to $3,150,000,000 a year; does it not? 

Secretary Sawyer. I donot think the total national product of 
$315 billion—it does cover the other way, to put in the other way, 
other things than the prices of goods that are sold. I do not know 
what the exact figure is. 

Senator Rosertson. We find services going up, too, you know. 

Secretary Sawyer. I agree with you it is a very large figure. It is 
large enough to deserve attention. 

nator Roperrson. Well, in approximately 8 months since the 
Korean War, we found prices at retail up 8 percent, and wholesale 
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prices up 17 percent, in line pretty much with your figure, and you 
say we cannot continue to see retail prices go up 1 percent a mogth 
and wholesale prices 2 percent a month. Eventually the increase in 
the wholesale price catches up with the retail level, does it not, if it 
keeps on going that way? 

Secretary Sawyer. I think in this inflationary spiral each one 
catches up with the other, but the first one gets higher. There is no 
end to it. That is why I think you need controls. 

Senator Roznertson. Suppose we pass this bill, or at least so much 
of it ag we think is really needed, and with the broad discretion which 
you recommend and which we included in the other bill, and we 
economize in the budget and pass a new tax bill so that there will 
not be any big gap of deficit spending in the next fiscal year, what 
is your present guess about inflationary pressure for the fiscal year 
that commences in July? How much increase do you anticipate? 

Secretary Sawyer. I would not be able to answer that question, 
but I will say this, if I get your point: I would not increase taxes just 
for the sake of trying to prevent inflation; in other words, I would 
gt the taxes that are necessary to pay the bills as we go, but, again, 

am no Treasury expert and I would not regard my opinion as worth 
“= much on that subject. 

Senator Ropertson. But you do think inflation is right costly? 

Secretary Sawyer. I think inflation is our greatest danger today, 
and I think that unless everybody in the country realizes his or her 
stake in it, we may suffer terribly from failure to realize that. 

Senator Ropertson. I am under the impression that out of the total 
national product the consumer goods at the present time is around 
$200 billion and, if that is true, 1 percent of inflation is costing the 
American people an additional $2 billion. 

Secretary Sawyer. Right. 

Senator Rosertrson. And 8 percent of inflation means in 1 year $16 
billion more than we would have paid but for what happened after 
the Korean War started. I fully agree with you that if we approach 
the actual expenditure of $50 bilson, or 15 percent of the total produc- 
tion, the pressure of inflation is going to increase and the necessities 
both as to the cause and as to the blocks we have put in the way will 
increase. We have got to have some control, at least for another year. 

Secretary Sawyer. My feeling is we should not get any false hopes 
a because at the moment there seems to be a at om in the Treasury, 

ause we really have not begun to pay for this war yet, or this 
mobilization, I should say. 

Senator Rosertson. No more questions. 

The Cuamman. Senator Schoeppel ? 

Senator Scuozrren, Mr. Secretary, any questions that I happen to 
ask you I do not ask because I mean to be critical of the way you have 
handled things, because I think you have done an excellent job. I 
note in your statement on page 6 you say: 

Credit control is essential to reduce the multiplication of current income. 
However, by itself it is not enough. Increases in taxation at least sufficient to 
eover the increased Federal expenditures planned for the coming fiscal year 
should be provided without delay. Demands upon the market must be lessened. 

You say there in so many words, getting down to the brass tacks 
c- situation, that we ought to begin thinking in terms of balancing 

udget. 
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Secretary Sawyer. I certainly do. 

Senator Scnorrren. You do feel that is one of the things we are 
going to have to face, and if we do we will do something about checking 
these inflationary trends; do you not? 

Secretary Sawyer. Yes; I agree with that thoroughly. ie, 

Senator Scnorrren. Now, Mr. Sawyer, I do not know whether it is 
in your Department or not, or in your province to say, but about what 
percent of the critical materials do you think, the way we have been 
producing now, is needed aad is being utilized strictly for the defense 
program ¢ . 4 

Secretary Sawyer. It varies with different materials and it varies 
from month to month and from week to week, and it is growing. 
Some people say, “Well, you are only going to need 15 percent of 
this, and what possible serious effect can that have on the economy ¢” 
Well, the truth of the matter is that in some areas an increase of 
5 percent would have a very disastrous effect, and with the demand 
we had for the use of steel, we will say, when the Korean War broke 
out, the 15, 20,.or 25 percent which would be utilized for defense 
purposes, and I am not sure of those figures, as I just picked those 
out of the air, eventually will be very serious. In other words, we 
cannot do without controls, in my opinion. We cannot handle the 
situation without controls. 

Senator Scnorrre.. That is what Iam coming back to. If we have 
a controlled materials plan, which we are coming to, only on three 
specific materials. However, your Department, no doubt, will have 
some studies made as to exactly what percentage is going to go to steel 
and to all material necessary for the defense program. The same 
thing on aluminum and the same thing on copper. 

Secretary Sawyer. That is right. 

Senator Scuorrre.. Is it your thought, then, that the civilian 
economy of this country—and I am going back now to the small- 
business man—is going to be protected, or is the small-business man 
going to be just left to shuffle for himself and bid for it, which is 
another inflationary picture? 

Secretary Sawyer. The purpose of the controlled materials plan, 
and, in fact, the purpose of practically every order which the NPA 
has issued, is to protect the small-business man. The big fellow 
knows how to get the orders in and he knows where he can go for his 
money and he knows where he goes for his raw materials; he can 
make contacts here in Washington that know what is going on, what 
the probable purchases are likely to be; but the little fellow does not 
have the facilities or the money to do that. 

When an order is issued which involves one specific material, which 
is based upon a military need, the man who gets it begins to shop 
around and see where he can buy that material. The big fellow 
knows where to go. He goes there more quickly, he has many more 
facilities for getting the results, and the controlled materials program 
is designed, as I said a moment ago, first to figure out, as you have just 
said, the total military demand and then see that you do not have 
eight procurers going to one supplier for the same job or the same 
order on the same job. It is an effort to try to apportion those three 
critical materials in the defense effort. 

Now you say to me, “What are you going to do about everybody 
else that is not furnishing material for the defense effort?” My 
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answer to that is that, supplemental by the things which the chair- 
man suggested awhile ago might be done to help smal! business which 
will, of course, continue to be done, the civilian economy on other than 
the military and mobilization program will not generally be con- 
trolled by the orders of the NPA or other Government agencies. If 
we undertook to issue an order today which would deal with every 
commodity and every order that every businessman gets or gives, we 
would have, I think. far more control than we need. We have moved 
in, and the present program is designed to take care of only these three 
things, and if we feel it does handle it in an orderly way, and the dis- 
tribution of those materials, as far as defense needs and other essential! 
needs which are tied in with defense are taken care of, that the balance 
of the economy will be able to live through this period. I do not mean 
there will not be some hardship cases and probably some failures, and 
I do not mean that everybody will be happy about it, but we are faced 
with a choice, as I said a moment ago, of complete controls on every- 
thing and everybody, which I personally do not favor, or an abandon- 
ment of controls and letting the devil take the hindmost, which, of 
course, always works out to the disadvantage of the little fellow. 

Senator Scnorrre.. I thoroughly agree with you about eliminating 
the controls as fast as possible and not putting them on all-inclusive 
unless we are just forced into an all-out picture, which is something 
different, but when we speak about the controlled materials plan, and 
getting back again to your small business, the terrific clamor and the 
showing that the thousands of small businesses all over the country 
are able to make, and legitimately make, since they are now cut off 
almost completely from, I do not say copper, but I say from steel and 
a few things like that, leads them to believe that when you get your 
controlled materials plan that certainly they are going to have to see 
some loosening up of this supply that was just cut off. 

Secretary Sawyer. That is exactly what we hope will happen, and 
I can say to you that all of the opposition to the controlled materials 
plan practically comes from either economists or from big business 
who feel that they do not need it. It is the little fellow who is going 
to be protected by this controlled materials plan. 

Senator Scnoerret. I am certainly hopeful that you are right. 

Secretary Sawyer. There is not any doubt about that, Senator. 
Now, how effective it will be or how satisfactory and detailed it will 
be I do not know, but certainly from the standpoint of the small- 
business man, as we see the picture at the moment, it is absolutely es- 
sential to put it into effect. 

Senator Scuorrre.. Because thousands of these small businesses 
that come before the Small Business Committee, and have shown une- 
quivocally that they have been cut off completely, leading them to 
believe that the military is taking 100 percent of a lot of these, which 
we know just simply is not the case. 

Secretary Sawyer. The answer to that—and I perhaps did not ex- 
plain it adequately a while ago—is that until we do have the controlled 
materials plan in effect, as far as the military need is concerned, it is 
not an orderly procedure. In other words, you have so many people 
demanding a specific thing that the whole thing is in a bottleneck: 
it is choked up, so to speak. Now, when we can distribute the needs 
of the military, that willend. Of course, the actual military need will 
have to be met; but, having met it in an orderly way, there will be 
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far more material available for the little fellow. At least, that is the 
theory. There is no reason to think it is not sound, because it worked 
out in World War II, and there will be far more material available 
for the little fellow than there is today. In other words, he will not 
be worse off ; he will be much better off than he is today. 

Senator Scuorrren. Well, let us hope. 

Secretary Sawyer. Well, I hope so. 

Senator Scoorrret. Here we have been granting a lot of certifi- 
cates of necessity under this amortization, and it is going to a great 
many pretty big concerns. Do you think or feel—and again 1 am 
not criticizing, but I am wondering—that permitting this type of 
expansion to go in will channel more of the civilian side of this econ- 
omy into these larger business hands, ener choking more of these 
thousands and thousands of small businesses? That is rather specu- 
lative, but a lot of folks have fears along that line and are expressing 
them to some of us. 

Secretary Sawyer. To answer your question, I do not think so, 
but I will say this, Senator: Strangely enough, most of the criticism 
we have had in connection with the certificates of necessity has come 
from small loans we have made, and not the big ones. That sounds 
astounding, but that is true. In one or two cases I personally ap- 
proved loans to small businesses for just that reason, because I wanted 
to be sure the certificates were not going all to the big ones, and we 
have been criticized in some quarters for having done that on the 
theory they did not have the resources, they did not have the expe- 
rience, to justify the granting of a certificate of necessity. ‘The truth 
of the matter is, of course, that a certificate of necessity does not give 
a businessman a dime. He still has to get his materials. He has 
to not only get his raw materials; he has to get his materials to build 
his plant, and I think the actual construction of plant capacity based 
on these certificates of necessity will be far less than people think. 

T also think that its benefits are somewhat overrated, because in the 
long run, and unless tax rates are greatly reduced as the years go— 
and I do not believe they will be—the concern will pay just as much 
taxes to Uncle Sam as it would if it did not have anything except the 
normal depreciation. 

Senator Scuorrret. Mr. Sawyer, one other phase of this thing that 
I am hopeful, as the chairman said awhile ago, might be worked out 
through legislation, and how or where it can be fitted into this thing 
I do not know, but certainly we do find that on the procurement side 
on certain phases of the military there is no’ disposition, I believe, to 
fool with an ordinary small-business concern. I have had some of 
them say to me in utter candor—and I must be appreciative, because 
at least they are honest and truthful about it—“we to not want to fool 
with small businesses. Let us give it to the big fellows, because we do 
not have to worry about it at all.” 

Secretary Sawyer. Exactly. 

Senator Scnoerrer. And that is the thing that is causing a lot of 
this disruption. If there were some way that this could be screened 
without tying up the process of iting this stuff to the military. A 
lot of it apparently is on the military lag side; it is not on the must 
side—some of it. That is one of our big problems, and it is causi 
a lot of dislocation, because there is no disposition on the part o 
some of these military agencies to fool with them at all. I do not 
know how you are going to remedy that. 
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Secretary Sawyer. I think one suggestion which might be made— 
and I will follow up my commitment to the chairman—would be to 
have representatives of, we will say, NPA or Commerce, much more 
closely aware of what the military is doing than they are today, not 
orde the military to do anything, but knowing what is going on. 
I have had several suggestions made to me that the solution of this 
problem was to have small-business operations set up within the De- 
partment of Defense. Personally, I do not think so, because of the 
very matter you just mentioned. The incentive of the Department of 
the Defense is to get the job done. Their primary interest is not in 
protecting the small-business man; their primary interest is to get 
the matériel which is necessary to wage a war—the one we have or a 
bigger one that might come. It seems to me that whatever is set up 
with. reference to representing the small-business man should not be 
within the Military blishment itself. In other words, I do not say 
it does no good, and I do not impugn the motives in the slightest of 
the military, and I do not claim that they are not honestly interested 
in trying to do somehing for the little-business man, but I think we 
are more likely to get results. 

As the chairman said awhile ago, everybody talks about the small- 
business man but very little is done for him. 

The Cuarmman. Sometime ago I introduced a bill to set up a Co- 
ordinator, and have never gotten very far with it. Suppose in this 
bill we set up a Coordinator under Mr. Wilson—by law, I mean—and 
make the military also subject to him as they are to Mr. Wilson. 

Secretary Sawyer. I would like to give that a lot of thought. 

The Cuamman. We talk about these things, and I take my hat off 
to you for what you have done, and I know what your Department 
did when we first met nearly a year ago. You opened up your offices 
when we had the military down there; and I admit, Senator Schoep- 
pel, that we have not accomplished what all of us wanted to—not that 
the military is against it. You say the military fellow is interested 
in one thing—to get the job done as quickly as possible. 

Secretary Sawyer. I think specifically, as I said to Senator Schoep- 
pel, it may be; and I will present to you a specific suggestion that, if 
we could have men in the ey representing the small-business 

oup in Commerce, who had no job, as far as promoting the war ef- 

ort, but who could watch the contracts that were let cad the method 
of their letting, especially in connection with the negotiated contracts, 
I think we might produce a very substantial result for the little fel- 
low. Now, at the moment, that is my thinking on it, but I will give 
you a ific statement on that, if you would like to have it. 

The Cuatrman. Yes; I hope you will, not only a specific statement 
but a recommended amendment to this law, if you feel that you could 
go that far. 

Secretary Sawyer. I think so. 

(The following was later received for the record :) 

May 16, 1951. 
Hon. Burnet R, MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Dear Mr. CoarkMan: Pursuant to your request, made when I appeared before 
the Committee on Banking and Currency of the Senate on May 7, 1951, I am 
herewith submitting a draft of proposed amendatory legislation to cope with 
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the problems confronting independent small business in the current period of 
partial mobilization. 

The suggested draft would: 

1. Establish a single governmental point of coordination to deal with the 
problems of small business ; 

2. Provide small business with a responsible spokesman at the highest level 
of decision making on the defense mobilization program ; 

8. Make available to the governmental organization concerned with small 
business procurement problems authority to participate in the development of 
procurement policies and procedures, revigw proposed procurement actions, 
facilitate the acceptance of defense contracts by small business, and promote 
subcontracting ; : 

4. Provide a mechanism for systematic and careful preview by the small busi- 
ness organization of the impact of materials conservation and limitation orders 
upon small business enterprises and to propose feasible relief therefrom ; 

5. Provide the Congress with periodic reports to enable it to assess readily 
the specific accomplishments, or shortcomings, of the small business program. 

If such a program is adopted by the Congress and authority for its adminis- 
tration is delegated to me by the President, I am prepared to effect the program 
by focusing responsibility in a strong and effective organization in the Depart- 
ment of Commerce which would report directly to me. As I indicated before 
your committee, additional funds would have to be made available to enable 
me to fulfill the enlarged responsibilities. 

If these suggestions which I am submitting at your request are adopted by 
the Congress, it is my belief that independent small business will receive more 
consideration in policy decisions concerning defense mobilization, obtain a more 
equitable share of defense contracts, and receive more adequate consideration 
in the preparation of materials controls orders, and in the administration of 
priorities assistance. 

If I may be of any further assistance, please do not hesitate to call upon me. 

Sincerely yours, ' 
CHARLES SAWYER. 


PROPOSED AMENDMENT TO DEFENSE PropucTION AcT 


Sec. —. It is the serise of the Congress that the objectives of this Act will be 
furthered by— 

(a) The fullest possible use of independent small business enterprises in de- 
fense procurement; and 

(b) Careful consideration of the effect upon independent small business enter- 
prises of materials conservation and limitation orders. 

Sec. —. In carrying out this policy the President shall— 

(a) Coordinate and determine the means by which the productive capacity of 
independent small business concerns can be most effectively used for national 
defense and essential civilian production ; 

(b) Require all governmental agencies to provide upon his request detailed 
information with respect to the placing of defense procurement contracts; and 

(c) Require all governmental agenties to consult with him in the issuance of 
orders limiting production by business enterprises in order that independent 
small business concerns will be most effectively used in the production of articles, 
equipment, supplies, and materials for national defense and essential civilian 
purpose. 

Sec. —. The President shall, whenever he determines such action necessary— 

(a) Consult with appropriate governmental agencies concerning the develop- 
ment of procurement policies and procedures ; 

(b) Review proposed procurement actions ‘to. ascertain their suitability for 
placement with independent small business enterprises ; 

(c) Obtain detailed information as to the methods and terms which holders of 
prime procurement contracts use in letting subcontracts, and obtain detailed 
information as to the extent to which such prime contractors entered into sub- 
contracts, and take action to promote the letting of subcontracts by prime con- 
tractors to small-business concerns ; 

(d) Certify to governmental financial agencies and guaranteeing agencies the 
amount of funds required to convert to defense production any plant of an inde- 
pendent small-business concern interested in obtaining the funds necessary to 
provide for such conversion ; 
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(e) Certify to Government procurement officers with respect to the adequacy 
of production facilities and credit, of any independent small-business concern to 
perform an individual Government procurement contract or to partic ipate in 
specific classes of Government produrement ; 

(f) Make and maintain a complete inventory of all productive facilities of 
independent small business concerns which can be used for defense and essential 
civilian production, and in connection therewith to arrange for the use of the 
facilities of any appropriate group or agency, governmental or nongovernmental ; 

(g) Obtain from any Federal department, establishment, or agency engaged 
in defense procurement or in the financing of defense procurement or production 
such reports concerning the letting and methods of letting contracts and subcon- 
tracts and making of loans to business concerns as he may deem pertinent in 
carrying out his functions under this Act; 

(h) Obtain from suppliers of materials detailed information pertaining to the 
method of filling orders and the bases for allocating their supply for the purpose 
of assisting independent small businesses to obtain materials for defense or 
essential civilian production from its normal sources; 

(i) Make recommendations to the appropriate Federal agencies to insure a 
fair and equitable share of materials, supplies, and equipment to independent 
small business concerns for the benefit of the defense program or for essential 
civilian purposes; and 

(j) Determine within any industry the independent concerns, firms, persons, 
corporations, partnerships, cooperatives, or other business enterprises, which are 
to be designated “small business concerns” for the purpose of effectuating the 
provisions of this Act. 

Sec. —. In any case in which an independent small business concern has been 
certified by or under the authority of the President with respect to the adequacy 
of productive facilities and credit to perform a specific Government procurement 
congract, the officers of the Government having procurement powers are directed 
to accept such certification as conclusive, and are authorized to let such Govern- 
ment procurement contract to such concern without requiring it to meet any con- 
dition with respect to productive facilities and credit other than such conditions 
as may be included in such certificate. 

Sec. —. Special consideration in proceedings under the Renegotiation Act of 
1951 shall be given to the holders of Government prime contracts, and holders 
of subcontracts thereunder, who subcontract to independent small business 
concerns. 

Sec. —. The President shall make a report every six months with respect to 
operations under this Act to the President of the Senate, and the Speaker of the 
House of Representatives. Such report shall include such information and such 
comments and recommendations, with respect to the relation of independent 
small business concerns to the defense effort, as the President may deem 
appropriate. 

Sec. —. The President may delegate the power and authority conferred upon 
him by this amendment to a single oflicer or agency. Such single officer or agency 
may be authorized by the President to redelegate the power and authority to a 
single officer and agency. 


Senator Scnorrret. Thank you, Mr. Sawyer. I certainly appre- 
ciate your views. 

The Carman. Senator Bennett. 

Senator Bennett. Thank you, Mr. Chairman. 

Secretary Sawyer. Of course, Mr. Chairman, I might add that 
anything of that sort would take some money. I mean, you cannot 
do that without more men, and you would have to pay them salaries 
and so forth; but we can do it. 

The Cuamman. Mr. Secretary, we are going to lose a lot of tax 
money from these small businesses if you put them out of business. 
There are some good people there. There are some people in New 
England that have come in to see me about having to lay off people 
re hg have to shut down their plants because they cannot get the 
steel, 

Senator Scuorrren. That happens all over the Midwest. 

The Cuamman. The South, too. 
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Senator Bennetr. Mr. Sawyer, I am interested to know whether 
there is in operation in the Department of Commerce a study or a 
rogram looking forward to the day when this CMP must come off. 
ou are concerned with getting it on, and I think business is ve 
much concerned to know under what circumstances it will come off. 
Suppose we could sit down here and say that on January 1, 1953, we 
wound have an adequate steel supply to-take care of the military and, 
say, maintain civilian business at the curretit 1951 level. Would you 
be interested then in removing the corifrols on steel? I do not want 
to put words in your mouth, but is there any study going on against 
that time? 

Secretary Sawyer. First, may I say, Senator, that I am very skep- 
tical about studies. 

Senator Bennerr. Maybe that isthe wrong word,then. __ 

Secretary Sawyer. I have Se 3 years here in Washington as 
Secretary of Commerce, and have seen literally dozens of studies 
which have cost the American taxpayer millions of dollars, emplored 
large staffs who have spent a great deal of time and consulted many 
economists, lawyers, and others, the net result of which is the study 
was put on the shelf and was never looked at at all; or, if it was 
it was not looked at at the right time. 

My feeling.about the problem that you suggest, as far as I am con- 
cerned, is that I do not want my Department cluttered up with people 
who are making studies. I want them to get the work done. I want 
them to put controls on as they are needed; I want them to take them 
off as rapidly as they can, and I do not mean by that, of course, that 
the thing should not have thought and planning. It is getting it 
now; and, as far as the time when we will not need controls, I myself 
am not wise enough to know, and I doubt very much whether anybody 
else is. I think it would be a waste of the taxpayers’ money and of 
your and my time for us to undertake to make a study as of today 
as to the time when we can begin to take off steel controls. 

After World War IT, or as it closed, you know there was a great 
deal of concern about reconversion and how rapidly business would 
be able to come back and absorb labor and go from war to , and 
all that. In my opinion, if the public officials who exercise the control 
adopt the policy which I shall adopt—and I have no reason to think 
that they will not—that is, to decontrol as rapidly as possible, I think 
the American businessman will be able to take care of himself when 
that happens, even if he does not have a 2-year notice on it. 

Furthermore, if he has a 2-year notice that you are going to de- 
control, there is not any force in the world that can make you go 
through with that program if subsequent events prove that it is 
unwise. 

Senator Bennett. My use of the word “time” was probably ill- 
advised. But I am concerned with the fact that when we pass laws 
and set up controls they have a way, apparently, of staying and 
staying on. At least, that has been my impression of it, and it takes 
almost an earthquake, or something of that kind, to shake them loose. 

I have been in business until I came to the Senate, and we faced in 
our little business, which was a paint-manufacturing business, during 
World War ITI some shortages of raw materials because some of the 
materials we made paint out of were needed in the airplane industry 
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for another pu We would have liked to have had some assur- 
ance that when the production of titanium dioxide, for instance, might 
reach a certain figure, we could have some hope that thereafter we 
might come back into the picture and get some titanium dioxide, or 
that the allocations might be lifted. i it not possible—not today, 
perhaps, but far enough in advance of that day—to give small busi- 
nesses and big business the hope that when a certain production goal 
is reached there is some chance the material will be available for 
general use ? 

Secretary Sawyer. You have my promise right now that the decon- 
trols will be applied as rapidly as they can be; but, as I understood 
you—and I certainly did not intend to misconstrue what you said— 
I thought what you were suggesting was that we undertake a study 
now of the date at which we could decontrol a certain commodity. 

Senator Bennett. As I say, that was a poor expression on my part. 
But I am concerned with the fact that American business should not 
have to put up a political fight to get controls lifted. We should have 
assurance when we go into this process that when conditions are right 
the controls will more or less automatically be removed. 

Secretary Sawyer. You have my promise, as far as my controls are 
concerned, that that will happen, and my own feeling is that we need 
worry much more about getting rid of new agencies than we do about 
getting rid of controls. As a matter of fact, I think the American 

ple are pretty likely to insist on decontrol as soon as the occasion 
justifies it. But, regardless of that type of pressure, which I think 
will be adequate—and I can speak only for my own Department; I 
will not need a study to tell me—these industry committees are meet- 
ing all the time, and if they come in and demonstrate that controls 
are no longer needed we will get rid of them or we will reduce them. 

Senator Scnorrrei. Do you not, Mr. Secretary, agree with me that 
it is a pretty good thing to write into all of these emergency measures 
complete cut-off dates? 

Secretary Sawyer. You mean as to the life of the law? 

Senator Scnorrret. Yes, and I think our great laxness in protecting 
a lot of the things we are falling into now has been due to the fact 
that these old emergency measures went on and on and on, and we have 
to go through legislative channels and a lot of other difficulties to get 
them off. If we could take it strictly on the basis of putting a stopgap 
in there with opportunity for review, that is the best incentive possible 
for a reevaluation of the necessity of a lot of these things. Do you 
not agree with me, sir? 

Secretary Sawyer. I quite agree, and we have a very good example 
of it in connection with export control. 

Export control has been on for specified periods, not permanently 
at all, but it has worked, apparently. The Senators think so, and the 
House committe thinks so; and, as far as I know, without objection it 
is going to be renewed. But at least the Congress has the opportunity 
to look it over, so to speak. 

The Cuareman. I feel the same way about it, when we rewrote in 
committee the Defense Production Act of 1950 last year that you 
voted for, Senator. We not only limited the date of it but we gave the 
Congress the right to strike out any section of that bill they wanted 
to without the President’s viescctinun, fie disapproval, and I think that 
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is one of the first bills ever written around here that carried all that 

to protect the business le. : 
ecretary SAWYER. Well, perhaps you answered the question of the 

Senator that you have the power to stop it whenever you want to. 

Senator Bennerr, That does not answer it completely, because the 
Banking and Currency Committee is now wrestling with the ques- 
tion of whether it should continue an agency that was set up for 1 
year, in 1932, in an emergency, and after 19 years we have not had the 
courage to face it and cut it off, and there have been many times in 
those periods when its life was questioned. 

Secretary Sawyer. I said a moment ago, Senator, that I thought 
much more profit might be derived from terminating the life of a 
temporary agency than talking about controls. Of course, I do not 
have any idea what agency you are talking about, but that applies 
to all temporary agencies, as far as I am concerned. 

Senator Bennetr. The problem is, as & newcomer to the Senate, 
I am learning fast that there is no such thing as a temporary agency. 

The Cuarmman. We did away with the OPA after the last war, 
Senator. You, Mr. Secretary, did away with import controls last year, 
before the pertinent law expired. 

Secretary Sawyer. And I might say we took the controls off of tin, 
for instance, although we did not have to. I think our record, Senator, 
is pretty good on decontrolling as rapidly as we can. 

Senator Bennerr. You are satisfying me with your expression of 
policy that you are concerned with eliminating the controls on a 


specific area when they are no longer needed, and that is what I am 
concerned with. I am really concerned with the fact that it would not 
require specific action of Congress to stop these processes once we 


start them. 

Secretary Sawyer. Senator Schoeppel has given the idea. You 
just give this law certain life, and at the end of that time, regardless 
of what anybody may wish, if you do not renew it, the controls end. 
It is just that simple. 

Senator Bennett. I do not trust my fellow Senators that they will 
always remove it; so, I have got to trust you administratively. 

Secretary Sawyer. Well, I trust the Senators. 

Senator Bennett. I am through, sir. 

The Cuarrman. I have nothing further to ask. 

We appreciate your appearance here, Mr. Secretary, and again 
thank you for the information you have given us, and we look forward 
to receiving that little memorandum from you. We hope we might 
do something for small business. 

Secretary Sawyer. Thank you very much, Mr. Chairman. 

The CHarrman. We will recess now until 10: 30 tomorrow morning, 
when we will hear Mr. Fleischmann, and tomorrow afternoon we will 
hear Secretary Tobin. 

(Whereupon, at 4:45 p. m., the committee recessed until 10:30 
a.m. of the following day, Tuesday, May 8, 1951.) 
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TUESDAY, MAY 8, 1951 


Unrrep States Senate, 
CoMMITTEE ON BaNnKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:30 a. m., in 
room 301, Senate Office Building, Senator Burnet R. Maybank (chair- 
man) presiding. 

Present: Senators Maybank, Robertson, Sparkman, Frear, Douglas, 
Bricker, Schoeppel, and Bennett. 

The Cuarrman. The meeting will come to order. 

Mr. Fleischmann, please. 


STATEMENT OF MANLY FLEISCHMANN, ADMINISTRATOR, 
NATIONAL PRODUCTION AUTHORITY 


The Cuarrman. I want to say that I am very much distressed and 
sorry that Senator Capehart entered the hospital yesterday afternoon 
and will be absent for some time. I know the committee will want 
to send their deepest sympathy. In the meantime I have told his 
administrative assistant to be here so that he can keep the Senator 
advised. The Senator wanted the record to show his sickness and his 
absence. 

Mr. Fixriscumann. Mr. Chairman, if it meets the wishes of the 
committee, I would like to confine myself at the outset to those provi- 
sions of the amendment which have to do primarily with the priorities 
and allocation power, as that is the subject on which I have been most 
strenuously concerned during the past month. 

I would like to make this very brief statement which I prepared 
for incorporation in the record, after which I think it would be most 
useful if I answered questions which the committee may have. 

The Cuarrman. That will be quite all right, Mr. Fleischmann. You 
may proceed in your own way. 

Mr. Fixiscumann. The bill which is before this committee makes 
no amendments of importance with respect to the priority and alloca- 
tion powers granted the President by title I of the Defense Produc- 
tion Act, 1950. These powers are basic to any rearmament program, 
and their lapse, even for a few days, would certainly have a far- 
reaching and adverse effect on the progress of the present program. 
Generally speaking, in times of scarcity many industrial concerns 
prefer to devote a large portion of their limited facilities and materials 
to the production of goods for their civilian customers. Under the 
Defense Production Act, however, all American industry is required 
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to meet the needs of the mobilization p first by regulations 
applicable to all and having the force of law. If that law should 
lapse, patriotic motives might keep the rearmament eregram on sched- 
ule for a brief time, but it can be confidently predicted that our present 
military production goals could not be met over any substantial period. 

Any mobilization program must have the following primary 
objectives: 

1. The first objective is the-completion, on schedule, of the direct 
military program, including the ns; tanks, and aircraft needed for 
ourselves and our allies. In order to meet these schedules, Ameri- 
cam industry has been required to accept all defense orders, and, in 
addition, to channel materials and components to this program in 
preference to less essential needs. 

2. No rearmament program can be restricted to production of muni- 
tions of war alone. Such a program requires increased industrial 
activity of many additional kinds. For example, we need more ships, 
more freight cars, and more machine tools to turn out jet engines. 
At the same time, we need to keep up the manufacture of farm ma- 
chinery to cultivate and harvest the increased crops which are an 
essential part of any mobilization program. These vital support- 
ing industrial needs are second in importance only to the prime 
military requirements. 

3. The third essential objective of the mobilization program is the 
expansion of the Nation’s capacity to produce basic materials, such 
as steel, aluminum, and chemicals. The expansion program is now 
well under way, and if it is completed on schedule the period of 
scarcity will be comparatively brief, unless a general war should 
break out. This expansion program has been supported by priority 
action taken under the Defense Production Act. It is certain that this 
vital industrial expansion will be delayed many months if the au- 
thority to require preferential treatment for the program should lapse. 

4. The demands of military production and the supporting pro- 
grams which I have mentioned necessarily cut down the amount of 
certain basic materials available for civilian use. In a free scramble 
for this reduced supply of material, great inequalities in distribution 
inevitably appear. Accordingly, Congress has wisely provided in the 
Defense Production Act that such materials must be equitably dis- 
tributed among civilian users after the essential military and indus- 
trial demands are satisfied. No such power to control the distribu- 
tion of materials would exist if the priority and allocation powers 
now given by the statute should lapse. 

5. As a corollary to the point just discussed, the power to provide 
for an equitable distribution of scarce materials is particularly in- 
dispensable to the goal of maintaining small independent enterprise 
during the mobilization period. Any mobilization program inevi- 
tably places particular burdens and disadvantages upon small busi- 
ness concerns. In the first place, they are not able to compete for 
the largest prime military contracts, such as tanks and airplanes, 
because of their limited physical, financial, and technical resources. 
Second, in a free competitive market, when the available supply is 
greatly reduced, the small concerns inevitably receive less than their 

air share because of the superior purchasing power and customer 
relations of the larger concerns. In order to counteract this tendency, 
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the National Production Authority has placed limitations on the use 
of scarce materials, applicable to large and small producers alike, 
and in addition has placed many scarce materials under allocation so 
that the rights of ail ents of American industry may receive 
equitable treatment. This is particularly important in a mobiliza- 
tion period which may extend over many years. Equitable distribu- 
tion of this kind could not be assured without the priority and alloca- 
tion power of the Defense Production Act. 

To summarize, the reenactment of the Defense Production Act prior 
to its expiration date is essential if the Nation is to continue its mobili- 
zation program and attain a balanced production of munitions of 
war, mere industrial needs, expansion of basic productive facili- 
ties, and equitable distribution of the balance of materials for civilian 
production by American business, regardless of size or economic power. 

The Cuairman. Mr. Fleischmann, I wanted to ask you what is the 
desire of the administration insofar as the Commerce Department is 
concerned, or the NPA, in connection with the applications for cer- 
tificates of necessity and tax amortization? Of course, the tax amor- 
tization law, you know, was written by the Finance Committee, and 
all we are charged with is the responsibility for certificates of necessity. 
I had prepared quite a statement about certificates of necessity and I 
did not know whether I would read a part of it here this morning or 

lace it in the record or wait until Mr. Gibson comes up. I understand 
{r. Gibson—is he more responsible for it than you are? 

(The statement referred to will be found on p. 120.) 

Mr. Fietscumann. It is this way, Mr. Chairman: Mr. Gibson is 
acting head of DPA—— 

The Cuairman. I just want to know which is best, because we want 
to follow your wishes to get down to this, and if this is what you want, 
if you want to leave it to Mr. Gilbson, we will do it that way. 

r. Fue1iscuMann. Mr. Gibson does have the present responsibility 
for fixing policy on tax amortization. I have the responsibility for 
carrying it out in portion and making recommendations to DPA. I 
will be yery glad to answer any questions that I can. 

The Cuarrman. I have some broad general questions, and I just 
want to—you sent me these restricted books that contain $17,800,000,- 
000; is that right? 

Mr. Fixiscumann. I do not know what the books are, sir, I did not 
send them. 

The Cuarrman. They are applications up to date for the certificates. 
That is approximately correct. 

Mr. Fietscumann. It is in that neighborhood. 

The Cuamrman. They have granted about $51 billion; is that right ? 

Mr. Fietscumann. 1 do not know, because that is in Mr. Gibson’s 
shop. 

Senator Dovanas. It is 4.8 billion, is it not—that is, as of April 26, 
it is 4.8 billion. 

Mr. Fietscumann. I think that is substantially correct, Senator. 
m The Cuamman. That is only for NPA. I have the whole thing 

ere. 

What I was getting down to was this, and, of course, I do not pre- 
sume the committee would desire to go into each one, but what I wanted 
to see, very frankly, was how much improvement you had made in 
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getting certificates for small business. During the last meeting of the 
Joint Committee on Defense Production you stated they were a little 
behind because of the big business firms having more competent em- 
ployees or larger organizations, which we understand. 

I wanted to get for the record, if we could, the break-down of these 
two questions: How many of: these certificates have gone to small 
business and how many to big business. Whatever the committee 
might want in addition to that, of course, that is up to them, but I 
would like to see that break-down. 

Then I would like to see another breakdown, and it is rather dif- 
ficult to explain, I might say, and it is not a good thing to talk about 
as a United States Senator when you talk about separate sections, 
but the idea in this law was to break down industry, if possible, so 
that it could be dispersed throughout the United States so that any 
attack which may come would not find us all centered. But I would 
like to see, if you would not mind, whoever is responsible for it get 
down to the committee tomorrow morning the so-called sectional 
breakdown—that is, by States—so we will all know exactly where it is 
going. I have glanced through these and, of course, I can under- 
stand that heavy industry, as it has been testified, like steel, copper, 
and aluminum, had to be rushed, and they were ready to be rushed. 
T am not here to take issue on that point; I think-you have followed 
the law. But at the same time it was the desire of Congress and it 
certainly was the desire of this committee that wherever possible we 
would disperse industry just as, say, the Atomic Commission has dis- 
persed certain atomic installations, in case of any trouble. I would 
like to see that breakdown by States. That is what I wanted to inquire 
about. 

(The information will be found on p. 247.) 

The Cuatrman. Also, these certificates of necessity, is it your judg- 
ment that they accrue to the benefit, with the tax amortization, of the 
firms who get them ? 

Mr. FietscumMann. I think that in the long run most concerns would 
profit from getting an amortization certificate, although there is an 
element of chance, as you know, depending upon future business con- 
ditions, and the tax rate. 

Let me say this: I will ask Mr. Gibson at the conclusion of this 
hearing to prepare that kind of an analysis, which I do not believe 
he has available at the present time, as to the distinction between 
large concerns and small. He will, of course, have to take some 
arbitrary rule in making that distinction. 

The Cuatrman. I am going to do this, if the committee does not 
object, file this staff report in today’s hearing so that Mr. Gibson may 
have a chance to see it, for this reason: The Secretary of the Treasury 
says that on the first $2,800,000,000 amortization—there is $1,550,- 
000,000, and this is when you only have amortized $2,800,000,000 
on March 23: 


The $2,800,000,000 amortization was allowed and it is estimated that the de- 
crease in income on excess-profits tax, liabilities, during the next 5-year period 
would be $1% billion— 
so it appears that over the 5-year period whenever you have a tax 
amortization it is going to reduce taxes 50 percent. In other words, if 
you have given 5, it would be 2% million. I am not suggesting that it 
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was not necessary, and I am not suggesting that you did anything 
wrong, and I do not want to be misunderstood, but I was rather upset 
when I read in the paper the other day that some of the big corpora- 
tions stated that it did not do them much good. 


Amortization law defended by Olds. United States Steel chairman tells State 
chamber act is no subsidy and will lift tax receipts. 


We will insert the article in the record, without objection. 
(The article referred to follows :) 


[New York Times, May 4, 1951] 


AMORTIZATION LAW DEFENDED BY OLDS 


UNITED STATES STEEL CHAIRMAN TELLS STATE CHAMBER ACT IS NO SUBSIDY AND 
WILL LIFT TAX RECEIPTS—CITES MEASURE’S PURPOSE—SAYS IT HELPS DEFENSE 
PLANTS TO GROW AT PRIVATE EXPENSE IN MINIMUM OF TIME 


Irving S. Olds, chairman of the United States Steel Corp., defended yesterday 
the controversial “rapid amortization” section of the 1950 Revenue Act, which 
permits the write-off in 5 years of the cost of new defense plants. 

Addressing the one hundred and eighty-third annual meeting of the Chamber of 
Commerce of the State of New York at 65 Liberty Street, Mr. Olds, who is also 
a vice president of the chamber, said: 

“The new law neither subsidizes nor enriches business at public expense; 
* * * it will expand, rather than diminish, tax revenues of the Federal 
Treasury, and * * * it has enabled American industry—at private ex- 


pense—to enlarge its defense production to a maximum degree in a minimum of 
time.” 


HAMILL IS REELECTED 


In addition to reelecting Robert L. Hamill, partner in the engineering and con- 
struction firm of Sanderson & Porter, as president of the chamber, the organiza- 
tion elected three vice presidents to serve 4-year terms and two others to fill 
vacancies created by deaths. 

Blected to 4-year terms were Harold V. Smith, president of the Hame In- 
surance Co.; W. Alton Jones, president of the Cities Service Co., and Gustav 
Metzman, president of the New York Central system. 

Thomas J, Watson, Sr., chairman of the International Business Machines 
Corp., and Bernard F. Gimbel, president of Gimbel Bros., were elected vice presi- 
dents to fill vacancies caused by the deaths of Jacob Aronson and Lewis H. 
Brown, respectively. 

Frederic W. Ecker, executive vice president of the Metropolitan Life Insurance 
Co., was reelected treasurer; G. Russell Clark, manager of the New York 
Clearinghouse, was reelected assistant treasurer ; and B. Colwell Davis, Jr., was 
returned to office as executive secretary. 

Mr. Olds told the 300 members at the meeting that he knows of no other 
domestic issue “which has been so thoroughly misrepresented and so completely 
misunderstood” as the rapid amortization provision of the Revenue Act. 

“Even among Members of Congress who enacted this measure,” he said, “there 
is an erroneous belief that it grants a tax subsidy to business. Certain Wash- 
ington observers have implied that there is some undefined and hidden scandal 
about the operation of this statute, and, in some quarters, there seems to be a 
studied attempt to use this suggestion of scandal as a lever with which to force 


public acceptance of a program of Government construction and ownership of 
defense plants.” 


FOR GIVING TRUTH TO PUBLIC 


The steel executive-urged the chamber to try to bring an understanding of 
the amortization law to the American people. 

He said that many people believe the law permits a manufacturer to write 
off his investment over a certain number of years “when as a matter of actual 
fact the law sternly compels him to wait that number of years before he can 
recover fully—out of his own business income—the money which he himself has 
spent for the plants and facilities in question.” 

Concluding his remarks, Mr. Olds declared : 

“If this law is, in reality, the evil measure that its critics believe it to be, 
then it should be repealed without question; but if its critics are wrong, as the 
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facts clearly prove, then certainly the businessman who avails himself of 
this law in the service of his country has a right to expect that he will not thus 
become an object of scorn and the victim of suspicion.” 

By a voice vote, without objection, the chamber approved a resolution of its 
committee on taxation urging Congress “to reduce the proposed level of Federal 
expenditures substantially below the President’s budget request of $71.6. bil- 
lion” by trimming all nonessential items from the spending program and by 
insisting on economy and efficiency in all Federal operations, including defense. 


The CHatrman. I have a great respect for Mr. Olds, and I know 
United States Steel is one of America’s largest corporations, and I 
know that you gave them the largest tax amortization certificates, but 
you did legally, and so forth, and so on. But I do think the public 
ought to know exactly what we are doing, and I am going to have 
that put in the record if there is no objection. If you will ask Mr. 
Gibson if he will look at that statement, and the Secretary of the Treas- 
ury, and if we break down these tax amortizations by States, and if 
possible by small business, it will be appreciated. 

(The statement of Chairman Maybank follows :) 


One of the Government aids made available for the defense mobilization pro- 
gram is the tax amortization certificate. In view of recent denials from a repre- 
sentative of big business that this program involves any tax subsidy, it is inter- 
esting to note certain points made by the Acting Secretary of the Treasury, 
Thomas Lynch, in a memorandum accompanying his April 20, 1950, reply to 
Senator Maybank’s earlier letter on this problem. He states: ‘The Treasury 
has field reports on a considerable number of corporations which retained prac- 
tically all their amortized property in postwar use, These corporations accounted 
for approximately $700 millions of amortization taken during the years 1940-45, 
on which wartime tax savings were realized of $440 million after allowance for 
ordinary depreciation.” 

In other words, except for the tax amortization program, these corporations 
would have paid $440 million more in Federal taxes than they actually paid on 
these facilities. Is it unfair to say that this is the same as if these corporations 
had paid $440 million in ordinary taxes which were then given back to the same 
corporations by the Treasury as an outright grant? We want to be fair but we 
want the facts to be known, too. What other segment of our population is getting 
a reduction in Federal income taxes during this mobilization program? 

The Acting Secretary of the Treasury points out five further advantages to 
corporations which received tax amortization certificates during World War II. 

1. The certificates enabled the corporations to take greater deductions from 
taxable income than they normally could, and allowed this during a period of 
high excess-profits taxes. Where the property was used by the same taxpayer 
after it had been fully depreciated for tax purpose, the tax rates during the 
postwar period were lower than during the war when the accelerated depreciation 
was being taken. 

2. Price adjustment boards were required to allow such amortization deduc- 
tions as items of cost in determining excess profits upon renegotiation. ‘There- 
fore profits did not become excessive until they reached a higher point than 
would have been true had costs been spread out over the useful life of the 
facility. 

3..Under a tax amortization certificate, the cost of land may be amortized. 
As you know, land is not entitled to tax depreciation under usual tax procedures. 
Moreover, with a certificate, the full cost of the facilities may be amortized with- 
out regard to their residual value. Under normal tax procedures, residual value 
must be taken into account in computing depreciation for tax purposes. 

4. The taxpayer who uses a tax amortization certificate has the benefit of the 
use of tax funds which in the absence of special amortization he would have 
been required to pay to the Treasury. As the Acting Secretary of the Treasury 
says: “In effect, he has an interest-free loan from the Government for the useful 
life of the assets.” 

5. In theory, once a facility has been fully amortized over the 5-year period 
under a tax amortization certificate, it thereafter entitles the taxpayer to no 
further depreciation allowance for tax purposes. But as pointed out by the 
Treasury Department in its memorandum, “In the event of a sale of property 
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amortized under section 124 or section 124A, the new basis of the property for 
depreciation is the cost of the property to the purchaser regardless of its ad- 
justed basis in the hands of the seller.” Thus the same facility which has already 
been fully amortized for tax purposes serves as the basis for additional deprecia- 
tion allowances for tax purposes in the hands of the new taxpayer. This results 
in additional loss of tax revenue to the Federal Government when compared with 
continued operation of the plant by the same taxpayer which took advantage of 
the tax amortization certificate. 

The Treasury Department estimates that “on the basis of the $3.9 billion 
necessity certificates already granted (by March 23, 1951) on which $2.8 
billion amortization was allowed, it is estimated that the decrease in income 
and excess-profits-tax liabilities during the next 5-year period would be $1,550 
million, at the present corporation rates. Future authorizations will of course 
increase this revenue loss correspondingly.” 

The Attorney General of the United States in his April 30, 1951, report to the 
Congress and the President under section 708 (e) of the Defense Production 
Act of 1950, points out that on the basis of the present program to date most 
of these tax savings are going to large corporations. He says: “Of the 100 
largest manufacturing corporations in the United States, 42 of these corpora- 
tions received tax amortization certificates in the amount of $2,074,073,067 or 
approximately 50 percent of the total amount granted” as of March 23, 1951. 

Obviously businessmen believe these tax amortization certificates are of 
value. As of April 30, 1951, there were 8,644 applications on file for amortiza- 
tion certificates. Of these 8,321 applications are actually being processed involv- 
ing almost $17.3 billion worth of facilities. The actual figure is $17,296,903,000, 
Of this number 1,147 applications have been granted as of April 30 involving 
over $5.1 billion worth of facilities. Tax amortization certificates granted 
average about 70 percent of the amounts requested in the applications. 

Of the $5.1 billion facilities involved in 1,147 applications granted as of April 
30, 1951, $3.6 billion may be amortized over the 5-year period (about 70 percent). 

During the whole of World War II a total of only $7.3 billion were granted, 
of which the Treasury Department estimates $5.7 billion were actually used 
by corporations for tax purposes between 1910 and 1947. Despite the existence 
of plants in stand-by condition from World War II, we are currently rapidly 
approaching the amount of certificates granted during all of World War IL. 

Even the corporation of which Mr. Irving S. Olds is chairman apparently 
feels this program affords it some tax benefits, for even as of April 20, 1951, 
United States Steel Corp. and its subsidiaries had filed tax amortization appli- 
cations for a total amount of $202,791,000 worth of facilities. 

The Treasury Department noted that “during World War II amortization 
appears to have been of greatest benefit to large corporations.” 'The Attorney 
General states: “In periods such as this, the injudicious use of public funds 
to facilitate the defense effort frequently multiplies the seeds of monopoly.” 
It is these things we are concerned about. The Congress wants this program 
of mobilization to fully utilize the services of small business, as the Defense 
Production Act of 1950 requires. We also want the people to know that the large 
corporations are receiving special benefits under this tax amortization program; 
and that they are in effect receiving aid from the Fedéral Government. We do 
not say they should not receive Government aid, but we do not want them to 
claim they get no benefit from these tax amortization certificates. Moreover, 
we do not see offhand why any business should get tax amortization benefits on 
facilities completed before the effects of the outbreak of the Korean incident 
resulted in stepped-up mobilization efforts. Nor should they be given to indus- 
tries where present productive capacity is ample to do the job of supplying fore- 
seeable military and civilian needs. 

The chairman hopes these observations will be kept in mind in future tax 
amortization legislation and administration. 


(The above statement was prepared for the chairman by William 
F. McKenna, counsel for the Banking and Currency Committee. Mr. 
Lynch’s letter and memorandum may be found on p. 428, Progress 
Hepat, No. 8, Joint Committee on Defense Production. ) 

Mr, FietscumMann. May I make one observation on this subject ? 

The Cuarrman. I want to go further. There is not any sense in 
disrupting what you are doing, not any sense in that at all, but getting 
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down to cold, hard facts, if you are going to give these tax amortiza- 
tions in one or two sections and other sections are not going to get 
them, they are not going to get the industry and they are going to 
draw people away from them. It is an economic problem, as I see it, 
that the whole 48 States are concerned with. 

Senator Scuorrret. Will the chairman yield for just a moment! 
I just came from a hearing at which Mr. Gibson was testifying, and if 
my memory plays me false the record will correct me on this very 
matter of the tax amortization certificates that have been issued. He 
testified there were several billions, but out of those several billions 
only a matter of a few hundreds of thousands went to small business. 
So I am going to be very much interested in what the chairman is 
requesting. 

The Cuarrman. Senator, I am not here to complain to Mr. Fleisch- 
mann. I am here to get the facts. We represent 48 States, and if 
these tax certificates do not get to small business, as you say, and the 
certificates of necessity do not get to them and they cannot operate, 
and if they are all concentrated in one section of the country it is 
entirely different from what I thought this committee intended when 
it passed the Defense Production Act. ‘They intended to decentralize 
them. What we want, Mr. Fleischmann, are the facts, and if you will 
get that for us tomorrow it will be appreciated. 

(The information referred to will be found on p. 247.) 

Mr. FixtscumMann. May I just make an observation about the way 
the steel matters were handled, because it bears directly on this? 

The Cuarrman. Here is a copy of the report the committee filed. 
You can have that. 

Mr. FietscoMann. Let me take the steel, because that is typical of 
the way in which all are being handled and will be handled, if I have 
anything to do with it. 

As the chairman correctly said, Mr. Symington and General Har- 
rison who then were setting the policy, decided that it was of the 
highes importance to bring in new steel capacity as rapidly as 
rossible. 

The Cuamman. That was brought out in a joint hearing sometime 
ago by General Harrison. 

Mr. Fie1scuMann. Yes; and they processed the original certificates 
of necessity as they came in in the steel expansion, and as you pointed 
out that inevitably had the result, because the big people came in 
first 

The Cratrman. That was your testimony and that was General 
Harrison’s testimony, and I said I could readily understand it, but 
since that time you have processed 3 million more. We have 17 bil- 
lion before us. I would just like to know how small business is coming 
along, as Senator Schoeppel suggested. 

Mr. Fieiscumann. I want to make that point. In the steel cases we 
are processing all steel applications on the same basis, and there are 
many applications by smaller steel companies, far more than hun- . 
dreds of thousands, Senator Schoeppel, millions and millions of 
dollars by smaller steel companies, which are being processed on the 
identical basis that the big ones are, so that the rounded picture of 
steel expansion will present the same advantages to small producers 
as to large producers. As I expressed to you in the hearing before, it is 
not correct that we were going to shut off expansion. It seems to me 
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that would be fatal if you shut off after taking care of the big ones; 
you could not do that. 

The Cuarrman. But here comes the question: On June 30 this is 

oing to expire, and, certainly, 1 would never be one who would 
nsias it to expire. There are parts of it I frankly do not like, but 
the part you refer to, the allocation power, is absolutely essential. On 
the other hand, tax amortization is business for the House Ways and 
Means Committee. 

Mr. FixiscumMann. That is not in this act. 

The CuarrmMan. If you do not get these things done by June 30 for 
small business it might not be done at all. That is in my mind. 

Mr. FietiscHMann. We are doing it just as fast as we can, and we 
are doing them, as I explained, industry by industry, everybody in a 
— industry is treated the same so far as I have anything to do 
with it. 

Senator Dovetas. Mr. Chairman, may I interject there? 

The Cuarrman. Yes. 

Senator Dougias. The record shows that Carnegie-Illinois and Ten- 
nessee Coal & Iron, which are subsidiaries of United States Steel, made 
applications on December 19 for total tax amortizations amounting to 
$367 million, and that they were granted on December 22, or 3 days 
afterward. The record also shows that Bethlehem Steel filed a series 
of applications on January 3 totaling $75 million, and those were 
granted on January 22, after 19 days, and that a further application 
of Bethlehem Steel, filed on the same day, was approved on the 29th. 
The speed with which these applications of big business went through 
contrasts very sharply with the rather slow rate at which the applica- 
tions of the small firms were handled. 

Like the chairman, I do not want to make any charges, I do not 
want to make any reflections, but it is extraordinary that big business 
can go through by airplane and get its application handled with super- 
sonic speed and that small business has to move on a bicycle. 

Mr. FLEISCHMANN. aa I just say a word about that, Senator? 

Senator Dova.as. Surely. 

Mr. Fixiscumann. In the first place, I was not in charge of this 
activity at the time it was done, but I think I can throw some light on 
it. The backlog of these applications has built up tremendously since 
the early days of this activity. As I explained the fact of the matter 
was that the all-out effort was to get steel expansion going, because 
it was felt it would lessen this period of scarcity, so that the first ones 
who came in—because there was no backlog—were processed speedily, 
whereas now, as you Een know, there are thousands of them in 
the backlog. We are doing them just as fast as we can, and in steel, 
for example, and all others, all will be treated alike. As far as I 
know it has not held up any actual expansion. It is just an adminis- 
trative burden that is very, very heavy, and we are trying to discharge 
it as rapidly and as fairly as we can. I do not know of any small 
business which has received less favorable treatment, and some have 
received more favorable treatment than the big companies in the same 
business. 

Senator Dovetas. Here is United States Steel coming in on the 19th 
of December and on the 21st of December it is approved. 

Mr. Fixiscomann. They have all been processed according to the 
same rate, Senator. Some of them have gone through rapidly and 
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some through slowly, and that applies to small business, as well as 
large, but the speed with which they are processed does not have any- 
thing in the long run to do with the tax benefits which they will get. 
They will all get comparable tax benefits. 

The Cuatrman. That is true, but what worries me, Mr. Fleisch- 
mann, is on June 30 this law expires and you gentlemen have filed 
with you now approximately $13 billion in applications that have 
not been acted on, and they have not been spread around through the 
country. It will make one State suffer as against another State when 
the taxes come up. 

Senator Dove.as. Do = have any ceilings as to the total amount 
of tax-amortization certificates that you are going to grant? 

Mr. FLeIscHMann. That is not within my prerogative to say. I do 
not know of any. 

Senator Doucias. You mean the sky is the limit? 

Mr. FietscHMaNnn. The sky is the limit in the sense that the tax 
amortization bill, as I understand it, is designed to make up for the 
inadequate capacity in all materials, and I have not seen any estimate 
anywhere of the amount that that would involve. 

The Cuatmrman. Anybody can apply? 

Mr. FLeIscHMANN. Yes, sir. 

Senator Dovexas. I was struck with the fact that according to a 
memorandum prepared on April 20 by the Treasury Department at 
the request of the Joint Committee on Defense Production, that be- 
tween 1940 and 1947 the total in accelerated amortization which was 
actually taken amounted to 5.7 billion; 7.3 billion were actually 
granted but 1.6 billion was not utilized, so the total actually taken was 
only 5.7. Now, I am struck with the fact that in this year before we 
are actually in war and in the space of about 4 months the agency 
administering this program has granted these large favors in amounts 
almost equaling the total grants during the 7 years from 1940 to 1947. 
I think those figures are substantially correct. 

Mr. Fierscumann. I think they are, but the difficulty is that those 
who have set the policy and it is not set by me, although I understand 
their problem, felt that the statute passed by Congress gave them no 
alternative but to process all on a comparable basis. 

Senator Doveras. Well, let me ask this: Were tax-amortization 
certificates granted for ae facilities begun prior to Korea? 

Mr. Fieiscumann. Yes; because Congress specifically provided 
that. 

Senator Douctas. Did Congress specifically provide that, or was 
the law simply silent on that point and the administrative authorities 
said that since it was not forbidden, that plants begun before Korea 
should receive rapid amortization? I think you will find that the act 
was silent on this point—that is, it contained no directives—and the ad- 
ministrative authorities have interpreted it to mean that since they 
are not forbidden to grant accelerated tax amortization for facilities 
begun prior to Korea, therefore it is all right for them to do it. 

The Cuarman. Might I interrupt? That is one thing that con- 
cerns me, and I would like this also for the record: I do not know 
whether it would be a fact or not, but I am told that large numbers of 
certificates of necessity have been granted to. plants that were com- 
pleted, in some instances, before Korea, or before the passage of this 
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law, and that in other cases they did not need certificates of necessity. 
That tax amortization had been given for office Sener and different 
types of factories that were two-thirds completed. I do not know 
whether it is a fact or not. All I wanted to do, Mr. Fleischmann, is 
to get down to some facts so that the 48 States will know what is going 
on, because everybody in the 48 States pays the same taxes whether 
it is corporation, excess profits, or individual cases it is the same, and 
I do not want to see this thing. I do not think the committee believes 
that it ought to be concentrated, and I hope it is not, but I just want 
to get the record straight. 

Senator Rogertson. Mr. Chairman, may I inquire? 

The Cuarrman. Certainly. 

Senator Ropertrson. Just on the point that you have raised there, 
you recall that in 1947 the administration asked us to approve $10 
billion for investment in Government plants, and one of the main 
items in which we were to invest was steel. The Government claimed 
that our production of steel was not adequate, that private companies 
would not make the expansion that our situation needed, and the 
Government was fully justified in going into that field. This com- 
mittee turned that bill down cold. 

The Carman. That is right, because private people said they 
would take care of it. 

Senator Rosrrtson. Now, you filed this morning this statement by 
Mr. Olds in which he said he thought the public was misinformed 
on the actual effect of amortization of steel. 

bi? CuarrMan. I do not doubt that is a fact. I was misinformed 
myself. 

‘Genaior Rosertson. I think the public has been misinformed, and 


I am going to make a pepe to indicate that belief. 


The real essence of why we put an amortization provision in the 
Revenue Act of 1950 was mentioned on page 2 of this Treasury state- 
ment that you have just put into the record, in which the Secretary of 
the Treasury said the taxpayer who uses the tax-amortization certifi- 
cate has the benefit of the use of tax funds which, in the absence of 
special amortization, he would have been required to pay to the 
‘Treasury. 

The normal surtax and excess-profits tax in the top bracket is now 
85 percent. The corporation then has 15 cents left out of each new 
dollar it earns. The corporation could not possibly expand out of its 
earnings on the basis of 15 cents out of new earnings. tt would either 
then have to go to commercial banks for a loan, which might be at 
an unsatisfactory rate, or on terms that it has not the investment, or 
the Government would be forced to go in and build the plant. 

If the Government goes in and builds it it is building it out of tax- 
payers’ money, which either has to be raised by the Cetera by 
actual collection or deficit financing. 

My first proposition is this: Certainly, if you can work out a plan 
by which a private company puts up its own money, and make no 
mistake, that every dollar that goes into that new plait is that cor- 
poration’s own money, it is a better deal for the taxpayers than if 
the Government built the plant, to say nothing of the trend that would 
be toward a welfare or socialized state. 

The Cuarrman. Will the Senator yield? 

Senator Ropertson. Yes. 
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The Cuarrman. I am thoroughly in accord with what the Senator 
said, but it still is tax amortization. That is what I wanted to say, 
I am far more in favor of that than having any socialistic govern- 
ment. 

Senator Roserrson. Well, I just wanted to know what that benefit 
was going to be. 

The Secretary in the memorandum that the chairman has filed said: 

The certificates enabled the corporations to take greater deductions from 
taxable income than they normally could, and allowed this during a period 
of high excess-profits taxes. 

Those who are familiar with the Communist program know Mr. 
Lenin said they are going to fight on four fronts, war, economic, po- 
litical, and psychological. You cannot kill an idea with a bullet. If 
we get into another war we want to fight a war to win the peace, not 
just something on the battlefield like we did in World War I and 
World War II, and then in a few more years start to fight all over 
again. We know that the Communists are going to put relentless 
pressure upon the free world, as 800,000,000 of them are now under 
that regime, on the economic front, the political front, and the psy- 
chological front. 

Well, as long as they apply that pressure to us we have got, at the 
same time, to be prepared on the physical war front; is not that true? 

Mr. Fietscumann. I certainly think so, sir. 

Senator Rosertson. And anybody who thinks that we are building 
up a 814 or 4 million-man army and have it for a year or two and then 
disband it, sink the ships, and call it a day, is very much mistaken. We 
have done that twice, and I do not think we are going to do that the 
third time. Any corporation that thinks they are in for the present 
tax program for only 5 years is going to be greatly mistaken. They 
are in for it as long as this pressure is applied to us, and if we get out 
of it, in my opinion, in 10 years, we will be very lucky. 

What does this amortization amount to? In World War I the 
amortization was, in many instances, 100 percent. Well, we figured 
that was too much, and in World War IT we cut it down—what was 
the average in World War II, 70? 

Mr. FieiscuMann. I do not know, sir. 

Senator Rozertson. I think it was about 70 percent. Now, I under- 
stand you to say we are trying to get the ratio down to 50 percent. 

Mr. FieiscuoMann. In some cases it is 50 and in practically no cases 
has it been 100 percent. 

The CuammaNn. But it is running 70 now. 

Mr. FLeIscHMANN. Yes. 

The Cuarrman. If the Senator will yield, I do not want the record 
to reflect, or anybody else to believe, that I am here to try and fight 
any corporations, because he mentioned the Communists are going 
to fight us, and I am for fighting back, but I was trying to bring out 
that certain corporations get certificates and others do not. That 
gives certain corporations advantages over others. There are other 
corporations besides steel ; there is copper, aluminum, and automobiles 
also. 

Senator Rosertson. If that exists there is a defect in the adminis- 
tration. 

Mr. FietscHMann. We are giving it to all corporations that apply 
in a particular industry on the same basis. 
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Senator Ropertson. All right. Let us assume that you are going 
to do it—— 

The Cuatrman. So far, in some instances that has not been done, 
you say it has not been done, and the testimony shows it has been done. 
Some have been turned down, and you have a backlog of $18 billion 
you have not been able to get around to. 

Mr. Fix1scuMann. It has not been done yet, because we have 8,000, 
as you know, in backlog. It will be done, I assure you. 

‘The Cuaimrman. Time is running out on these other corporations. 
We want to treat everybody fair and square. One corporation is no 
better than another. 

Mr. FieiscuMann. We certainly do, and to the best of my ability 
I intend to do it. I do not pass on these, but in the processing of them 
that is what I want to do. 

Senator Roperrson. May I complete my statement? 

Senator Frear. Well, 1 wanted to ask a question that may throw 
some light on what you were saying, but I do not want to interrupt 
you. 

’ Senator Rosertson. You will throw more light on it if you will let 
me develop the point I am trying to make. 

Senator Frear. Surely. 

Senator Rosertson. 1 just want to carry this through to a logical 
conclusion, what benefit we are giving these corporations, aside from 
the matter of public policy of getting additional equipment which 
we are told now is turning out a full product of $315 billion of goods 
and services a year. That is the testimony from your chief yesterday. 

Mr. FiziscumMann. That is right. 

Senator Ropertson. That has been a big expansion and it was 
said that one-third of it was an actual increase and the other two- 
thirds was price increase, but it is a big expansion, and we are ex- 
panding all along the line. As Secretary Sawyer said, we must con- 
tinue to expand if this constant drain upon civilian goods by the Mili- 
tary Establishment is in the end to be balanced by a suflicient increase 
in peacetime goods to maintain a standard of living somewhat com- 
parable to 1948. 

Take machinery on which they get amortization. If they received 
no a it would probably be 20 years at 5 percent, would it 
not 

Mr. Fie1scumann. I believe so, that is right. 

Senator Roprrtson. If they get 5 years’ amortization it is 5 years 
at 20 percent, but if they only get 50 percent amortization, it is 5 years 
at 10 percent, or is it not? 

Mr. Fiztscumann. My mathematics are not very good, but that 
sounds correct to me, sir. 

Senator Ropertson. Well, they only get half of it, they can only 
amortize half of it. 

Mr. FieiscumMann. They get half of it in 5 years and the balance 
of it in 20 years. 

Senator Roserrson. That takes off half of it. 

My point, Mr. Chairman, is this, they are not going to get 100 per- 
cent, and the 85-percent tax rate is not going to be with us for just 
5 years, and while it may be true that under this program they can 
amortize land which ordinarily is not amortized, although a lot of our 
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farmer-owned lands ought to be amortized, I think, the land on which 
the building is built is not a major item in the application for 15 or 
16 billion dollars of expansion, is it? 

Mr. FrierscumMann. No, sir, and we usually excluded the land. 

Senator Rozertson. I will not labor that point, and some other wit- 
nesses later on may go into that more fully, but I think if you give a 
ratio of amortization that is geared directly to the immediate war use 
and do not grant it for what may be done over a longer period of years, 
if we continue, as I think we will, the éxcess-profits tax until this con- 
stant Communist pressure on all these fronts has been lifted, the actual 
tax advantage that these corporations will receive will not run into any 
excessive figures. 

Just one other, question I wanted to ask you: I understood from 
your prepared statement that we need mandatory controls. 

Mr. FLeIscHMAnn. I believe so, sir. 

Senator Roserrson. And that the controls we put in the present 
law are adequate for your purposes ? 

Mr. FieiscuMann. I am speaking with respect to the material 
controls, priority and allocation powers; yes, sir. 

Senator Rosertson. I mean within the field in which you operate. 

Mr. FLetscHMANN. Within the field in which I operate. 

Senator Roperrson. You are not asking for any changes, but just a 
continuation of those controls ? 

Mr. Fieiscumann. That is substantially what we propose; yes, 
sir. 

Senator Rosertson. That is all. 

Senator Bricker. Just a question or two, Mr. Fleischmann: I un- 
derstand with respect to the question of Senator Robertson that as 
far as.the present law is concerned, within your field of operation it 
is adequate to your needs. 

Mr. FietscomMann. It is fully adequate; yes, sir. 

Senator Bricker. Have you made a breakdown as to the amount 
of amortization that has been allowed, that is, among your various 
industries, steel, aluminum, chemicals, and so forth ? 

Mr. FietscumMann. Senator Bricker, that information is available. 
I understood I was to be asked for testimony about the Defense 
Production Act, so I do not have any of that material with me. The 
final approval of these certificates is not within my jurisdiction. All 
of that material is available, and I will ask Mr. Gibson to supply 
it to the committee. 

(The information referred to will be found on p. 241.) 

The Cuarrman. That is $17,800,000,000. 

Senator Bricker. And it is broken down into various industries. 

The Cuatrman. Well, I wanted that broken down. Iam glad you 
brought that point up. I asked for the States, and I think it should 
also be by industries. 

Mr. FLEiscuMANN. It is all available and could be presented. 

Senator Bricker. Both the amounts allowed up to the present and 
the amounts applied for within the various industries. I think the 
Secretary testified yesterday that there had been none allowed so 
far to public utilities, and yet there have been many applications. 

Mr. Fie1scumann. I believe that is correct, but again that is not 
within my jurisdiction at all, and I do not know, sir. 

Senator Bricker. If Mr. Gibson will provide that information. 
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The CuatrMan. Senator, I am glad you brought that out. I wanted 
to make the record clear, if you do not mind. 

The Attorney General, as you know, said in such periods as this 
the injudicious use of public funds to facilitate the defense effort 
frequently multiplies the seeds of monopoly. I must say you were 
injudicious in what Mr. Gibson issued, but I would like the public 
to see, and the record to show, as the Senator suggested, that various 
types of companies: copper, aluminum, and steel. 

Senator Ropertrson. If the Senator from Ohio will yield there, I 
can furnish an item on a certificate for the public utilities. 

In the law, the Secretary of the Interior has the privilege of making 
the recommendation to the Defense Production Agency as to what 
additional electric facilities are needed and what the ratio of depre- 
ciation, in his opinion, should be, and up to this point he has refused 
to recommend a single one. 

Senator Bricker. I think that was brought out in the testimony 
yesterday. 

Are you controlling the distribution of these essential materials 
after the allocations for war purposes, as among the civilian needs? 

Mr. FieiscoMann. Senator, we have proceeded as rapidly as we 
could and as we felt necessary to that general objective in accordance 
with the direction of Congress. Some materials being tighter than 
others have been taken under complete allocation and others have not. 
As you will remember from the last war there are many hundreds of 
materials that get into scarce situations and which have to be con- 
trolled, according to varying plans and programs. Nobody wants 
to control just for the sake of controlling, and unless there is a real 
scarcity we do not try to control at all, and even if there is, we try 
the minimum measures that are needed. Some areas are very tight, 
cobalt being an obvious example, and we do literally ladle that out 
with a spoon, 

On the other hand, some items like lumber are not in very tight 
supply and we have minimum or no controls in those areas. In the 
tighter areas, however, we are trying to do exactly what Congress 
has said we should. We have problems, as you know, of personnel and 
developing a new organization to do this, but we certainly are trying, 
to the best of our ability, to accomplish that objective. 

Senator Bricker. This will require somewhat of an estimate an- 
swer, but how long do you anticipate it will be under the present 
program of expansion of industrial capacity until we will be able to 
satisfactorily take care of domestic needs along with the war program, 
provided there is not a more expanded war? 

Mr. Fieiscumann. Again, accepting that proviso that there is no 
war, in my judgment during the year 1953, a substantial part of the 
controls can be terminated, and many others relaxed. Now, I say a 
substantial part, for this reason: Scarcities are not across the board 
ever; they are selective. In steel and aluminum the expansion pro- 
gram by that time, lacking the war, should have proceeded to a point 
where, within reason, military demands and civilian demands can be 
taken care of and no controls should be necessary. On the other 
hand, there is not that possibility with respect to things like cobalt 
or even with respect to things like copper, and controls will have to 
be continued, probably, in some selected areas on a minimum basis for 
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an indefinite period of time, but only with respect to very few items. 

Senator Bricker. That is all I have. 

Senator Frear. Mr. Chairman? 

The Cuarrman. Senator Frear. 

Senator Frear. Referring to Senator Robertson’s statement, I 
would like to ask Mr. Fleischmann, does a certificate of necessity 
normally carry with it a quick amortization plan, or are all your 
certificates of necessity with quick amortization? Do you issue any 
certificates of necessity without rapid amortization ? 

Mr. FierscumMann. No, we use the term “certificate of necessity” 
to mean the paper on which the amortization is printed. Perhaps 
you are referring more specifically to a priority right to get materials 
by that term. 

Senator Frear. Yes, I think perhaps I am. 

Mr. Fietscumann. Let me explain that. There is obviously a very 
high correlation. You make somewhat the same judgments in deter- 
‘mining whether a firm should get tax amortization as in determining 
whether it should get special treatment in getting materials, because 
in both cases you have indicated you want that facility to come along 
very rapidly. However, we are in this situation: The demands of 
this expansion program are so large, as Senator Douglas has pointed 
out, that there is not enough structural steel going to be available in 
the third and fourth quarters to take care of all of these at once, and 
some of them will simply have to be deferred, because 2 and 2 make 4, 
and there is nothing that could be done about that. 

What we will have to do is schedule out these expansions in terms 
of the amount of structural steel available and some will have to be 
put over until the fourth quarter and maybe some until the first 
quarter of next year. So I think the answer to your question is that 
there is a very high correlation between certificates of necessity for 
tax amortization and priority assistance that has to be provided, but 
some areas are so tight that there is not enough material to go around 
for the entire expansion all at once, and they will have to be sched- 
uled out. 

Senator Frear. What I want to determine is when you make e 
priority or grant priorities to the construction industry does it not 
always carry rapid amortization along with it? 

Mr. FixiscumMann. No, sir; some concerns have not even applied 
for tax amortization for their own. tax reasons, and the corollary is 
also true, when we give a tax certificate it does not necessarily mean 
an immediate priority to build that plant. 

Senator Frear. The second question is, In this rapid amortization, 
if you are going on a 50-percent basis, you get 10 percent for five suc- 
cessive years. Does it go along with the fact that the normal amorti- 
zation of a minimum of 2 percent which would really make it 12 
percent ay year, would be 60 percent in 5 years, rather than 50 

ercent ¢ 
: Mr. Fix1scumann. Senator, I really do not think I should attempt 
to answer that. It is a matter beyond my field, and I did not come 
prepared to answer questions on tax amortization, because it is not 
in this bill. 

Senator Roserrson. It does not accumulate in that way. If you 
have to amortize in 30 years, give them 100 percent, and he amortizes 
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it, of course, in 5 years, then he cannot take the depreciation for the 
next 25 years on that building. If he gets 50 percent amortization, 
he can take off one-half the value of that in the 5 years, but that is 
all he can take off, and the remainder has to be spread under what- 
ever depreciation rates the Bureau of Internal Revenue allows, but 
he does not get, let us say, 20 percent plus 2 percent each year to write 
it off quicker than the percentage of depreciation that NPA or DPA 
allows. 

Senator Frear. I think it is very important to know whether that 
certificate of necessity carries that or not. You say it does. 

Senator Rosertson. It does not add the normal depreciation to 
what is allowed. 

Senator Frear. Mr. Fleischmann, in your order M—55, on page 2 of 
your statement this morning, when you say: 

At the same time, we need to keep up the manufacture of farm machinery 
to cultivate and harvest the increased’ crops which are an essential part of 
any mobilization program. These vital supporting industrial needs are second 
in importance only to the prime military requirements. 

Can you tell me something about how the allocations have been made 
to the manufacturers of farm machinery under M-55 ? 

Mr. FieiscuoMann. Generally speaking, I can tell you how it is 
operated. We have been looking forward, as I think you know, to 
the institution of a controlled-materials plan to be effective in the 
third quarter. There was an enormous amount of work involved in 
setting up any such plan. It has been undertaken and we will be on 
the target; in other words, we will have that operating during the 
third quarter. 

M-55 was a type of intermediate order that was necessary due to 
the fact that there is a seasonal factor in farm machinery. It is not 
any good unless you can get it in time for the season. It was repre- 
sented to us, and we accepted the fact, that you could not wait until 
the controlled-materials plan and stocks of materials for farm equip- 
ment becomes available. 

Accordingly, we gave, under M-55, the right to farm-machinery 
manufacturers to get preferred treatment for material. I do not have 
the exact statistics here, but it was on a level worked out between our- 
selves and the Department of Agriculture, approximating or perhaps 
a oe bit better than their production last year in a comparable 

eriod, 

F Senator Frear. Well, it was my understanding that M—55 gave them 
for the first 6 months of this year at least the same amount that they 
received the first 6 months of 1950, when you, under the operation of 
that order, assured the farm machinery manufacturer of the avail- 
ability of that steel. 

Mr. FixtscHMann. We do not have a system nor will we have until 
the controlled-materials plan is operating of absolutely insuring ma- 
terials. As you know, we have a division for doing this. I am in- 
formed that, generally speaking, that order worked well, and where 
it did not work well we have given a special directive assistance, so 
that I think I could claim that by and large we accomplished that 
objective in the temporary period. 

Senator Frear. They will be able to use DO N-7, as I understand. 

Mr. Fie1scuMann. That is right. 
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Senator Frear. Does that insure the domestic purchaser of farm 
machinery any priority or can he, when the farm-machinery manufac- 
turer obtains a steel siicbelaan and other allocations, sell his product 
foreign as well as domestic! 

Mr. FierscHMaANnN. We have not up to the present time, nor could 
the Department of Commerce, put a control order over the distribu- 
tion of farm machinery. That is vested in the Department of Agri- 
culture. Up to the present time they have not, nor have we, felt it 
essential to put on such a control, although if it should turn out 
obviously that a disproportionate share is going overseas, we do 
have the legal authority to control it. 

Senator Frear. Have you found that so far, or have you not gotten 
into it? 

Mr. Fie1scHMann. I have not been advised by the Department of 
Agriculture, which has the authority, that they have found it neces- 
sary, and I do not think they believe it is. 

Senator Frear. However, is it not a fact that the exports of farm 
machinery have been running above the corresponding period of last 
year ? 

Mr. FietiscHMann. I do not know, sir. 

May I make an observation to Senator Douglas about a question he 
asked me about the date in the amortization statute ? 

Senator Dovenas. Yes; I have that before me. 

Mr. F.Le1scHMAnNn. I just wanted to point out that the statute does 
state that if a facility was completed after December 31, 1949, which 
was several months before the amortization statute was passed, it 
would be eligible for amortization. 

Senator Doveras. Eligible; but the question was whether it was 
mandatory that it should be granted. 

Mr. Fieiscumann. Oh,no. My point was that I think it fair to say 
it was contemplated that it be administered in that way, otherwise 
there would have been no reason for putting that date many months 
earlier. Of course, it is not mandatory; I agree on that point. 

Senator Doveias. The administrative authorities could have fixed 
a cut-off date as of June 27, 1950. 

Mr. FietsHMann. I asume the people who set up this administra- 
tion certainly could have if they wanted to. 

Senator Doveras. They took full advantage of the law to go back 
to December 31, 1949. ' 

Mr. FietscuMann. They seem to have followed the language as 
far as is permissible. 

Senator Dove.as. I say they took full advantage of that law. 

Senator SHorpre.. I will defer to Senator Bennett, who has to 
leave, and then I will follow. 

Senator Bennett. I would just like to follow up the line of ques- 
tioning that Senator Frear began. In relation to farm machinery, 
has anything specifically been done with reference to repair parts! 
I have had a flood of mail saying that you can buy a new machine but 
you cannot get the repair parts to keep the old ones operating. 

Mr. FiriscHmMann. I do not believe anything has been done specif- 
ically with respect to repair parts. I will have to check and see, but 
I do not believe so. The question is in two parts; first, as to a proper 
distribution of repair parts throughout the industry. Now there has 
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been one attempt, as part of the more general plan, to do something 
about repair parts, and that is this: We have granted a special priority 
rating for maintenance, repair, and operating supplies, as I think you 
know, Senator, and that gives a preference to a farmer in obtaining 
repair parts which he needs, and that is extendable, again, to the 
manufacturer. 

The responsibility in farm machinery is a joint one shared by the 
Department of Agriculture and ourselves, and we have not up to the 
present time placed directives on the farm-machinery manufacturers 
requiring them to make a certain number of repair parts, as dis- 
tinguished from a certain number of new machines. We have not 
proceeded to that point of control with respect to any industry up to 
the present time. It may be necessary. 

Senator Bennerr. You do not know specifically that it is in the 
works now ¢ 

(The following was later received for insertion in the record :) 


The National Production Authority, under Order M-—55 issued March 31, pro- 
vided priority assistance to manufacturers of farm equipment for June 1951 
production. The order defines farm equipment as any item of farm machinery, 
equipment, or repair parts listed in an appended schedule I. The last item, 
headed “Attachments and Repair Parts,” reads: “Attachments and repair 
parts specifically designed for the above-listed equipment.” 

On May 11 the National Production Authority issued Order M-—55 A, which 
was designed to assure continued production of essential farm equipment dur- 
ing July, August, and September. As in the order of March 31, the schedule 
provides for attachments and repair parts. 


Mr. Fie1scuMann. All I can do is refer to the experience of World 
War II. In World War II we did find it necessary to do exactly 
what you are suggesting, both with respect to farm machinery and 
many other machinery items. In other words, we did make special] 
allocations of material that were labeled and ticketed just for repair 
parts, because of the exact circumstance that you referred to. 

My estimate today is that we will probably have to do just that 
again, as a part of the control-materials plan. Otherwise there will 
probably not be adequate repair parts. We will probably have to do 
that. 

Senator Bennetr. I have only one other observation, which again 
may be a little unfair, but I cannot resist the temptation to get into 
this amortization discussion. 

I think you said in the very early part of your testimony, in answer- 
ing questions, that you regarded this amortization as possibly a mixed 
benefit; in other words, you are not sure that it is completely a bene- 
fit to the people who received it. I have the impression that the 
people who got amortization privileges in World War I are not as 
well off, or will not be as well off at the end of the life of the facility 
that they amortize than the people who did not get it, because the 
tax rate now is higher than the tax rate in World War I, and those 
of us who still have material to depreciate are depreciating it at a 
higher tax rate. 

Mr. Fie1scumann. That is the circumstance that I referred to. 

Senator Bennett. I said World War I, and I meant World War II. 

Of course, I have a point of view on that thing. I think American 
industry and the Federal Government would both be better off if 
the taxpayer were allowed to state his own rate of amortization. We 
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would save probably a third of the cost of administering the Internal 
Revenue Act as it relates to corporations and over the long pull tax 
rates have constantly risen, so anybody who got early amortization 
had a temporary benefit but a long-range loss, or at least he did not 
fare as well on long range. 

Mr. Fixetscumann. I think in the Secretary of the Treasury’s ob- 
servation, if I caught it correctly, Mr. Chairman, there was implicit 
the observation that if we did not have the tax-amortization statute, 
this same expansion would have gone~along and you would have col- 
lected full taxes out of those facilities. I do not know whether that is 
implied or not, but if so—— 

The Cuamman. He did not say it, of course, in the statement that 
he gave to me, but it is implied that it would have. 

Mr. FietscumMann. Of course, that is not fully true. There are 
some of these facilities that certainly would not be built without the 
tax amortization, they could not have, and they in turn make addi- 
tional income taxes and many other types of taxes. 

The Cuairman. There is not any doubt about that, but one thought 
I did have: Would you gentlemen give certificates of necessity if the 
only way you could get the steel or aluminum or copper to build these 
buildings through tax amortization—— 

Mr. Fie1scuMann. That is not true. We are granting steel, copper, 
and aluminum on a priority basis. 

The Cuatrman. Of course, for a hospital or something of that 
kind, I understand that. 

Mr. FietscumMann. In public utilities and other things irrespec- 
tive of the tax amortization. 

The CuHarman. I mean in corporations. 

Mr. Fie1scuMann. There is a high correlation, as I said. 

Senator Bennerr. But, Mr. Fleischmann, if I were connected with 
an industry that is essential to the war effort and chose not to take 
tax amortization, I might still get the priorities. 

Mr. FLeiscHMANnN. You certainly would. It is just that most es- 
sential industries apply for amortization, and by the same token they 
apply for priority treatment, and there is naturally a high correla- 
tion. That is all there is to it. We give priority treatment on the 
merits, as we look at it, wholly irrespective of whether they applied for 
or obtained amortization. 

Senator Frear. Just one question, Mr. Chairman, if I may follow 
up Senator Bennett’s questioning. 

In allocating materials to a farm machinery manufacturer, you 
do not allocate them as to repairs or tractors or combines. He can use 
that material in any way that he sees fit ? 

Mr. FLeIiscoMann. At the present time, yes. 

Senator Frear. After you get the CMP into operation that will cor- 
rect what we think now may .be not feasible? 

Mr. FietscuMaNnn. Senator, when we have the controlled materials 
plan we will have the mechanical means for doing exactly what you 
suggest. It will then be a matter of policy. If the Department of 
Agriculture, for example, would prefer more combines, or whatever 
might be needed, or more repair parts be made available, we then 
have the mechanical way of seeing to it that it is done, as was done 


during World War II, 
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Senator Frear. I think that is a great step forward. 

The Cuarmman. Senator Douglas? 

Senator Dovetas. May I first follow up the point which my col- 
league from Utah started. I think he assumed that the current tax 
rates for corporations are higher than in World War II. I do not 
hold all these figures very well in my head, but I have before me a 

rint of the hearing on April 12 of the Joint Committee on Defense 
Puedes, Progress Report No. 8, and on page 429 of that report, the 
Treasury, in a memorandum, stated that in World War II the high 
wartime excess profits tax rates reached a maximum of 95 percent with 
an effective rate ceiling of 80 percent. And then on page 431 there 
is a table which gives the present corporation-profit rates and the 
over-all rate, starting with ordinary income tax at 47 percent and 
going to an excess profits increment of 77 percent, with a maximum 
effective rate of 62 percent, so that while I greatly esteem the know]l- 
edge of my colleague on this point I think we ought to reserve some 
judgment as to whether tax rates are now heavier than in World War 
Il. I would not think so from these figures. 

Senator Bennett. The basic corporation tax is heavier, is it not? 

Senator Doveras. But not the effective rate. 

Senator Bennerr. Not the excess profits rate. 

Senator Dovcuas. That is right. 

Senator Rozertrson. I submitted that question to the Secretary of 
the Treasury and also the chief of our staff on internal revenue taxa- 
tion. The Secretary of the Treasury wrote me that the top rate was 
one-half of 1 percent less than the top rate—and I am referring now 
to effective now—of World War Il. The chief of the staff wrote me 


that for most serperenenn the effective rate under the present law 


would be slightly higher. It is not uniform in its application. 

Senator Dovatas. All I can do is quote from this report from the 
Treasury, and I read, “In World War II the effective rate ceiling of 
80 percent,” so I assume that that would compare with the percent 
effective rate ceiling of 62 percent. 

Senator Rozerrson. When was this report brought out / 

Senator Dovenas. April 12, 1951. 

Senator Bennert. Maybe I should correct what I was trying to 
say by saying to some corporations the present tax rate was higher 
than the World War II rate. 

Senator Doveras. That is undoubtedly true. That may well be, 
but not, I think, on the average. 

Senator Bennerr. At least not the maximum. There is no ques- 
tion about that. 

Senator Doveuas. Is it not also true that under the provision for 
accelerated amortization, a corporation, after it has had the capital 
value of its property wiped away, can then resell the property and the 
new owner can start depreciating it from the beginning, as of the pur- 
chase price? 

Mr. Fixiscumann. I believe that is true. 

Senator Doveras. So that for the person who holds the property 
and then sells it, there is a very large gain. It is true, I think, that 
the Finance Committee plugged one of the holes, in that the seller 
ust now pay regular income-tax rates on the difference between 
the amount he has written off under accelerated amortization and the 
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amount he could have written off under normal depreciation allow- 
ances. Nevertheless, I think this resale loophole has been lost sight 
of in the discussion which we have had up to date. 

Senator Bennett. If a business amortizes its property down to a 
very small percentage of its sales value, and then sells it at the sales 
value it has to pay the tax on that profit it makes before the sale. 

Senator Doveras. I would like to go into this question of permit- 
ting the big companies to come in outs and get their tax depreciation 
approved. You say you are treating éverybody alike, which I assume 
— ap you are processing applications in the order in which they 
ure filed. 

Mr. Fieiscumann. Let me say this, as to how it was done, both 
before I came in and afterward, Senator: We had to make a decision 
with our limited staff as to how we would handle this really over- 
whelming administrative burden which we had, and it was decided 
that the only sound way to do it was basically on an industry basis. 
We would take one industry at a time and both because of the urgency 
of the steel situation and because they did come in first, that industry 
was selected first. 

Senator Doveias. They are given for tax purposes 85 percent de- 
preciation, and for steel capacity 75 percent. ° 

Mr. Fieiscumann. I believe that is correct. And as I say, I did 
not know I was going to be asked to testify on this subject, so I have 
not refreshed my recollection, but that is about right, sir. 

Senator Doveras. And then within an industry, how do you process 
the applications? 

Mr. Fie1scuMann. Well, generally speaking, we try to reach some 
sound conclusions, and then amortize—— 

Senator Dove.as. Setting aside the question of individual com- 
petence, in what order do you take them ? 

Mr. FieiscuMann. I would say, generally speaking, as far as I can 
make any general rule on this subject, the first ones in are handled 
first. 

Senator Doverias. You do not pull some out and rush them to the 
top for favored consideration ? 

Mr. FietscumMann. I know of no such case, not while I have been 
there, sir. 

Senator Dovetas. Is not this the real point, the big concerns, well 
organized, knowing the tax law, with Washington agents, came in 
early, particularly in steel 

Mr. FLe1scHMANN. Yes, sir. 

Senator Dovertas. The administrative agencies wanted to expand 
steel capacity and they rather quickly approved these applications. 

Mr. Fe1scHMANN. That is right. 

Senator Dove as. The smaller concerns, not knowing the laws well, 
and not having Washington agents, come in later. 

Mr. FierscHMann. That is right, sir. 

Senator Dovenas. As they come in they find that a large portion 
of the applications, the big applications have already been granted. 

Mr. Fieiscumann. That is right, sir. 

Senator Dovetas. Suppose you fix a ceiling, are you going to grant 
those applications without limit? You have close to $12 billion 
in applications still pending. 

Mr. FieiscHMann. There is a very large number of them. 
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Senator Doveras. Are you going to grant most of those, and if 
there is a halt, does it not place small business in the position that 
in theory it has been treated on equal terms, but when doors are shut, 
it is they who are locked out? 

Mr. FixtscuMann. Let me say this, Senator. I do not set this 
policy, but I have very firm beliefs on it, and in making the recom- 
mendation, my own view is that it would be indefensible to close 
the door on small business in the way that you suggest. 

Senator Doveras. That is not the way that I advocate; I want to 
make that clear. 

Mr. FietscumMann. I understand; and we do not propose to do 
that. What we may do, and I think this would be a very sound thing 
to do, is to announce that at some date in the future, which we specify, 
we intend to close the door at that point for large and small alike. 
Meanwhile it would be indefensible, to my way of thinking, to have 
given these benefits to the large concern and then say the small 
concern, because it came in late, did not get it. 

Senator Doveras. Would it not be desirable that if you now have 
amongst the applications which are pending second requests by big 
concerns along with first requests by the small concerns, to give 
priority to those that have come to the table for the first time, rather 
than giving equal treatment to those who have come up for a second 
helping ? 

Mr. Peescnntittier Yes, sir; it certainly would. 

Senator Doveras. Do you think that ought to be established / 

Mr. FLetscHMann. I do. 

Senator Dovetas. Would you so recommend ? 

Mr. FietscHMann. I would. 

Senator Doveras. Well, now, here is something constructive that 
may come out of these hearings. 

Mr. FLe1scHMANN. It is a very good rule, and I also favor cutting 
off applications for amortization at a near date in the future and 
saying that after that no applications would be considered unless 
they seem to be so urgent that the Government had requested spe- 
cifically the expansion. 

Senator Doveras. Mr. Fleischmann, when you testified previously 
before the watch-dog committee in the hearings on March 19, given 
on page 252 of part 6 of those hearings, you stated : 

It is perfectly clear, I think, that a large part of the expansion would have been 
taken whether there is amortization or not. 

Mr. FietscuMann. That is true. It is obvious, because as I said, 
a great deal of it was under way, and it was amortized despite that, 
because Congress, with that in view, had placed that date back there. 

Senator Doveras. Let me say that I think Congress should assume 
some share of the blame by fixing the cut-off date 6 months before 
Korea. I want to make that clear. 

Mr. Fietscumann. I agree. 

Senator Doveras. I think it would have been much better if there 
was a law restricting applications for work begun after June 27, or 
possibly June 30. As I read section 124 (A) of the Revenue Act, 
however, it merely gives to the administrative authorities permission 
to go back to December 31, 1949. It does not require, or even direct, 
them to do so, and it would seem to me to have been within the ad- 
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ministrative powers of the then officials—to say that work begun 
prior to the invasion of Korea obviously was not intended for war 
purposes, would have been carried through without the war, and there- 
fore should not receive this favor. Yet that was not done. 

I know it puts you in a difficult position to comment on the acts 
of your predecessors. I know that they were operating under a great 
pressure, as a large volume of work was pouring in on them, but 
certainly tentative approval was given on some billions of dollars of 
work that was begun prior to Korea. 

Mr. Fie1scumMann. I think the reasoning was, Senator, that Con- 
gress had invoked the appropriate administrative rule right in the 
statute, and that it would not be the prerogative of the Administrator 
to substitute a different date which we thought preferable. Congress, 
as you know, in passing the statute, had exactly the same facts before 
it that the then Administrator had, and for reasons which apparently 
were adequate to Congress, they selected quite a different date, and 
I think that was the reason. 

Senator Doveras. As I said, I think we should assume a very large 
portion of the blame, but it also seems to me that it is not made man- 
datory by the law, and I think we can submit briefs on this point, 
that the administrative officials had to go back prior to Korea, back 
to the first half of the year. 

Senator Bricker. That all turns on the question of whether the 
intent was to get new buildings and new plant facilities, or whether 
it was to utilize the plant facilities that were under construction and 
to be constructed for war purposes. 

Mr. FietscomMann. Senator Bricker, I think the reasoning both of 
Congress and the Administrator was that on the whole those who had 
the imagination and the energy to go forward a little before the actual 
statute had been passed, should not be penalized, as compared to 
those who waited until they were absolutely assured of the tax benefit. 

Senator Bricker. In both cases the utilization of the manufacturer 
of war goods. 

Senator Dovetas. Mr. Fleischmann, I do not want to give you too 
uncomfortable a time, but on page 233 of the hearings of the watch- 
dog committee you stated : 

Only that portion of the facilities which the President and his administrators 
find will have no use after the emergency is eligible for the accelerated 
amortization. 

Now certainly plants begun before Korea were intended to produce 
after the emergency because it was not then thought that there would 
be any emergency. Therefore it seems to me that the Administrator 
disregarded the spirit of the act, in order to find the broadest possible 
grounds for action within the letter of the act. I am told the United 
States Steel plant on the Delaware River in Pennsylvania had been 
planned 2 years ago—— 

Mr. FLerscuMAnN. I think a good many of these steel expansions, 
Senator, were planned long in advance, as were many of the other ex- 
pansions. As I say, I did not have charge of it then, but I know the 
reasoning was that since Congress set this cut-off date they had the 
same factors in mind and deliberately chose that date and the adminis- 
trators felt they were not at liberty to disregard that. I may be wrong, 
but I am trying to tell you what the reason was. 
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Senator Doves. I think the man who framed this amendment, 
which, of course, was not thoroughly studied by all the Members of 
the Senate because—I think the members of the Finance Committee 
who framed this amendment had in mind making the cut-off date con- 
form with the end of the taxable year, but it does not seem to me that 
the permissive cut-off date would require those who administered the 
act to grant the certificates for plants planned and begun prior to the 
date of hostilities when such plants obviously were intended to be used 
after the emergency period was over. 

The CuarMan. Any further questions? 

Senator Doveras. I just have one more. There is a question I would 
like to ask on allocations and priorities. 

Suppose you give a contract to a prime contractor who needs a given 
amount of copper. He in turn sublets a portion of this to his subcon- 
tractors, and ultimately the prime contractor and the subcontractors go 
back to the copper company for copper. Must they honor the requests 
of the prime contractors and the subcontractors as well; that is, do 
you go back all the way back to the war material or do these priorities 
stop somewhere along the line? 

Mr. F.Le1scHmMann. The answer, generally speaking, is yes, they do 
go right back to the raw material level. I want to make one point, and 
it is this: In the early days of the development of this system which 
will be replaced at least partially by the controlled materials plan, 
there was a comparatively small burden of so-called military orders 
to which these ratings had been attached. Now, it was obviously 
unfair to require a single plant to take 100 percent, to use an average 
example, of defense orders, whereas its competitor had none. So an 
attempt was made to estimate with accuracy the burden, if I may use 
that term, of military orders, and then to spread that across the whole 
industry and say that the copper industry, generally speaking, had to 
take 15 or 20 percent of its business in steel orders. The theory of that 
was that, generally speaking, the distribution machinery would make 
an orpaite ble distribution anyhow, and to the extent it did not it would 
be an NPA job to direct the fellow who could not get his copper from 
his normal source, because they were up to the ceiling to an appropriate 
producer. 

Generally speaking, that system has worked quite well, though, as 
- a getting now where the burden is bigger, it does not work so 
well. 

Senator Doveias. Can you make certain that the producers of Gov- 
ernment contracts are able to get from the big copper companies a suf- 
ficient supply of raw materials for their war orders? 

r. FieiscuMann. The controlled materials plan, in my opinion, 
will absolutely guarantee that to war producers; yes, sir. 

Senator Doveras. On the critical materials? 

Mr. Fix1scumann. Yes; on steel, copper, and aluminum. We have 
other systems of a less extensive nature operating in other fields, I 
think that to the extent the supply equals the military demand—there 
is somewhere as you know where it does not—the military program 
will not be held up, and it has not been held up in any substantial area 
by material shortages due to any inefficiency in the system to date. 
There are spotty places, obviously, and I would be the first to admit 
that, but, generally speaking, the military program is on schedule, 


83762—51—pt. 1——_10 












140 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 





except there are particular shortages of fabricating facilities, about 
which for the moment you can do nothing. 

The Cuarrman. Senator Schoeppel ? 

Senator Scuorrrei. Mr. Fleischmann, it is now 5 minutes to 12 
o’clock, and I will try to hurry right along here. 

Mr. FieiscumMann. I will be glad to come back this afternoon, 
Senator. 

The Cuarrman. I might say this, while we have this short inter- 
ruption. Because of the deficiency appropriation bill before the 
Senate, we will be voting all afternoon, and I have secured the District 
room, where we will meet at 2: 30 with the Secretary of Labor. 

Senator Scnorrret. Mr. Fleischmann, I generally agree with the 
five points that you set out in here, and I think we will all have to 
give those things much serious and immediate consideration. I am 
glad Senator Bennett mentioned one thing, that you have expressed 
an interest in seeing that the farm repair machinery picture is ad- 
justed. Iam most certain that the demands that are being made must 
be met some place by an allocation of material either to your Depart- 
ment or to the Agriculture Department. 

Now, on your page 3, and under “5”, you mention there: 

As a corollary to the point just discussed, the power to provide for an equitable 
distribution of scarce materials is particularly indispensable to the goal of 
maintaining small independent enterprise during the mobilization period. 

I find much difficulty being registered on limited priorities for small 
businesses on this basis: They do not know exactly what to expect 
because there has been no announcement by your department as to 
when and how that is going to be handled before your material alloca- 
tion order or program gets under way, and that is particularly dis- 
tressing to thousands of small businesses. 

I just wonder if you have something in mind there. I note that 
in the machinery field you enter M-55; is that correct ? 

Mr. Fieiscumann. The farm machinery; yes. 

Senator Scuorpret. I am thinking particularly of the heating 
industry. Here is an industry that is seasonable. I am thinking 
particularly of the 15th day of this month of May, when I think the 
mill orders close on their July processing. That business is a seasonal 
business, and unfortunately for some reason, it was not even included 
as an essential industry, and now a number of those manufacturing 
concerns have come to some of us here in the Senate and are won- 
dering how it is going to be handled. That is an essential small busi- 
ness in a lot of places and a big business in other places, but obviously 
they are up against a deadline. Can you give us any enlightenment 
on how you are going to handle that? 

Mr. FLe1iscuMANN. Well, Senator, under the way that the mobiliza- 
tion program is set up I do not have the final authority to determine 
what the essential programs are. That is in Mr. Gibson’s agency, 
Defense Production Administration. My job is to see to it that the 
programs are met, once they have been determined. I am the operat- 
ing man, the streetcar motorman, I guess you might call me, when the 
destination is decided. 

Now, I can give you the status of the present programs and in- 
tentions with respect to operating the controlled materials plan, as it 
relates to this particular subject. 
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The theory is this: That those industries most closely related to 
the immediate military program will receive programed allotments 
under the controlled materials plan of steel, copper, and aluminum. 
Those will be comparable to a guaranty that the individual concerned 
will get his steel, copper, and aluminum. There will be such things 
as freight cars, machine tools, farm machinery, I believe, in addition 
to the strict military items. 

Then there will be another area in which the forces of free compe- 
tion will regulate largely the distribution of material. That, again, 
as I say, is not a decision of mine, but I am trying to tell you the status 
of the decision as I know it today. 

Now, within that area distribution will be controlled not by an al- 
lotment of steel, copper, and aluminum under the controlled materials 
plan, unless that decision is changed, but by fixing permitted levels 
of operation, such as we have in the automobile industry at the pres- 
ent time. The theory of that is that if everybody is put on an equality 
of permitted use, based on the total available supply, each industry 
should get substantially its pro rata share. That is the theory of that 
method of operation which would leave those areas out of the con- 
trolled materials plan operation, and up to the present time the de- 
cision both of General Harrison and Mr. Wilson has been to restrict 
the controlled materials plan to those programs which I mentioned, 
and a few others, which they have determined are most directly re- 
lated to the war effort. 

Senator Scnorrrer. The thought that occurred to me was here is a 
heating industry that was not even classified as an essential industry. 
It is a seasonable industry. If we have to wait for a controlled ma- 
terials plan which goes into effect in July and which cannot possibly 
be operative until August, why, then, by the time something goes to 
the mills we have January, February, or December in here, and what 
in the world are we going to get into? I am merely stressing that as 
one of the difficult problems that we are being confronted with here 
now, a dislocated factor. I think that calls for some type of emer- 
gency consideration, because the industry is seasonable and because 
the heating plants go into homes. 

They would have no objection, I am sure, to operating within 80 
percent of what they operated in the year past. I think that would be 
a fair factor to consider, but certainly it is an essential industry, and 
I was just very curious to know whether there was some approach to 
it or whether they are going to have to wait until after the controlled 
materials plan goes in and then the entire heating season passes and 
somebody is going to come up short and somebody is going to get 
the blame. 

Mr. Fietscumann. The decision of the people who make that 
policy up to the moment has been that a comparatively small number 
of programs will be given this special assistance under the controlled 
materials plan. All the rest, it is hoped, will obtain their material 
by reason of the fact that the big operators, for example, will be 
reduced, as you suggest, to a level of operation where it 1s indicated 
that all may obtain an equitable share. Those are the marching 
orders under which I am proceeding at the present time. 

Senator Scuoerret. And I understand possibly a matter of policy 
should be taken up with someone else in the Department. You exe- 
cute those, as I understand it. 
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Mr. FiLercHMann. I execute it to the best of my ability. 

The CHamman,. Senator Capehart was very much interested in 
this also, and had a meeting in his office sometime ago, as you remem- 
ber. Who should it be taken up with? 

Mr. Fietscumann. I think Mr, Gibson and Mr. Wilson are the 
ones who would determine that policy. 

Senator Scnorrret. I am sorry I left Mr. Gibson’s meeting to come 
down to this one. bi 

Mr. FietscumMann. I think he is coming in here tomorrow. 

Senator Scuozrre:. There is one other thing 1 want to mention, 
and it is probably extraneous, but it certainly goes into the matter 
of trying to work these things out. I do not know whether I am right 
or wrong or whether it is actually true or not, but we have had some 
complaints to the effect that the advisory committees coming before 
the department of which you are a part, we set it up in the law, we 
hoped it would function a certain way, we received reports that some 
of those advisory committees come up there, and out of the pocket 
comes an order, already prepared, and they do not like it. 

I wonder if that is the case. 1 do not know, but it has been reported 
a number of times that that has happened. 

Mr. Fieiscumann. Senator, I do not doubt that there have been 
incidents of that kind in setting up a new organization. You obviously 
have many things that happen that you do not want to happen. Iam 
sure you appreciate that. 

Generally speaking, we make very extensive use of the advisory 
committees, and frequently we call them in at two stages; we call them 
in at the earliest stage when we are trying to consider whether there 
is need for any regulation or order at all, and the freest discussion is 
sought of that problem. Now, if the consensus is that there needs 
to be some kind of regulation in that area, we, then, because we have 
to, have the Government people try to prepare what they feel is an 
appropriate order, because we find if we do not have a definite agenda 
like that and a proposal by the Government, we do not get very far 
and we do not get the full use of that committee. 

Naturally, as you appreciate, the responsibility for formulating the 
policy in the long run is the Government’s, and the responsibility of 
the advisory committee is to criticize freely, make suggestions, and, 
so far as I can control it, we give them the greatest latitude in doing 
that. There are cases, as you will appreciate, where we have had to 
take emergency action, even without consultation, and that is per- 
mitted under the Defense Production Act, but whenever we can we 
will allow the greatest latitude. 

You will also appreciate that many times the action that we take 
is not approved by the industry advisory committee, and if I were 
on a committee, I would not approve it either very often. No com- 
mittee likes it when, for example, their industry is put under a ceiling 
such as you have referred to. They do not like that, and very often 
a few members will say, “Why, we were not consulted,” when actually 
what they meant is they were consulted, but their advice was not 
followed and often canceled. 

Senator Scuorrre.. One other question, and that goes to the matter 
of tax amortization. This may not be in your field altogether, but 
do you think that the granting of these certificates to many of the 
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large companies will permit those companies to make improvements, 
maybe not exactly in line with defense needs, but will channel a lot 
of these contracts, or the fulfillment of the contracts along civilian 
lines or otherwise, to the big businesses and exclude the small ones? 
That is the thing I wondered about. 

Mr. Fietscumann. Unquestionably there is an element of that in 
any mobilization program, and you have to be cautious to prevent 
exactly what you are speaking about. Now, for that reason we require, 
when any company comes in and asks for amortization on the basis 
of intended military contracts which the military people have indi- 
cated will be available to them, we require a certificate from the 
military people, that the capacity to perform the contract is not avail- 
able in existing capacity. Now, we study it, too, from that angle. I 
know, of course, they have made mistakes, and so have we, that is 
inevitable, but we do have a policy which I am trying to carry out 
to the best of my ability, and that policy is not to amortize or encour- 
age plant expansion to carry out military contracts when there are 
other facilities, usually smaller business, perfectly able to carry on 
just as well. I have been assured by everyone in the military forces, 
including the Chairman of the Munitions Board, who has the respon- 
sibility in this field, that that is the policy they are trying to carry 
out. It has not been 100 percent accomplished, of course, but as hard 
as We can we are trying to do just exactly what you say. 

Senator Scuorpren. One final observation along that same line: 
I note the Chairman has asked and will submit in the record, as here- 
tofore, the history of these programs along amortization lines as to 
areas, businesses, and industries. I just want to say that I am going 
to be rather interested to know to what extent agriculture, which is 
one of the great producing industries, and has a total capital invest- 
ment in land, machinery, buildings, and inventory far greater than 
all the steel and all this and that, is going to fit into the picture. 
Thank you, Mr. Fleischmann. 

The Cuatrman. Mr. Fleischmann, you do not by chance have your 
budget ready for 1952 for your particular department, do you? 

Mr. FietscumMann. We had it, and as you know, you were on the 
committee that considered it. We did have it, yes. I have a pretty 
good idea about what I see ahead for this operation. I cannot tell 
you exactly in money. I can tell you what my ideas are about what 
kind of a stand is needed, if that would be of any interest. 

The Caarrman. When will you put the controlled materials plan in, 
about the Ist of June, or sometime in June? 

Mr. Fietscumann. Sir, we have put it into effect now. We have 
issued the regulations which, in effect, will get us the information back 
about the ist of June. We hope to make allotments immediately 
thereafter, which would be effective on the mill schedules approxi- 
mately September 1. There is a 60-day lead factor in there. 

The Cuatrman. There is a 60-day factor in there? 

Mr. FietscuMaAnn. Yes, sir. 

_ Senator Doveras. I would like to ask a few questions about certain 
issues—— 

The Cnamman. If you do not mind, I just have one more point. 

Mr. Wilson and you both stated there would be copper, aluminum, 
and steel in the controlled materials plan. 
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Mr. FieiscHMANN. Yes, sir. 

The Cuarrman. There will be some other items? 

Mr. Fie1scumann. The other items will work independently of 
what we call the controlled materials plan. For ease of reference we 
refer to a uniform plan of distributing those three materials as the 
controlled materials plan. We do also, as you know, allocate rubber 
and a variety of other items. 

The Cuarrman. I wish you would—well, I do not believe we will ask 
you, because you say you do not have the.money. All you have pre- 
pared for the 1952 budget was approximate personnel, not the funds. 

Mr. Fiz1scHmMAnn. Well, sir, we have prepared the money figures. 
I just meant I could not produce them here today, but that we do 
have that. I can submit that in the record very easily. We have that 
proposed budget broken down to dollars, people, and everything else, 
sir. 

The CuarrMan. Without objection I would like to have that for the 
record. 

(The following was later submitted for the record in response to the 
above :) 

We have presented an estimate to the Bureau of the Budget for consideration 
in the amount of approximately $42,000,000. This would provide an average 
employment of about 6,200. I should like to point out to the committee that 
these estimates will be presented to the Congress by the President after they 
have been considered by the Bureau of the Budget. 

The CuarrMan. The reason I asked this was you know of the diffi- 
culty which we had in the Ap PTORT NAAN Committee in trying to get 
together on the supplemental bill. 

Mr. FiLeiscoMann. I assume you must have had some trouble; 
eS, Sir. 

? The Cuarrman. Because of the $10 million which you had orig- 
inally gotten from the President, plus money we had recaptured 
from other agencies who were working with you that had not been 
spent. It was a rather complicated, difficult thing to do with the short 
hearings we had and with the situation as it was. That is why I was 
wondering if you did have the 1952 budget if I might have a chance 
to look at it. 

Mr. FLe1scuMann. I understand they now have it, and I will put it 
into the record and give it to your office for whatever use you wish. 
We had in mind, as I believe I had told you, Senator, the job of the 
War Production Board, which was somewhat larger, although much 
the same; they had 20,000 people, approximately, operating that. I 
assume that not. all, seit the end of the war, were gainfully em- 
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we are doing. It is my belief that we can do that whole job with not 
more than half, or nearer a third, of the number of people. 

The Cuarrman. I am glad to hear that you have reduced since last 
time, because you can benefit by the experience of the past. 

Mr. FieiscuMann. It can be done by a great many fewer people. 

The Cuarrman. Senator Douglas. 

Senator Dovuc.as. I was interested in your statement that it was 
your policy to put pressure upon big concerns to subcontract with 
small concerns, encouraging expansion on the part of small concerns 
rather than expansion by the big concerns. 
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Do you have a census of productive facilities which will enable you 
to judge whether or not this excess capacity exists so that you can 
force subcontracting ? 

Mr. Fie1iscuMann. Yes; we have documents and records, and there 
are two areas. In the first place, we require the military to make that 
investigation and certify to us, and then we have in addition the Office 
of Small Business right in NPA which gets each one of these certifi- 
cates and has an opportunity to make such a study and has all kinds 
of statistical and other data available which is very often able to pro- 
pose changes of that kind. It applies not only to subcontracting, but 
it also applies when a request is made by the military for amortization 
certificates for a prime contractor. Of course, we cannot do anything 
when it is planes or tanks, but when it is a catalog item we very fre- 
quently can. 

Senator Doverias. I was much encouraged by your statement that 
you intended to issue a directive in the future with respect to applica- 
tions for accelerated amortization, namely, that to small concerns 
applying for the first time would be given priority in a given industry 
over concerns applying for a second time. I wonder if it would not 
be a very excellent idea for you to send a copy of that directive, when 
issued, to the chairman. 

The Cuarrman. Let me ask this, Senator. When would it be issued, 
in your judgment ? 

Mr. Fieiscumann. I obviously have to discuss that with Mr. Gib- 
son who would have to issue the directive, but I am impressed by the 
suggestion and will do that. 

‘The Cuatrman. If you will send it to me when it is made we will 
make it a part of these hearings which, as you know, are going to 
last the rest of the month. 

Senator Dove.ias. Mr. Fleischmann, when did you take over the 
direction of NPA? 

Mr. Fieiscumann. I was in for a short period as Acting Adminis- 
trator before I was actually approved, and I think the exact date was 
February 2 when I was formally approved by the Secretary, if I am 
not mistaken. 

Senator Dove.as. And prior to that time—— 

Mr. Fieiscumann. I had been about a week, more or less, but at 
that time Mr. Harrison and I were acting somewhat interchangeably 
in that respect. 

Senator Dovexas. This is not a question to you, but is a sta‘ement 
for the record: The Treasury report, which is submitted, estimated 
that the immediate loss of taxes during the next 5 years on the 3.9 
billion of necessity certificates already granted by the 23d of March, 
on which 2.8 billion amortization had been allowed—the immediate 
loss of revenue during the next 5-year period at the present tax rates 
would be $1,550,000,000 and on the basis of the increased rates recom- 
mended by the President, the revenue loss over the next 5 years would 
be $1,700,000,000. On the basis of the 5.7 billion that has already 
been granted, that would indicate a tax loss at present rates of well 
over 5 billion, and at projected rates of probably close to 21% billion. 
Of course, whether this is an ultimate loss or not depends upon what 
the tax rates will be after the 5-year period has expired, but I do 
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think the figures indicate the enormous importance of the subject and 
the need for vigilance in that case. 

Mr. Fie1scuMann. Let me say this, Senator. I would not be frank 
if I did not say this: I think that changing that ultimate result is 
really a matter that Congress alone can do. I really do. I have 
thought about this deeply, I assure you, and I think separating the 
sheep from the goats in this amortization picture is something that 
administration finds it almost impossible to do under those general 
standards. “4 

Senator Dove.as. It is normally said that that is exactly what 
Congress cannot do, that it cannot separate sheep from goats. 

Mr. Fix1scumann. As to amortizations, plants in progress were a 
substantial part, and if you include those ae lanned before the 
emergency, you would have a very large part of the certificates that 
were granted early. I say it sincerely. I think that is a policy that 
Congress should establish. 

Senator Doveias. I want to say with equal sincerity that while 
I think 50 percent of the blame should fall upon Congress, I thmk 
the Administrator deserves some of the blame, because he took full 
advantage of the literal wording of the law and did not apparently 
seek to use administrative discretion which was not forbidden by 
the law, and might have been exercised earlier, in my judgment. 

Mr. Fixe1scumann. I prefer, sir, not to comment on what some- 
body else did. 

Senator Dovexas. I want to say I think Mr. Fleischmann has been 
a very frank and a very excellent witness, and I commend the frank- 
ness of his replies to other Government officials who appear before us, 

Mr. Fie1scumann. Thank you very much. 

The CHarmman. Let me say this, Mr. Fleischmann: I would like to 
second what Senator Douglas said. The last time we had a meeting, 
you were equally as frank and made just as fair a presentation, but 
word got ont that because of criticism and so forth that you were 
tightening up on these amortization certificates. I am sure that 
despite the remarks and criticisms that have been made here there 
is no intention on the part of the members of this committee to have 
you apply more strict standards to certificates of necessity on small- 
business firms than you have imposed upon the large industries, be- 
cause the larger ones, I just want the record to show, have gotten theirs 
and the smaller ones 

Mr. Fie1iscHMann. Mr. Chairman, you presided at that hearing. 
You asked me if I would advocate the change in rules, and I said I 
would not because it would hurt the small firm who got in last. There- 
fore, as long as I am there, there is going to be no change in the rules 
that will cut off the small fellow. 

The Cuarmrman. I remember well what you said and I have the 
hearing before me, but word did get out somehow or other that you 
were going to be harder on the small fellows. 

Mr. Fix1scHmMann. But we will not do it. 

The Cuatrman. The meeting will stand in recess until 2:30 in the 
District room. 

(Whereupon, at 12:25 p. m., the committee recessed to reconvene 
at 2:30 p. m. in the District room.) 
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AFTERNOON SESSION 


(The committee met, pursuant to recess, at 2:30 p. m., in room P-38, 
District room, the Capitol.) 

The Cuairman. The committee will please come to order. 

Mr. Secretary, will you proceed in your own way? I presume you 
want to read this statement ? 

Secreary Toxsrn. I prefer to go through the whole of it, if I might, 
Senator. It will take about 18 minutes. If you wish to stop me at 
any point in the statement, you may. 

he Cuamman. I think it might be best for you to finish your 
statement, unless the committee wants to do otherwise. 


STATEMENT OF MAURICE J. TOBIN, SECRETARY, DEPARTMENT OF 
LABOR 


Secretary Tosrn. Mr. Chairman, members of the committee, I wish 
to state at the outset, as the President urged in his recent message to 
the Congress, that it is of the greatest importance to extend the life 
of the Defense Production Act and to strengthen that act in the 
manner embodied in the amendments recommended by the President 
and incorporated in S. 1397, now before this committee. 

All of us, businessmen, farmers, workers, housewives, public officials, 
citizens all, accept the vital necessity for the defense mobilization 
program on which our country is launched. The Defense Production 
Act is a vital part of that program, without which the rest would 
undoubtedly collapse. But it is not yet a perfect program. It needs 
strengthening. In considering why this is so, and how this program 
can best be strengthened, we must continually remember certain 
fundamental truths. 

Today, at this point in world history, our country faces a challenge. 
I feel deeply that the citizens of this country must all rise to the grave 
responsibilities which rest upon our Nation. For our decisions, our 
actions, today affect a great many more than the 150,000,000 of our 
citizens. Inevitably, whether we desire it or not, those decisions and 
actions have immediate and far-reaching effects upon the economic 
political, and personal lives of countless millions throughout the rest 
of the world, particularly our allies. We do not, we cannot, stand 
alone. We cannot immunize ourselves from the rest of the world. 
If the economy of our allies is adversely affected, inevitably our 
economy will be affected. 

In terms of our defense mobilization program, this means that 
inflation here can have disastrous effects not only upon us but also 
upon our allies. And as our allies are weakened, so are we weakened 
that much more. 

The Defense Production Act, properly strengthened, and with the 
support of all our citizens behind it, provides the means for making 
this country and its allies not only strong with weapons but strong 
economically, a basic strength without which the greatest will in the 
world cannot succeed. 

Although there are many important aspects to the Defense Produc- 
tion Act and the amendments currently recommended by the President, 
I shall limit my discussion primarily to those features which deal 
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with the stabilization of our country’s economy and with the stabiliza- 
tion of the cost of living. 

To understand why these stabilization meaures are so vitally neces- 
sary to the safety of our economy, we must understand what has hap- 
pened to the country’s price structure since World War II, particularly 
in the last year or so, Just before and since the Korean outbreak. 

In the early part of 1950, before Korea, there were many indications 
that prices were returning to a more stable level. For example, after 
reaching a peak in the summer of 1948, retail prices declined somewhat 
and then leveled off through the first half of 1950. This was primaril 
due to the fact that the general supply of goods came into balance with 
demand. 

The outbreak in Korea put an end to this relative stability. Prices 
started to skyrocket in all markets, both wholesale and retail, and in 
particular on the commodity exchanges. The most spectacular ad- 
vances were in those commodities which came from the Orient or 
Pacific areas, as we would naturally expect, but the increases in 
prices were by no means limited to those commodities where supply 
or demand would be most directly affected by the UN action in Korea. 
People recalled their experiences during World War II and reacted 
accordingly, creating false shortages and sharp price increases. 
Speculation on a large scale was also a factor in the advance during 
the last half of 1950. Not only were the professionals playing the fu- 
ture markets for commodities, but also industries and individuals were 
building their inventories of goods as fast as possible. 

The effects of such a mass conversion of dollars into other types of 
assets such as inventories can best be measured by the changes in the 
official price indices as computed by the Department’s Bureau of Labor 
Statistics. The Bureau measures prices at two levels of distribution: 
First, in primary markets, with prices quoted by producers, the 
Wholesale Price Index, as well as with prices cane on organized 
exchanges and markets, the daily index of spot market prices; and 
second, at retail, with the Consumer’s Price Index. 

In the 8 months between Korea and the imposition of the general 
ceiling price regulation, the Consumers’ Price Index, the measure 
by which the wages of 3,000,000 or more workers are adjusted, rose 
8 percent. Wholesale prices, which are more sensitive to changes in 
the prices of basic commodities, rose 15 percent in about the same time. 
The prices in the commodity exchanges, which are very sensitive to 
speculative influences, jumped nearly 50 percent. 

Since the imposition of the General Ceiling Price Regulation at 
the end of January, the increases have been very much slowed down. 
Retail prices, according to our latest estimates, have been rising less 
than half as fast as before controls were applied. The rate of rise of 
wholesale prices has slowed down even more, from about one-half 
percent per week before the general control regulations, to about one- 
tenth of 1 percent since. And on the commodity exchanges, the net 
movement since the end of January has been down, a drop of nearly 
one-half of 1 percent per week compared to an average rise of about 
114 percent per week before controls. 

This, in brief, is what has happened to this country’s price structure 
since Korea, both before and after controls were applied in January. 
The reasons for the precontrol advances vary, but it is important to 
understand what some of them were. 
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The general advance in prices after Korea and before general 
rice controls in January 1951 seems to have occurred in waves, 
argely reflecting inventory accumulation by both individual and in- 
dustrial consumers, and commodity market speculation. The first 
build-up started with Korea and ended in September, when the fall 
marketing of agricultural products, resulting in lower prices, coin- 
cided with military success in Korea. Although retail prices con- 
tinued to advance, as earlier increases in manufacturing costs were 
passed on, there was a slow-down in the increases in primary markets. 
A combination of fear-inspired buying plus normal Christmas activity 
created a new run at the end of the year. Outside of an initial 
splurge on sugar and coffee, the scare buying by consumers oc- 
curred particularly in durable goods and appliances, automobiles, and 

housing. 

A large portion of the movement in retail food prices since Korea 
is a reflection of seasonal and special circumstances. For example, 
sharp rises in the prices of both eggs and dairy products from June 
1950 through early 1951 were largely seasonal in nature, following 
the trends that we have every year, the advance that occurs every 
year as supply declines during the fall and winter months. 

Senator Bricker. Was it any more marked? 

Secretary Tosrn. No, it was approximately the same, but it would 
be reflected in the reference I have made over that period of time. 
This would have an abnormal effect because of the seasonally higher 
pricing in midwinter. 

In the case of fresh fruits and vegetables very sharp advances took 
place in January and early February 1951 as a result of both bad 
weather and the cut-off in supplies caused by the railway dispute. 
Produce prices declined contraseasonally im March, but mainly be- 
cause, as I have pointed out, the January and February prices were 
higher than under normal conditions. These somewhat peculiar con- 
ditions and their effect on the consumers’ price index should not be 
allowed to affect the appraisal of the long-run inflationary trend, 
since their effects are rapidly eliminated. 

Since the initiation of price control in January 1951, the scare 
buying and inventory purchases appear to have been substantially 
stopped. This is partly because of price controls; partly because of 
the apparent availability of goods where shortages had been expected, 
but which have not yet materialized, partly by the imposition of credit 
controls by the Federal Reserve Board at the consumer level; and 
partly by the fact that credit purchases last fall committed so large 
a er of consumer income that current purchases were bound to fall 
0 


At the present time we are also getting reports of heavy stocks 
in many lines with momentary price declines at both wholesale and 
retail. Such goods are mainly some of the consumer durable goods 
like television sets and some textile products where small manufactur- 
ers have speculated beyond their depth and ability. These declines 
are due to attempts to clear out inventories and to salvage from 
faulty speculation whatever is possible in individual situations. 

However, we must not be misled by these declines or by the pres- 
ent halting of price increases. As the President stated in his recent 
message, this halt is essentially only temporary. The basic forces are 
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still inflationary and will become increasingly so as supplies are cur- 
tailed by the stepped-up military program, with heavy consumer 
demand. Buying will be resumed after excess inventories are cleared 
away and consumer debts are reduced. 

It would be a rash prophet indeed who would attempt to predict 
the exact course of prices for the next year, with or without enact- 
ment of the proposed amendments to the Defense Production Act. 
Such a prediction would involve complex assumptions as to the course 
of the Korean War, the rate of mobilization, and many other factors. 
There is little doubt, however, that, as the President stated, the full 
impact of the mobilization program has not yet been felt. Infla- 
tionary pressures will be renewed as defense expenditures rise, and 
will persist as a continuing threat to economic stabilization. In this 
connection, I should like to point out the effect that continuing in- 
creases in prices may have on some of these elements in our mobiliza- 
tion program. 

First, as to Government purchases.* In a mobilization period there 
are certain purchases the Government must make, regardless of price. 
This goes as much for food for the Armed Forces as for guns and 
planes. If prices are not held down, and I mean all prices, the value 
of the tax dollar dwindles, and budgeted defense expenditures are no 
longer adequate to purchase defense needs. This has already hap- 
pened to an alarming degree, as the military has testified in budget 
requests. Indirect Government purchases are also affected. The new 
steel, aluminum, and hydroelectric plants now being built are cost- 
ing more to complete than they would have a year or 2 years ago, cost 
increases that will also be reflected in the cost of the steel and the 
aluminum and the power going into future armaments and munitions. 

All of you are consumers. I am sure all of you who are married 
hear complaints from your wives as to the increased cost of living. 
This affects every citizen of the United States, and I do not want to 
minimize its importance. But there is a further effect of the increased 
cost of living impinging directly on the mobilization program which 
I particularly want to emphasize today. The Labor Department’s 
Consumers’ Price Index is currently at an all-time peak. Even though 
wage increases are controlled, it is unrealistic to assume that the pres- 
ent or any future limitations which might be put on wage increases 
could be held if inflation continues to push up prices. If price and 
profits continued to rise, the pressure on current wage levels would be 
irresistible. Increased wages would mean higher labor costs, and the 
inflationary spiral would be set off again. 

Quite apart from the effect on individual citizens, here again the 
tax dollar would be depreciated, and Government purchases would 
be at higher and higher prices. Also, as I have stated, the effects of 
inflation in this country could be disastrous to our allies. This we 
cannot afford no matter what the cost. 

For all these reasons, I cannot too strongly urge upon you the ne- 
cessity for granting the additional authority requested in the pro- 
posed legislation, such as authority to give more stability to the prices 
of agricultural commodities, and authority to institute rent controls 
in those areas where inflationary pressures send rents upward. These 
two items are substantial elements in the cost of living. As such they 
have considerable importance in the Consumers’ Price Index. This 
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means they can be a determining factor in the level of wages, of labor 
costs and, therefore, of prices paid by all of us as individual citizens 
and also by all of us through the Government for our own defense. 

I further urge the importance of enacting those provisions of the 
proposed legislation which deal with more adequate enforcement of 
price controls. The reasons are obvious. If price control is deemed 
unenforceable by those few sellers who are unscrupulous enough to 
take advantage of the lack of compliance and enforcement machinery, 
we cannot hold the line, either of prices or of costs. This could be 
disastrous. 

I have already pointed out that rent is a substantial factor in the 
cost of living. I therefore most urgently recommend the adoption of 
the changes that this bill would make in the present Rent Act. As 
part of the over-all authority to stabilize this country’s price and 
wage structure, the bill properly grants the President powers to con- 
trol the rents of any kind of housing accommodations, including new 
construction, rooming houses, and hotels and business accommoda- 
tions. This authority is not mandatory, but provides for extending 
or instituting controls only where and when conditions warrant an 
extension. Under the present law the Housing Expediter can recon- 
trol only those areas that he himself has decontrolled, not areas de- 
controlled by State or local community action. 

Ten of the 34 large cities included in the Department of Labor’s 
Consumers’ Price Index have been decontrolled by State or local ac- 
tion. The present law does not permit recontrol, regardless of what 
happens in these areas. It is important to note that all but two of 
the cities were decontrolled prior to Korea. Among the 10 cities 
are such industrial centers as Birmingham, Houston, Los Angeles, 
and important shipbuilding areas such as Mobile, Norfolk, and Port- 
land, Oreg. Rental surveys in nine of these areas made by the De- 
partment of Labor from 2 to 18 months after decontrol show that in 
various cities from 28 to 70 percent of all rental units have experi- 
enced rent increases. In every city surveyed the largest percentage 
increases in rents occurred in homes of low-income families, dwellings 
which rented for less than $30 per month before decontrol. In five 
of the cities over two-thirds of the dwellings in this lowest rent group 
reported increases after decontrol, while in Birmingham and Savan- 
nah more than 80 percent had increases. The average increase in rent 
for the units reporting increases in this group varied from 29 percent 
in Richmond and Savannah to 50 percent or more in Birmingham 
and Houston. 

As I have stated earlier, and as the President emphasized in his 
message, the full impact of our defense program has not yet been felt, 
so that a renewal of the inflationary pressures is inevitable. Yet the 
rent increases I have just described have taken place even before this 
full impact of our defense program has been felt. Rental dwellings 
in these and other cities could, therefore, experience another round 
= such increases, but no relief would be possible under the present 
aw. 

To continue this loophole in our stabilization program would be 
disastrous. Wage earners living in decontrolled areas have no alter- 
native but to pay the increased rents. The recruitment of additional 
workers in our defense program could be seriously handicapped. 
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Higher rents would also mean pressures for additional wage increases. 
nder the proposed bill, general increases in rent are permitted, as 
well as adjustments for hardship cases and for higher costs of main- 
tenance and repair. The power of State and local governments to 
decontrol an area is removed, but the authority of local rent advisory 
boards to recommend such action is continued. The bill also continues 
strong eviction control and permits tenants to recover money dam- 
ages if they are illegally evicted. Power to impose controls on small- 
business accommodations is also authorized if the need should develop. 
I should like to report, briefly, before closing, on developments 
and prospects in manpower which, together with computing the 
official price indexes, is the Department’s special field of responsibility 
in the defense program, and without which no defense mobilization 
program can operate. Under the policy set forth by the President, 
our program for recruiting and directing manpower to jobs where 
labor is needed to carry out the production objectives of the defense 
program is one of cooperative action. In this we have the constant 
advice and assistance of labor and management. 

So far there have been no insurmountable difficulties, Total employ- 
ment has increased 114 million in the last 12 months, from 58.7 mil- 
lion in April 1950 to 60 million in April 1951. Employment in the 
metal-working industries has advanced each month to a figure of 714 
million, about 1 million above the pre-Korea level. During the same 
period the Armed Forces have more than doubled in strength. These 
gains in civilian employment and in military personnel have been 
accomplished by a growth of the labor force of more than normal 
proportions and by cutting unemployment in half in the past year. 
The labor market situation has tightened considerably, but only 58 
major labor markets are classified as having a tight or tiie labor 
supply at the present time. That is 58 out of a total of 150 reported. 

The great increase in the demand for labor to meet the needs of 
the defense program will occur during the next fiscal year. It will be 
felt particularly beginning in the late summer or fall of this year. By 
the end of 1952 our estimates indicate that defense needs will require 
over 7 million more men and women than at the beginning of this 
year. Shortages in critical materials will probably result in curtail- 
ment of employment on civilian goods, particularly in durable goods, 
of more than 3 million. These workers will be immediately available, 
in most cases without changing jobs, for defense production. Unem- 
ployment can be reduced somewhat further from the present level of 
1.7 million, but more than 3 million of the additional defense re- 
quirements must be met by additional entries to the labor force. To 
meet present defense schedules, most of this expansion mnst be ac- 
compppned within the coming fiscal year, and a substantial part by 
this December. 

This growing defense demand for manpower will lead to growing 
stringencies in a large number of labor market areas. In-migration 
of workers, where needed, will be difficult where housing is short. 
In this connection, effective rent controls will lessen this difficulty, 
as will other programs recommended by the Administration, such 
as those embodied in the Defense Housing Act for providing defense 
housing and essential community facilities. 

The ‘Department's efforts to date in the manpower field have been 
directed in considerable part to strengthening the services of the 
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public employment offices in order to facilitate recruitment and place- 
ment, and to creating management-labor committees for effective co- 
operation, together with defense procurement agencies, in the local 
communities. 

Perhaps the most difficult aspect of the manpower problem is that 
of shortages in particular skills. Accordingly, the Department is 
placing major emphasis on the promotion of increased and effective 
worker training. Fifty-eight occupations and related jobs requiring 
2 years or more of training, for which there are immediate or fore- 
seeable shortages, have been placed on the critical occupations list. 

Great as the need for additional workers will be in the coming 

ear, I am confident that the manpower needs for defense can be met. 

This task of mobilizing manpower for defense can be made more 
difficult or more manageable by the degree of success of the defense 
production and stabilization programs. For this reason and the other 
vital reasons I have already discussed with you, I cannot urge too 
strongly the importance of the adoption of the amendments to the 
Defense Production Act recommended by the President. 

The Cuatrman. Mr. Secretary, on page 4 you state that in the 
8 months following the Korean outbreak wages had gone up 8 percent. 

Secretary Tostn. No; the cost of living. 

The Cuarrman. No; you said wages rose 8 percent, and wholesale 
prices, which are more sensitive to changes in the prices of basic 
commodities, rose 15 percent. 

Secretary Topin. Yes. 

The Cuartrman. The 8 percent, of course, was the cost of living? 

Secretary Toprn. Yes; at the retail level. 

The Cuarrman. Rents and everything else, I presume, so the 15 
percent would naturally be, as you say here, wholesale prices. 

How much did wages go up? Do you have any record of that? 

Secretary Tosrn. I do not have a study of it with me but I am cer- 
tain that the wages are behind the cost of living for that period of 
time. I could get the accurate figure for you, but I think it is in 
the vicinity of 6 percent over all. 

The CuarrMan. I was just curious to know for the record. 

Secretary Tosrn. I can assure you that it is behind the cost of liv- 
ing for that period. 

The Cuarrman. Well, I do not doubt that, but I just inquired if 
we could have that figure, roughly. Could it be obtained? I would 
just like to see what would have happened if we had put controls on 
in October. If you will provide that for the record. 

(The information referred to follows :) 

Consumers’ prices increased by 8 percent in the period from the beginning 
of the war in Korea to the imposition of price controls—as measured by com- 
paring the BLS Consumers’ Price Index for June 15, shortly before Korea, and 
February 15, shortly after the General Ceiling Price Regulation. Generally, 
wages rose less than consumers’ prices during this period, especially in the 
nonmanufacturing industries, 

There is no single figure available for measuring the changes in wages of 
all American workers: The following tables show the variations in wages 
for major groups of workers for which data are available, for the period June 
1950 to February 1951. Table 1 indicates that the increase in hourly earnings, 
including overtime premium pay, in manufacturing as a whole averaged 7.3 


percent over this period. Estimated wage rates, obtained by adjusting average 
hourly earnings to exclude overtime and to allow for the effect that increased 
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employment in higher paying industries have upon the all-manufacturing aver- 
age, rose about 7 percent. 

Table 2 shows changes in average hourly earnings, including overtime premium 
pay, for a broad group of nonmanufacturing industries. With few exceptions, 
the changes in earnings in these nonmanufacturing industries were less than 
in manufacturing, and considerably less than the rise in consumers’ prices. 


TABLE 1.—Percentage changes in earnings and estimated wage rates of production 
workers in manufacturing, June 1950 to February 1951 


Average 
Industry group hourly Estimated 
, earnings! | wage rates? 
MTh RRO. sso eS eee De cadcuacdacbasiaddemecbliweactad 7.3 7.0 
Durable = i cap hcl ilies bie tata dela Niles saiehamaahdan live take yk Spi 7.6 7.0 
SD En one pom. aednnann cage cnegeenatnnticatae sete © 6.8 7.1 


1 Includes effect of overtime premium pay. } 
2 Gross average hourly earnings excluding overtime and interindustry employment shifts. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics. 


TasBLe 2.—Percentage changes in average hourly earnings, specified nonmanu- 
facturing industries, June 1950 to February 1951 


; Average 
Industry group hourly : 
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DIO TI vcthndecbiticccdngucwcciscentacdinctadsusttiehluhapacdes natal uesee 
I nn oncdacptinndeberbemaadhennaa=amdametnsinilis cae daeiuid 
Crude petroleum and natural gas production---....._.......--.-.-------.---------.--.----- 
PCRRUOR TENS ANTI GING GUMAT YING, 5 sion ass hos ie eck cn tind bce inbnccded censd cn ctbnas ta 
CSGURS HII i oS cncinn conan cchccnapadbaksedeusb babel ek ahadenecnd Ali kik 
Cee SN a ii ist bo in stants Sepp ineekp hmwe the Baden ha obyaees (®) 
Is i sablaiieceadh aie kc amiehalaeeiams eed 
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ne I ii Ei sp omits pitta sabibn a dbaigasint acnigiawhimmel euciin Uh tebe ete) 
We I nnn cet cn ectn scr Sanches caemive ine sab chica chalibedhuibh beseadcdtanaiedauda 
I 8 ii ns Lg hitch gt Sis apace abe oeneeidd- Deas todekss hou. abated vagyeees 
I ieee t ee Ries ci ane ae ee 
Laumiries... 25.22.22. ac iuhbicavbénombsrtelakdntibbhsdldesdiibas ihe soassseshactdbduad 
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1 Includes effect of overtime premium pay. 
2 Not available. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics. 


Secretary Tosrn. I have had a spot check made on it, and I have 
not looked at it for about 6 weeks, but I think it was someplace in the 
vicinity of 5 or 6 percent. 

The Cuamman. I thought if there was any record in the Depart- 
ment, it would be of interest to the Senators, and it would certainly 
be of interest to me. 

The other thing you recommend—quite a lot of your statement 
here is devoted to rent control, and I can understand that you would 
support the so-called rent control amendment that the President has 
recommended. 

Have you given any thought to any rent control in defense areas? 
You state that so clearly, where you say on page 12: 


In-migration of workers, where needed, will be difficult where housing is short. 


Has the Department given any study to that type of rent control? 
I am of the opinion certainly we have to have some sort of rent control 
and I wondered if you had given any consideration to some specific 
type other than just a blanket over-all control. 
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Secretary Tosrn. Yes. Under the bill, Mr. Chairman, rent controls 
would be imposed wherever the rent-control director determined that 
they were necessary, and then, once the controls were imposed, the 
local director would be able to raise those rents in the event there was 
an increase in taxes and an increase in maintenance costs and the like. 

The Cuarrman. Those are the recommendations of the President’s 
amendment, but I wondered if any thought had been given to the 
defense areas and to places as you suggest : “In-migration of workers, 
where needed, will be difficult where housing is short.” 

Secretary Tosrn. I cited cities in the main war defense areas where 
we have decontrols—I mean, where the local authorities, either the 
State or the local government, decontrolled them. 

The CHarrman. I noticed those figures that you have, and it is up 
as high as 70 percent, you say. 

Secretary Toprn. You see, under the law as it now exists once even 
the most important defense area has been decontrolled, either by 
local State action or local community action, the Federal rent-control 
director cannot bring that community back under rent control. 

The Cuarrman. That is correct; but they can bring it back them- 
selves. 

Secretary Tornrn. They could bring it back themselves. 

The Cuarrman. Why do they not do it? 

Secretary Tosrn. Well, I do not know why. 

The CHarrMan. It seems to me in some instances they have not tried 
to control it more, because we have looked to the States and the cities 
to try and control it. They are on the spot and they know more of 
what is going on. 

Secretary Tosrn. Senator, I was old enough in the First World War 
to watch what happened. We had to operate in that war without 
rent controls, snd Y was telling them in the Department of Labor re- 
cently that rents increased approximately 180 percent in my area and 
the statisticians and economists thought that I was wrong until they 
looked up the figures. That was the increase that occurred in the 
city of Boston in the First World War because there were no controls 
at that time. 

Any area in which you have defense production, inevitably it is 
going to have an increase in population, and once the demand for 
houses becomes greater than the supply rents are bound to be estab- 
lished by the ability to bid, then you are going to have your rents going 
clean through the roof. 

So I feel the power to recontrol all areas that have been decontrolled 
should be placed in the hands of the Federal Government and that 
then, where recontrol is necessary, the director should place rent con- 
trol into effect. 

The Cuatrman. I can understand that there will have to be some 
form of rent control, because it would be manifestly unfair to control 
manufacturers’ products and raises in prices and everything else and 
leave rents wide open. I was hopeful that you might have given some 
study to the areas where the defense plants and the in-migration of 
workers will be so heavy. 

Secretary Tosrn. You could not spell out that law much better than 
it is spelled out here, because a place that is not defense today may be 
defense 6 or 9 months from now. 
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I think that when you take a look at Birmingham and in a period 
of 9 months the increases on low-income units were 50 percent, and in 
Houston over a period of 16 months the increase was over 50 percent, 
I think that is a perfect example of what aces when you permit 
the law of supply and demand to go uncontrolled 

The Cuarmman. I do not have any further questions. 

Senator Bricker. I have one or two I would like to ask, Mr. Sec- 
retary. _* 

On page 3 you mention that— - 


The most spectacular advances were in those commodities which came from 
the Orient or Pacific areas. 


What do you have in mind there, particularly, outside of tin and 
rubber ? 

Secretary Topry. Tin and rubber, and you would not say that wool 
came from the Orient, but it comes from Australia, just south. 

Senator Bricker. Are those increases weighted in your estimates 
of increase on the next page, the prices of basic commodities rose 15 
percent in the same ao 

Secretary Tonrn. Yes. They would be reflected in wholesale prices 
and in spot prices on the commodity exchanges,-which have the big- 
gest increase, the 50 percent. Tin is on the commodity exchange, 
wool is on the commodity exchange, and rubber is on the commodity 
exchange. They would be reflected both ways. 

Senator Bricker. That brings me to the next question, as to whether 
or not the commodity exchange prices affect the retail prices substan- 
tially in the long run? 

Secretary Tozsrtn. In the long run, inevitably they do, because your 
commodity exchange prices then become your market prices, and those 


are the press that the producers of consumer goods have to pay, and 
] 


eventually that would come through the pipeline and the consumer has 
to pay it at retail levels, so they definitely do have a direct. bearing. 

enator Bricker. You think there is a direct relationship between 
the commodity exchanges and the retail prices? 

Secretary Tosrn. Yes. 

Senator Bricker. The reason I asked that was that the Joint Com- 
mittee on the Economic Report inferred that they could not deter- 
mine there was a releiionse 2 what it was in the long run. I am 
really just trying to find out the fact. 

Secretary Tosrn. You take a woolen suit. If the cost of wool has 
gone up 100 percent, naturally that is going to be reflected in the 
cost of yard goods, which in turn is going to be reflected in the cost 
of the woman’s or the man’s or the child’s suit. 

Senator Bricker. How do you account for suits going down? 

Secretary Toptn. They are going down from the higher level. It 
happens there was such heavy purchasing of hard goods, like refrigera- 
tors and automobiles, on a time-payment basis last fall that I think the 
purchasing power of the people for soft goods decreased. Probably 
the clothing manufacturers overestimated the prospective market 
and the retailers overestimated the prospective market and, as a result, 
price reductions for some commodities are taking place in great many 
areas of the country. 


yee Bricker. It is an inventory situation more than anything 
e 
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Secretary Tost. I would say it isin the main an inventory situation. 

— RICKER. But there is not a basic supply increase that would 
justify it 
eorsbany Tostn. No, and that inventory situation will be cleared 
up, and the moment that the inventory situation is cleared up, then 
you will have all these inflationary pressures again. 

I pointed out in the statement that we are down to 1,700,000 unem- 
ployed. That is pesveenlly full employment. Our people feel it 
would be almost an impossibility to get below 1,500,000, unemployed. 
We have 60,000,000 more people working than in World War ti when 
the figures show around 600,000 unemployed at onetime. We feel that 
if we could get to 1,500,000 with 63 or 64 million people working— 
that is just about as low as we can possibly get. 

Senator Bricker. You will furnish, then, for the committee the in- 
crease in wages in the 8 months between Korea and the imposition of 
controls? 

Secretary Toprn. Yes, we will. 

Senator Bricker. And could you furnish us, also, the increase in 
prices and wages since the imposition of the general price regulations? 

Secretary Toprn. Yes. 

Senator Bricker. Up to your latest date. 

Secretary Tosrn. We will try and work out a table that will parallel 
the two progressively. 

Senator Bricxer. I think we would like to have that. 

en Frear. Why not give a comparative basis with pre-Korea 
too 

Secretary Torry. I think it would be a good idea to go back about a 
year and carry you up as near as we can to date. 

Senator Bricker. I think that would help us tremendously. 

(The information referred to follows :) 


Percent changes in earnings in manufacturing and for specified nonmanufacturing 
industries, January 1950 to February 1951* 


Average hourly earnings ? 


January 1950 June 1950 to | January 1950 


February | to February 
to June 1950 1951 1951 


—_———— 


All manufacturing 
Durable 
Nondurable goods . 
WE os ii <b ase cep awae-aehs-secens sas 
Anthracite mining 
Bituminous coal mining 
Crude petroleum and natural gas production 
Nonmetallic nines and quarrying 
Contract construction 
Class I railroads ; 
Local railways and bus lines 
Telephone 
Gas and electric utilities 
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1 Data refer to pay periods ending nearest the 15th of the month. Data for June 1950 and February 1951 
are taken to re’ nt, respectively, the pre-Korea situation, and the beginning of wage and price controls. 

1 Includes effect of overt premium pay. 

* Not available. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics. 
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Percent changes in price indeves, January 1950 to May 1951 


January |Pre-Korea| January | January 
to 1950 to Pre-Korea| GCPR ! 


to 1950 
GCPR'!|GCPR!| latest | % latest | to latest 


Index and group 


DAILY INDEX OF SPOT MARKET PRICES 
All commodities 

Foodstuffs 

Raw ind 
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Textile products 

Fuels and lighting materials 
Metals and metal products 
Building materials___..._......... 
Chemicals and allied products... 
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CONSUMERS’ PRICE INDEX 
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1 General ceiling price regulation effective Jan. 26, 1951. 


? Includes hides and leather products, housefurnishings, and miscellaneous not shown separately. 
3 Estimate for Apr. 30, 1951. 


Dates used: 


Daily index Jan. 2,1950 | June 23,1950 | Jan. 30,1951 | May 8, 1951 
\  g ee! Jan. 3,1950 | June 27,1950 | Jan. 30,1951 | May 8, 1951 
Jan. 15,1950 | June 15,1950 | Feb. 15,1951 | Mar. 15, 1951 


January 1950 Pre-Korea GCPR Latest 


Source: U. 8. Department of Labor, Bureau of Labor Statistics. 


Secretary Topix. These wage rates are usually, I mean computa- 
tions, are usually some months behind. We probably could not go 
beyond January or February, except in manufacturing. 

The Cuarrman. That would be very valuable to us. 

Senator Bricker. You mentioned since the imposition of these reg- 
ulations that both your retail and your wholesale price indexes showed 
a declining increase or a retarded increase, and that on the commodity 
exchanges there was a decrease during that same period of about 1.5 
percent per week as compared to before controls. Do you think that 
that decrease is the result of your regulation or the indirect result of 
the slackening increase in your other prices? 

Secretary Tosrn. The Ops regulations, of course, have played a 
very heavy part in the stabilizing of prices. Please remember, how- 
ever, that the commodity exchanges are very volatile. You can see 
that since Korea, prices there have gone up 50 percent on the average. 
After all, it was about time that they took a turn down, but then again 
they might take a turn up again in the future. 

Senator Bricker. You mentioned the Christmas buying of this 
pest Christmas. Was that any greater in ratio than the Christmas 

uying of a year before? 
ecretary Tosrn. Yes; it was. 





octane e+ 


NON oo 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 159 


Senator Bricker. You think it was? 

Secre Tosrn. Yes. 

Senator Bricker. And that was still built upon a continuing scare 
buying, in a way? 

Secretary Tosrn. It was based on scare buying and based on a much 
greater purchasing power in the hands of the American people as a 
result of the tremendous increase in national income. 

Senator Bricker. At the top of page 6 you mention : 

Since the initiation of price control in January 1951, the scare buying and 

inventory purchases appear to have been substantially stopped. 
Then you mention the causes: price controls, the apparent availability 
of goods, the psychological factors, and the imposition of credit con- 
trols by the Federal Reserve Board at consumer levels, and the com- 
mitment of the consumers’ purchasing power to durable goods and 
long-term payments. 

Which o you think is the most important; which has had the 
greatest impact upon prices? 

Secretary Toprn. Probably the fact that almost everything the 
people wanted to buy they found in full supply and the shortages 
that they expected did not occur, plus the fact that they had been 
purchasing at a terrifically high level from Korea right up to that 
time. I would imagine that as a result they have stored shoes, 
they have stored clothing, they have bought television sets, they have 
bought refrigerators, and the like, many of them on time payments. 
So probably the fact they had overextended their credit and the 
greater part of the weekly pay envelope was going for time payments 
would be the second cause. 

Senator Bricker. The bs ychological factor did play a big part in it? 

Secretary Torrn. Oh, elinitely. ; 

Senator Bricker. Of course, if that is true, those prices are not 
really an evidence of inflation so much as they are a temporary fluc- 
tuation of prices due to other factors, when you consider the real 
vause of inflation, which is not enough goods for the money in circu- 
lation or money available. 

Secretary Tosrn. Sey there was money enough, because 
these inventories were built despite these tremendous purchases. 

Senator Bricker. But not at the consumer level. 

Secretary Tosrn. Well, your retail sales for the year 1950 were the 
highest ever on record, so that indicated that the people did purchase 
tremendous quantities of goods and had stored up as well—you had 
anticipatory buying, not only on the part of manufacturers and on 
the part of retailers, but also on the part of the buying public; at 
every level of the economy. 

Senator Bricker. You mentioned on page 7 that inflationary pres- 
sures would be renewed as defense expenditures rise. Will that be 
true, necessarily, if you collect in taxes the total cost of your program ? 

If all of the money the Government spends on defense, on arma- 
ments, if that is collected in taxes, is it necessarily true that the in- 
flationary pressures will arise? 

Secretary Toprn. If the Congress will collect a comparable in- 
crease, that would have a great retarding effect. 

Senator Bricker. Would it not nullify it? 

Secretary Tosrn. It would equalize it out. 
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Senator Bricker. That is what I felt. 

Secretary Tostn. Providing that whatever expansion there was in 
the Federal expenditures, there was likewise an equal sum taken back 
in taxes, but for every dollar you fail to take back in taxes there will 
be that much of an inflationary pressure. 

Senator Bricker. There is no question about that. I agree with 
you entirely. 

Then, of course, there are other temporary measures that could 
be used, such as control of credit, already in the hands of the Federal 
Reserve Board in many, many fields, and the amortization of the debt 
has an important bearing upon it, and I think that is more or less 
stopped, although Mr. Wilson told us they would not have the report 
of the ad hoc committee until, I think he said about 10 days, which 
I believe will have an important bearing upon that aspect, and if they 
carry out the program which I feel is necessary I do not think there 
will be the danger of inflation, providing we do collect in taxes the 
amount of money that you spend and we can hold the thing pretty 
well in line. 

Now, there are two or three other questions: In talking about rent 
control, rent is a substantial factor in the cost of living, of course. 
How is it in ratio to the cost of food and clothing? 

Secretary Tostn. Rents, I believe, run in the vicinity of about 11 
percent of the total. It is a little less than clothing and about a third 
as much as food. Around 11 percent of the total dollar goes for rent 
and food would be around 35 percent. 

The Cuarrman. And 13 percent for clothing? 

Secretary Tosrn. About 13 percent, approximately. If you want 
that breakdown, we will give you the percentage breakdown. 

The Cuarrman. I think you should furnish that for the record. 

‘Secretary Tosrn. I will be glad to, Mr. Chairman. 

(The information referred to follows :) 


Consumers’ Price Indea, relative importance of major groups, March 1951 


Fuel, electricity, and refrigeration 
Housefurnishings 
Miscellaneous 


Senator Bricker. You mentioned here the increase in rents in those 
communities where rent control has been removed by local authorities. 
Have you the ratio of increase in wages and the increase in rents in 
those areas between, say, 1941 when rent control was imposed and at 
the present time? 

Secretary Tost. I will provide as much of that information for the 
record as possible. 

Senator Bricker. I would like to have that to see whether the in- 
crease in rents has been out of proportion to the increase in wages and 
the increase in other prices. 
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(The Department of Labor furnished the requested data on increases 
in rents. They are inserted on p. 172. The Department advised that 
wage indexes for individual cities were not available on a continuous 
basis. _Wage indexes on a national basis were furnished for a number 
of industries. They are inserted on p. 164.) 

Secretary Tosin. Of course, there is a difference in rents. You have 
a capital charge for the construction of your building. In 1949 it 
had a certain capital value; whereas, you have a different situation 
in that which you are producing from day to day. Anyone who buys 
a piece of real property at the time when ceiling prices are on will 
buy it with his eyes open as to what he is buying, and he will pay a 
price that will give him a fair return. With greater justice and equity 
you can establish rent controls without doing an injustice to the 
people who are the holders of the real property. 

Senator Bricker. Of course, what you do is just deprive him of 
the increase in value of his property due to the adulteration of the 
dollar that has been going on constantly during that interim period. 
You say to him: “You have this property but you cannot get any value 
out of it due to the dollar depreciation or the increased value of other 
products.” 

Secretary Tosry. That is one of the very essential controls that we 
have to put on in times of dangerous prospective inflation if we want 
to come out in the end with a strong private-enterprise economy. We 
just have to go ahead and stop this wild inflation, which could be one 
of the greatest contributing factors to the destruction of the private 
enterprise economy. 

Senator Bricker. All I want to do is preserve all segments of our 
society as well as any one segment, and I think they all ought to be 
terated fairly in any inflationary program. If we are going to curb 
inflation, let us do it with equity as among the various groups. 

Secretary Tostn. I believe there should be equity, and under this 
law there will be that equity, in that rents will allow for increased 
expenses in the operation of a property. 

Now, we all dislike Government controls of any type or character, 
but when you get into a major all-out effort such as we are in at the 
present time, we have to submit to those controls if we want to stop 
the dangers of inflation. 

Senator Bricker. It has been the history of rent control, and I think 
it has been proven on the record time and time again by this com- 
mittee, that the imposition of rent controls really curbs the building 
of rental property. Would you agree with that? 

Secretary Ponte I would agree. 

Senator Bricker. At page 12 you talk about the need for housing 
for “in-migrant” workers. If you do impose rent controls there, you 
are going to reduce—it may not be immediately—but you are going 
to reduce the building of rental properties in those communities as 
well as any place else by private capital and you will have to revert, 
then, to Government housing, if you really put on too stringent a 
rent control. 
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Secretary Tosry. No. Of course, a reasonable rental is going to be 
allowed that would give the person who builds the property—I think 
the Congress has written very liberal legislation to encourage the 
building of private homes through very generous loan provisions, and 
then the establishment of rents that give a man a fair return for his 
investment. 

Senator Bricker. Of course, recently, when the great building boom 
has been on, by Government credit assurances and guaranties, those 
have not been subject to rent control or aré not now. If they had been, 
I doubt very much if we would have gotten the increase in rental 
property we have had. It has been considerable; there is no question 
about it. But I think the Government program, even though it was 
inflationary, as we all recognize, did get houses built and that was the 
primary purpose of it. 

Secretary Tosrn. I would say that it would in no way interfere 
with the building of single-dwelling units. I was thinking of multi- 
ple-dwelling units when I said it might. But in view of the fact that 
any prospective builder is able to procure federally insured loans for 
up to 90 percent of the prospective cost and he then can go to the 
rent-control director and determine in advance the rents that he is 
going to get, and good common sense would direct that the rent di- 
rector establish rents that would give him a reasonable return in order 
to induce him to build; the retardation would not be great. I agree 
there would be a partial effect, but I do not think a very great one. 

Senator Bricker. Of course, I grant you it is necessary in time of 
war, and we do not have peacetime now. But in peacetime what you 
do with rent control is in the nature of charging property with the 
public interest and make it really a utility, in a way. 

Secretary Tosrn. You have to control a great many phases of the 
economy. Here we are at the present time taking every manufacturer 
in the country and saying: “This is the maximum price you can get 
for this product.” The same to the worker : “This is the ceiling which 
you are going to have on your wages.” And I think that by the same 
token the people who own real property of a residential type have to 
submit to the same economic control. 

Senator Bricker. I grant you in time of war there is no question 
about that and I would not even argue with you, but during the time 
when wages have been free to go up, when the manufacturer had no 
restriction upon his profits, and they have been great, during that 
whole time you have had rent control imposed upon people who own 
a little ere of prey and during that period there has been in- 
equity that has accumulated, and you certainly do not solve it, you 
certainly do not do justice by continuing the inequity which has taken 
place over those years. 
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My contention is in the imposition of rent control—and it may be 
necessary now ; I think it may be in the defense areas, especially where 
the Government is putting up atomic-energy plants and things of that 
kind—there must be taken into consideration the present value of the 
propery and the adulteration of the dollar that has been going on, 
the depreciation of that dollar. If it is not, you just simply place a 
greater burden of this whole war effort upon the people a are try- 
ing to save a little bit of money and buying a home for rental purposes. 

As I said earlier to Hr. Wilson, I am not interested in the big- 
property owner, the big apartment-house owner. He can take care 
of himself. He has the contacts, he has the lawyers, he has the ac- 
countants, who can work out his problems. He has been doing pretty 
well. 

But it is that poor little fellow who cannot hire a lawyer, who has 
one house for rent—and more than 50 percent of the units are owned 
by people who only own one rental unit—it is that great class of people 
that I concern myself about, because I have always felt that my coun- 
try is doing justice among all people, among all classes; even though 
a man has worked hard and tried to save some money for his needs in 
his old age, he ought to be taken care of by his Government and pro- 
tected by his Government on an equal plane with every other segment ; 
the wage earner, the manufacturer, the investor, and so forth. ‘That is 
the thing that I am seeking and I think the rest of the committee is 
trying to seek an equitable solution to that problem which has been 
intensified throughout the years. 

Mr. Chairman, there is one thing here that I would like to submit. 
I do not have time to go over it thoroughly. This is from the Eco- 
nomic Indicators of April 1951, prepared for the Joint Committee on 
the Economic Report for the Council of Economic Advisers. 

On pages 10 and 11 we have charts. If we could make these a part 
of the record— 

The Carman. Well, we could, but I think what you asked for 
would be a lot better than this. 

Senator Bricker. That is right, because it would give us the very 
problem. 

The Cuarrman, For pre-Korea as well as the other 8 months. 

Without objection, pages 10 and 11 of the Economic Indicators of 
April 1951 will be made a part of the record. 

(The information referred to follows :) 
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AVERAGE HOURLY EARNINGS - SELECTED INDUSTRIES 


Hourly earnings in durable-manufacturing industries increased over 1% cents in February, while earnings in nondurable 
manufacturing remained the same. When adjusted for price changes, both dropped. 









i ioreagaa 
heme tn oe 


‘© CURRENT DOLLARS DIVIDES BY CONSUMERS’ PRICE INOEE OM BASE OF 1950+/00. BATA FOR IDES AND 1949 HOT STRICTLY COMPARAGLE WITH 1950. 
SOURCE: OEPARTHENT OF LapeR 
{Production and related workers in selected industries} 


All manufscturing| Durable goods | Nondwteetme 





Period 










Cc t} 1950 |Current; 1950 | Current] 1950 |Current} 1950 |Current; 1950 
dollars dollars | dollars'| dollars | dollars * 













1939 monthly average. ____- $0. 633 | $1. 090 | $0. 698 | $1. 201 | $0. 582 | $1. 002 (@) @) ® @) 
1943 monthly average. ..... . 961 1. 331 1.059 | 1.467 -803 | L112 @) @) g @) 
1946 monthly average _ --..- 1.086 | 1.334] 1.156] 1.420] 1.015] 1.247 (?) @) @) 

1947 monthly average... .... 1.237] 1.330] 1.292} 1.389} 1.171] 1.259 @) @) $1. $1, 085 

1948 monthly average......| 1.350] 1.350] 1.410] 1.410{ 1.278] 1.278 | $1. 848 | $1.848/ 1. 1: 088 

1949 monthly average......| 1.401] 1.430] 1.469] 1.499 | 1.325} 1.852] 2935 1.974] 1.187 1. 160 

1950 monthly average 3____. 1.463 | 1.463] 1.533] 1.533] 1.376] 1.376] 2027| 2027) 1174 1. 174 

1950: January , 1.450] 1.485] 1.518] 1.343] 1.373] 1.976} 2.020| 1.153 1. 179 

1.453} 1.483] 1.518] 1.350] 1.382] 1.988 | 2035 1.145 1, 172 

N 1.453 | 1.486} 1.516} 1.353 | 1381] 1,995} 2036) 1.148 1.171 

1.463 | 1.499] 1.530) 1.355] 1.383] 1.986 | 2.027] 1.156 1. 180 

1.464 | 1.509] 1.532] 1.358] 1.379] 1.998] 2.028] 1. 162 1. 180 

1.468 | 1.522] 1.537] 1.365] 1.379| 1.995] 2015] 1.175 1, 187 

1.461 | 1.583 | 1.531 | 1.375 | 1.374] 2.006] 2.004] 1.189 1, 188 

1.451] 1.539] 1.525| 1.374] 1.362] 2.021 | 2.003] 1.192 1, 181 

1.456 | 1.562] 1.537] 1.379] 1.357| 2.067} 2.034/ 1.200 1, 181 

1.468 | 1.577] 1.543] 1.404] 1.374] 2082] 2.037] 1.199 1. 173 

1.476 | 1.587] 1.547] 1419] 1383] 2093] 2,040] 1,198 1, 168 

1.483 | 1.617] 1.555] 1.443] 1.388] 2116] 2035] 1.176 1. 131 

1951: 1.471 | 1.627] 1.541] 1458] 1.381] 2134) 2021] 1.230 1. 165 
1.462] 1.644] 1.538] 1.457] 1.363 (?) @) @) ?) 





















1 Current dollars divided by consumers’ price index on base 1950=100. Data prior to January 1980 were divided by the unrevised index for 1950 and subsequent 
Gate by the revised index for 1980. See note | to table on p. 3. ® 

* Not available. 
9 Preliminar: 


Soures: Department of Labor, 


Secretary Tosrn. Senator, I would like to make this observation and 
say that the alternative to rent control—and rent control is not rent 
freezing—is to permit the law of supply and demand to operate. 

The Cuarrman. We never got around to the law of supply and 
demand. I mean even with the magnificent job that was done in the 
building of homes here since the war, we got so far behind that we 
never caught up. Maybe if we had 2 or 3 years more of a million and 
a quarter or a million and a half units, we might catch up. 

Secretary Tosrn. I would like to cite the historical development of 
my native State of Massachusetts in the First World War. 
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AVERAGE WEEKLY EARNINGS - SELECTED INDUSTRIES 
Weekly ings in eres manufacturing by over $1 in February, chiefly because of a 


industries increased by 
longer eek. increase wos about 20 cents when adjusted to the 1950 price level. _ In nondurable industries, 
earnings decreased slightly as the workweek was shortened. 
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CURRENT DOLLARS DIVIDED OT CONSUMERS’ PRICE WOEE ON BASE 1950+ 100, DATA FOR 1948 AND 1949 HOT STRICTLY COMPARASLE BITH 1950. 
SOURCE: CEPAATEENT OF e808. 


Nondurable goods Building 
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1950 |Current} 1950 (|Current 1950 
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1947 monthly average 
1948 monthly average 
1949 monthly av. 
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ry estimates. 
Source: Department of Labor. 


We had a Necessities of Life Commission that started reporting 
on the housing situation in the State in 1918. They made the predic- 
tion that we would come into balance in 1920. In 1920 they made the 
prediction we would come into balance in 1921. In 1921 they threw 
up their hands and they said it was hopeless and they did not know 
when we would come into balance, and we came into balance in 1922. 

I lived in an area in which the average rental for a three-decker 
house was $15 a month, just at the start of the First World War. 
By 1920 those rents had gone to $45 a month, over 200 percent increase 
in the meantime, and I can tell you great economic distress came to 
the people who lived in the area. 
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I agree with you, Senator, whenever we put on controls it is never 
completely equitable or never completely just. On the one hand, you 
have this slight interference, I will say, with the operation of private 
enterprise which we have to do to all phases of the economy in emer- 
gencies such as we are in, or the other alternative is wild and uncon- 
trolled inflation. We have to take our choice, and I think we will all 
agree that controls are better than wild and uncontrolled inflation. 
That is the alternative. Nia 

Senator Briexer. All I seek is that there might be equitable controls 
and there might be some consideration given to this group that I was 
talking about that had not been equitably treated in the interim, be- 
cause there has only been about a 15- or 20-percent increase, maybe a 
25-percent increase, in rentals on those single units of this 50-percent 
ownership, or, say, 82 percent which own four rental units or less. 
During the interim, when wages have been going up tremendously and 
prices have been going up enormously and at a terrific rate, that fellow 
has been deprived of that equality of opportunity either to get the 
value of his property if he wants to sell it, due to the increased value 
of other things, or to get a return upon the value of that property if 
he wants to hold it. 

Secretary Tonrn. Of course, they did get another economic benefit. 
They were running a very low percentage of rentals, vacancies were 
running quite high in multiple-dwelling units and a great many singles 
before the last war. 

Senator Bricker. That has been true in the big tenement apartment 
10uUses. 

Secretary Tosrn. Then came the time when they were filled to 
capacity, which was one of the factors that contributed to a much 
better return for those who had money invested in those properties. 

Senator Bricker. That was particularly true of the big apartment 
owners, but it does not apply with equal impact to the individual who 
owns one apartment or something like that, or a two-family house. 

Secretary Tostn. Well, you see what has happened in Houston, 
where you have a greater than 50-percent increase in the average rental 
in a period of 18 months. You can appreciate what would be 
happening 

Senator Bricker. That involves 11 percent of the cost of living. 
Fifty-nine percent since the war; add to that the 15 percent that might 
have been added before rent controls were taken off, and there you 
have yet not nearly approached the increase in wages or the increase 
in prices of other commodities, food, for instance, which takes up 
much more of the cost of living, or in profits, even to the investor, and, 
certainly, profits to industry generally. 

The Cuarrman. Any further questions? 

Senator Frear. Mr. Secretary, 1 am a farmer. 

Senator Bricker. And a good one. 

Senator Frear. And one question pertaining to the farmers is, What 
is the average hourly return to a farmer operator at the present time, 
do you know, per hour? 

Secretary Topix. You mean a farmer only? 

Senator Frear. Where the farmer lives on the farm and owns and 
operates it. 
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Secretary Toxrn. Statistics of that kind for a farmer-owner prob- 
ably might be found in the Department of Agriculture. No; 1 do not 
have such figures. 

Senator Frear. The figures that came down, and I assume they 
came from the Department of Agriculture, it was about 58 and a frac- 
tion cents an hour. 

Secretary Tosrn. There are many factors that would have to enter 
into that. That probably might include the housewife and probably 
included the children on the farm. 

Senator Frear. No, sir; that is the one man; that is the one man of 
the family. If his children worked and were given any compensation 
or were not given any compensation, that was out, but that is the 
farmer-owner-operator figure. 

Senator Bricker. If I remember it, Senator, if conditions have not 
changed, that farmers’ children are not paid very high. 

Senator Frear. I doubt if they were paid anything, as far as that 


oes. 

Secretary Toprn. The figure seems to me to be so extremely low 
that the only way I could figure it would work out is that they prob- 
ably took the total man-hours the members of the family would work 
on the farm and divided it into the total net income of the farm for 
the year. 

Senator Frear. I could have been ill-advised or misinformed. I 
am not attempting to give any misinformation but I may be. 

There has been a lot of talk about this cost of living we have been 
talking about which is running now between 35 and 40 percent of the 
workingman’s dollar that goes for food. A loaf of bread now costing 
16 cents, if the farmer gave his wheat to the miller it would still cost 
that same fellow 13.4 cents a loaf. A can of pork and beans that he 
buys at 16 cents, if the farmer gave the beans and the pork it would 
still cost him 14 cents; tobacco, cigarettes, for instance, a 20-cent 
pack of cigarettes, if the producer of tobacco gave him tobacco it 
would still cost him 17 cents; a $50 wool suit would cost him $40.50. 
So the increase over what the farmers get—and they are talking about 
the Brien of food, and you mention very specifically on page 8, “to 
stabilize the prices of agricultural commodities,” it looks to me like the 
poor old farmer, although I have heard and read reports at times 
that he is doing pretty well here lately, I do not know as that bears out 
in all instances. So that that little part that the farmer gets out 
of the retailers’ dollar and the increased cost of living is almost in- 
significant, that is, by percen it is. 

ecretary Tosrn. When I said “stabilize,” and what I had in mind 
under the program, instead of having parity established every month, 
you are going to establish parity at the start of the crop season which 
will contribute to stabilization. That is what I meant by what I said. 

The Cuatrman. The statistics all show, as the Secretary knows, 
that the only income in America that has consistently gone down over 
the period of the last 5 years has been the farmers’ income. I will 
agree with you that labor has not kept up with the price of food that 
they have to buy in the store. Nevertheless, I think you will agree 
with Senator Frear from the statistics we see here that the only people 
whose income has gone down has been the farmers, because of the 
lack of crops, of weather, disaster to crops, and so forth and so on. 
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The — the laboring man has to pay for food, the farmer does not 
get, 
it. 


r. Secretary. I think you know that. That is the tragedy of 


Senator Frear. I think that is what I was trying to bring out. 

Senator Scuozrret., Will the chairman and Senator Frear yield on 
that point? 

The Cuarrman. Yes. 

Senator Scuorrre.. I think you will find that as a result, the gap 
between the farm and the nonfarm income has certainly widened 
between 1947 and 1950. The farm operator’s income fell 27 percent 
from 1947 to 1950. Despite that drop the national income increased 
over 16 percent. You cannot laugh off that situation, and it is just 
hard, cold facts. 
eee Frear. I am glad to have it in the record, Senator Schoep- 
pel. 

On page 7, Mr. Secretary, in the second paragraph, you say: “I 
mean all prices.” 

Can I infer from that that you mean 100 percent controls over our 
economic life? 

Secretary Toprn. Yes. If prices are not held down, and I mean 
all prices, the value of the tax dollar dwindles. That means that all 
prices will have to be held down and every phase of the economy will 
have to share in the event that we are going to stop this inflation. 

Senator Frear. That answers the question. 

On page 10 you cite—— 

Secretary Tosrn. Of course, if one phase gives, then you have to 
permit other phases—— 

The Cuarrman. That is what happened around here between Sep- 
tember and the 25th of January. 

Senator Frear. On page 10, on rent controls, on the 10 of the 34 
large cities, do you have any figures on cities like Chicago, New York, 
Philadelphia, Boston, and so forth? 

Secretary Tosrn. You have rent control still in existence in all of 
those cities and the average increase nationally, I think, would be 
around 3% percent from 1949 to early 1951. There has been an easing 
generally, all the way along the line. 

Senator Frear. That is by local control? 

Secretary Toptn. No; by Federal control. 

Senator Frear. Is not New York City locally controlled ? 

Secretary Tosrn. New York City is federally controlled and locally 
controlled on business properties. It is only a few areas in the coun- 
try—— 

Senator Frear. Residential is still Federal ? 

Secretary Tosrn. Yes. 

Senator Bricker. Are there any places in the country that have 
Federal controls? 

Secretary Tosntn. Wherever you have business controls over the 
country it is a result of local, State or municipal laws. 

The Cuarmrman. Have you made an extended study of that control 

Senator Frear. In New York especially ? 

Secretary Toprn. No, I have not, Senator. 

The Cuatrman. The reason I asked that was it was said the com- 
mittee had decided not even to listen to commercial rent controls. 
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The committee took no such attitude at all. The committee took the 
attitude that they would be glad to welcome any briefs pro or con on 
the situation concerning commercial controls, with the understand- 
ing that when we got through the bill, that is, the amendment as it is, 
except that one, that they would then call witnesses if and when the 
committee met and decided to do so, but that was just thrown out the 
window the way I read it in the papers. So if you have anything you 
would like to file on it the committee would be glad to have it filed. 

Secretary Toprn. Thank you. 

The Cuarrman. I am very frankly one man on the committee that 
knows nothing about commercial rent control, and I do not know if 
any of the committee members know anything about that. 

enator Frear. But New York is not controlled either by local 
or State government? 

Secretary Tostn. Yes. You havea rent control on residential prop- 
erty, and you have State control for business property. 

enator Bricker. Could you clear the record up a little bit on that? 

Mr. Van Veen. Yes. Henry Van Veen, office of Housing Expediter. 
Under the last Federal act it provided that a State might assume 
controls if it desired. On last May 1, New York passed a statute 
authorizing the taking over of the controls, and residential rent con- 
trol in New York is at the present time under a, State act. 

Senator Frear. One more question, Mr. Secretary. On page 12, 
near the bottom of the page, the second paragraph there: 


Unemployment can be reduced somewhat further from the present level of 
1.7 million— 


as you have amplified it a few moments ago— 


but more than 3 million of the additional defense requirements must be met by 
additional entries to the labor force. 


Do you have any figures as to how much of that could be women 
workers ¢ 

Secretary Torry. To begin with, you will have a normal growth of 
approximately 1,000,000 entering the work force from the schools 
and colleges of the country. Of the remaining 2,000,000 the bulk of 
them would be women, probably over 50 percent of them. More than 
a million would be women—over a million of the remaining 2,000,000 
would be women who are not now in the work force who would come 
into the work force, and the remaining group would come from over- 
age workers, workers who are now retired, and the physically 
handicapped. 

Senator Bricker. Does your million estimate of new workers com- 
ing into the market from colleges and high schools deduct the number 
that will be taken into the armed services ? 

Secretary Tosrn. It will be a factor counted in the total. Men 
entering the Armed Forces are considered part of the total labor force. 
Our estimate is that at the present time the normal growth of the total 
labor force would be approximately a million. 

The Cuamman. That is about as many as are coming of age each 
year. 

Secretary Toprn. Yes; the net annual increase in the labor force, 
including both men and women, after allowing for death and retire- 
ment, is about equal to the number of young men coming of working 
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ageeach yearcurrently. One of the unfortunate things that happened 
to us is that back at the start of the last war we had about 1,250,000 
boys reaching 19, 20, and 21 years of age, and unfortunately this year 
we will be down to 1,050,000 18-year-old boys because of the low 
birth rate in 1932 and 1933. 

Of course, you know under the law passed by the Congress there 
has to be an individual consideration by the local selective board in 
each individual case of deferment. ar Te 

The CHamman. But your organization can make a recommendation. 

Secretary Torsry. That is correct. 

The Selective Service strongly urges that local draft boards give 
serious consideration to the taking of men from the farms, but it is 
true, as I say, Senator 

Senator Frear. Is it not also true that when quotas are given to 
the draft board that they have to meet those quotas and in man 
instances they have to go down and take farm workers and this draft 
board, perhaps, and the one across the border may be more fortunate 
and not have to take any farm workers which does work an inequity 
to that classification within that draft board. 

Secretary Toprn. That is one of the inequities that is to be found 
in the Selective Service System. 

The Cuarrman. Any further questions? Senator Sparkman? 

Senator Srarkman. I think I will ask just one question, Mr. 
Secretary. 

As I understand, your recommendation is for over-all rent control, 
to give the President or the Housing Expediter the right to recontrol 
or control any area he sees fit. 

Secretary Tosry. That is correct, Senator. 

Senator SparKMAN. Without regard to whether or not the housing 
shortage or the rent condition is created by reason of the impact of 
the present mobilization program. 

Secretary Tosry. Wherever you would find the housing supply 
available in short supply I would say that the power should be in 
the hands of the Federal Administrator to invoke rent control. 

Senator SparKMAN. Generally ? 

Secretary Tosrn. Generally, sir. Well, I mean by specific area. 

Senator SparKMAN. When I say generally, I mean without regard 
to any movement or migration that may have resulted from the 
present mobilization. 

Secretary Tostn. That is correct. In other words, the power to 
impose rent controls wherever he determined them to be necessary 
in any part of the United States, 

Senator SparKMAN. A minute ago—and I am not sure I understood 
you too correctly—when we were talking about freezing, you said 
something about freezing parity. I thought you said at the planting 
season, or would it be harvesting ? 

Secretary Tostn. What you do, as I understand it under the bill, is 
you stabilize prices at the beginning of the crop season and then I 
would imagine the beginning of the crop season would be at planting 
time. 

Senator Sparkman. I thought you said planting. I thought the 
proposal was the harvest season. 

The Cuarrman. No, planting. 
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Senator Bricker. The main changes would be done once a year 
instead of once every month as you do at the present time. 

The Cuarrman. I cannot agree with the Secretary for this reason: 
The Secretary has made a good presentation and he ‘believes in every- 
thing that he says should be in. I mean if you are going to freeze rents 
and all, which I agree with, you have to treat every body alike. But if 
freeze all these thing parity cannot change. It is automatically 
frozen. 

Senator SrarkMAn. If prices and wages are frozen then parity 
automatically is frozen. 

The Cuamman. Of course. It would be an accommodation to keep 
books and records and that sort of thing, but it would not make any 
difference in the cost the workingman had to pay for his food. 

Secretary Tony. It is vital we keep the consumer 

The Cuarrman. Mr. Secretary, there is a big difference in here 
between what the farmer gets and what the poor hard-working worker 
has to pay for what he gets in the store. In so many places you see 
them. You pick the paper up and you go out on the farm and you see 
crops not even being harvested, yet the. workingman has to go down 
Saturday night and pay some fabulous price for his food. 

Senator Frear. And he does not have any 6- or 8-hour day either. 
I meant that 58 cents an hour includes his overtime 1 ‘ate, too. 

The Cuairman. Are there any further questions ? 

Senator ScHorrret. Mr. Secretary, I would like to ask a few 
questions. 

Secretary Tonrn. Senator, I find that I have here the table of the 
advances in rents in both the controlled and decontrolled cities of the 
country. 


The CuatrMAn, Without objection, it will be made a part of the 
record. 


83762—51—pt. 1——-12 
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(The table referred to follows:) 


Increases in rents in 34 large cities under various stages of rent control as shown 
by Bureau of Labor Statistics rent inderes 
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1 Based on rent indexes for the period 1940-49 revised to include the effect of new rental housing. These 
indexes will be available shortly. 

2 Federal rent contro] instituted beginning in June 1942. 

3 Decontrolled at the end of December 1950. No information available beyond Jan. 15, 1951. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Washington 25, D. C. 


Senator Scuorrre.. Secretary Tobin, I do not know whether you 
agree with me or not, but I am one who believes that in September 
of last year, when the Congress passed legislation for controls, the 
country would have been infinitely better off if the President would 
have moved out and had the boldness to face the issues at that time, 
and we would have eliminated a lot of difficulties in the inflationary 
picture that we now find. Do you agree with me on that, generally’ 

Secretary Torry. I do; but the Chief Executive found it extremely 
difficult. I think he interviewed 25 men to take the post, and there 
were some difficulties in the existing law. You remember Congress 
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was in session at that time, and an attempt was made to make cor- 
rections, but one of the great difficulties was the inability to get able 
men to take this post. 1 think the last war was so close to the present 
day that a great many men with ability to handle the job decided they 
were not going to stick their necks out and take such a job. That was 
one of the contributing factors to the delay. o? 

Senator Scuorrret. I wanted to go into that phase of the thing for 
one specific reason. There is one thing I want to clear up for the 
record. When we leave Washington and go back into our respective 
home areas, and people say “Well, how come this and that?” I think 
it is only fair to point out that in September last year we did give 
the mechanics and the machinery, so that therefore Congress did 
not come too far short. There have been some bad phases of it that 
needed correcting, and through orderly process we should do that, 
but by and large we did put at the command of the Chief Executive 
or the departments of the Government the machinery that I feel 
personally we should have moved out on, have eliminated many of the 
existing difficulties. 

Secretary Tosrn. Excepting, Senator, this must be made clear: You 
cannot set an organization of this kind up to contro] the economy 
the moment that the Congress enacts the law. 

Senator Scuorrret. I agree with you. 

Secretary Tontn. It does take some time to establish the machinery, 
and the worst thing that could happen would be to start before you 
are ready to be ‘oh to have some reasonable enforcement in an 
organization that could make the law that was passed by the Congress 
function. 

Senator Scuorrret. We are now facing the adjustments, in this 
over-all, inclusive act that has a lot of amendments in it. When 
we listened to Mr. Wilson, as we did yesterday, I find he goes a tre- 
mendously long way toward controls, and we want to get away from 
it as quickly as we can. 

Now, on this question of price control, and all the incidental controls 
that go along with it, during the period of time when it was not put 
on, the prices of goods went up and wages went up. It was rather 
interesting to note that in June 1950, I think, you will find the hourly 
wage in all industries was $1.453. In February 1951 it was $1.563, 
or an increase there, of roughly, around 714 percent. 

In Mr. Wilson’s testimony yesterday he indicated he was advocat- 
ing ook parity at the beginning of certain seasons of the year, 
rather than on a monthly basis. I do not know how you can do that, 
myself. Maybe it can be worked out, but it is rather interesting to 
note that if we look at the futures market, which is a controlling factor 
in this country the projected or the futures market on grains—I think 
you men in the South in cotton will find that it is quoted below parity 
in all of those figures. It is rather interesting to note it portends 
something that might be ahead of us in the future, which points to a 
lot of difficulties that are going to develop. 

Now, during this period of time, if we follow through on Mr. Wil- 
son’s program, we pass an act to freeze parity, and all those things. 
You are representing labor, an important segment of our country, 
tremendously important. I am wondering if your Department would 
feel as if you should say to your labor groups, “Let us freeze all those 
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wages and all of those agricultural products that labor is involved 
with during the same period of time.” 

I happen to come from a TIDE area, the heart of it. The incomes 
from my farms are going down, down, down even today, and here is 
a cattle-price ceilin put on. 

The Cuatrrman. Will the Senator yield? 

The ceiling price has not been put on. That was the one quarrel 
1 had with them. They are going to roll the price back in October 
starting in May, which I cannot understand. 

Senator Scuorrret. That brings in another factor, that from the 
standpoint of the producer somebody has not thought this thing 
through, and I think you have been a little ill-advised when you figure 
it all the way through. Agriculture ties into food, the cost of food, 
and all those things. Imagine wanting to put ceilings on agriculture. 
You would put the industry in a strait-jacket. I think there has to 
be much thought and consideration given to the inequities that are 
already developing and will develop, and I do not think the problem 
can be solved by the stroke of a pen, by establishing ceiling prices 
and rollbacks, A lot of these factors have to be given pretty careful 
consideration. I, for one, certainly would want to see us, as the 
Banking and Currency Committee of the Senate, look very carefully 
at the attendant difficulties and mislocations and lack of equitable 
adjustments that could follow. 

The Cuatrman, Will the Senator yield? 

Senator Scuorrre.. Glad to. 

The CuHarrman. You come from an agricultural section; a very 
heavy agricultural and meat section. Is it not your judgment that 
the farmer is not going to stand around and hold his cattle and 
oar until October when he has been told the price is going to go 
down ? 

Senator Scuorrren. Already the movement has started. 

The Cuarrman. What I want to get is production, and that is what 
you are for, but to tell a man you are going to put his price down in 
October and here it is May, what is he going to do? He is not going 
to keep the cattle and try to fatten them because the price will not 
warrant it. That is what I am complaining about. 

Senator Scnorrret, And the people up in the Secretary’s good 
State and in Boston, Washington, Philadelphia, and a lot of these 
other places are going to find you are not going to have the poundage 
of meat in the butcher shops because it 1s going to come up short. 
It is bound to come up short. I know what is happening out in my 
area and in the semifeeding areas, yet we are talking here about this 
type of legislation, and getting some encouragement, to go in and 
impose further restrictions. It is not going to work unless we take a 
very realistic look at this thing. Iam not giving you a lecture, because 
you know a lot more about some of these maladjustments than I do 
and than a lot of us here do, but it cannot be solved by a stroke of the 
pen and we cannot, by passing a law, remove these attendant difficul- 
ties when we see the things that are already developing this far ahead 
of time. 

I do want to point out again that there are many factors that 
go into farming that tie themselves into the food side of this thing 
that must not be overlooked. 
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There is one other thing I wanted to ask you, Mr. Secretary, on 
page 9. You have there: 

I further urge the importance of enacting these provisions of the proposed 
legislation which deal with more adequate enforcement of price controls. 

Could you elaborate on that as to what you have in mind by that 
statement / 

Secretary Toptn. Yes. In the law there is a provision in which 
there will be a disallowance of overcharges for tax purposes. If you 
have charged into the costs of operation the manufacture of an item 
of goods bought at overceiling prices, you will not be permitted to 
use the excess over the ceiling price as an expense of the business for 
tax purposes, Then there is the provision for licenses in certain lines 
of business. 

Senator Bricker. Do we not have the power to do that now, the 
Treasury ¢ 

Secretary Tonrn. I do not believe so. It is not in the original law; 
at least, that is my understanding. 

SenatorScnorrrent, You mean the proposed bill ? 

Secretary Tonrn. By the amendments that are before you for con- 
sideration. 

Then, secondly, any purchaser who has paid over the ceiling price 
has a right to sue the individual or firm that has sold him any time 
within a period after the sale and can recover not only the amount of 
money he was overcharged, but three times the amount of money. At 
the present time that is in the law, but there is a provision that he can 
recover—there is a $10,000, well, it is plus $10,000, and the $10,000 
feature has been eliminated and you can now recover in any instance 
up to three times the amount of the overcharge. 

Then there is also a recommendation for licensing features under 
which the price control agency would license firms, and in the event 
that after hearing and warning that they were selling over price, 
they could revoke the license, but there is also the provision for the 
individual or business concern to appeal to the court and the maximum 
period of time a license could be taken away would be for a year. 

Those are the enforcement provisions I had reference to at that 
point. 

Senator Scnorrret. I was curious to know what were the points 
you had in mind there. I think some of these other matters that 
I had marked as I listened to your statement were covered. 

There is one more thing. On page 11, that goes to the decontrol 
matter. I feel pretty strongly that we should go very slowly where 
a State or some local subdivision of the State, has taken some definite 
action. When they have taken that action I dislike very much to 
see us go on record in an over-all sweeping way, depriving those local 
self-groverning units of the handling of their own problem. Neither 
do I want to give the iepromian by granting over-all inclusive au- 
thority and power to the Federal Government, that the folks out in 
the hinterland are not fair and practical and have not just as high 
a degree of consideration for what is going on as the Federal Gov- 
ernment. I think we would do that by giving the Federal Govern- 
ment over-all blanket authority, because I think we would nullify 
something that is very fundamental in this country. 
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Secretary Tonry. Senator, I would say that 90 percent of your 
State was not controlled during the last war, and in the postwar 
period, 

Senator Scuorrre.. That is right. : 

Secretary Tosrn. And I would hope that the Administrator would 
not impose rent controls unless it would be necessary, unless there 
was an unbalance of housing in an area in which there was a greater 
demand than there was a supply. % 

Senator Scuorrret. We would have a situation, obviously, in some 
of these defense areas, highly congested, with new units going in, 
where the influx of Soltsoek would cause matters to get out of 
balance very quickly, but where the State has its own machinery to 
look after it, I would think there would be just as high a degreq of 
responsibility on the part of the State to meet that readjustment and 
put on and revoke controls as there would be on the part of the Federal 
Government. 

Secretary Tosrn. That would be nice if history proved that to be 
true, but history, within the last 18 months proved that not to be 
true on the basis of the communities that I have cited to you. It 
seems to me that if rents go up more than 50 percent in a period of 9 
months, as they did in one city, and as they did in another community 
in 18 months, that there was need for action on the part of the local 
authorities, and they did not take that action. So in those spotty 
sections of the country they are not only contributing to a wild infla- 
tion in the country through an increase in the cost of living, but 
they are likewise unstable and bringing great hardship to bear on 
the people with low incomes, because the bulk of these increases came, 
as I told you earlier, in the low rentals that were started at $30 or 
below, per month. 

Senator Scuorpret. I think that is about all I have to say. 

Senator Bricker. Mr. Chairman; again, you do not take into con- 
sideration the time when you have to, to compare rent increases with 
your price, labor, and business increases from 1941 until the present 
time and not when rent control was taken off. 

Your fundamental premise is just as unsound as it can be, if we are 
going to maintain the American Federal system of government. A 
city is going to do damage to itself if somebody down here sitting 
behind a desk in the Federal Government has got to tell them what 
to do back home. If we are going to maintain freedom in this country, 
we have to have some modicum of local self-government, and for you 
to sit here as a member of the Cabinet and say that the Federal Govern- 
ment has got to say to Houston, Tex., or to Columbus, Ohio, or any 
place else, “You do not know what is good for you and we are going 
to tell you and we are going to show you,” does not seem to me like it 
is consistent with our whole theory of government. For one, I just 
cannot subscribe to it. 

Secretary Tosrn. I think the Supreme Court passed judgment on 
that issue and they have determined, I think, that the founding fathers, 
in their rh ae determined that certain duties would be 
performed by the Federal Government and others could be performed 
Oy the local governments, and as our economy has become more com- 
plicated and we became more interdependent one area upon the other, 
it became necessary for the common good to enact certain regulatory 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 177 


laws that would cover the Nation end to end. Of course, the Supreme 
Court has passed judgment on this issue and they have decided that it 
is in keeping with the Constitution that was written by the founding 
fathers, so that it is basically American on the basis of the decisions 
of the Supreme Court. 

Senator Bricker. The Supreme Court has never said that the Fed- 
eral Government should have the power to go in and tell a local 
community when the Congress has given it the power, that it has to 
reverse its position and that local government cannot maintain, under 
the police power, or cannot support under the police power, the best 
interests of their population. That is essentially what you are saying 
here, and the Supreme Court has only sustained this in time of war. 
Of course, we are in war now, I grant you, and they have perfect au- 
thority for granting the Federal Government such power as this, 
but nevertheless, in doing so, you are destroying the very foundation 
of our whole Federal System which is local government and the State’s 
responsibility. 

retary Tostn. And it is only in case of grave emergency that 
such powers should be exercised by the Federal Government, and it 
seems clearly evident that some of the local communities are not acting 
in the best interests of the common security of us all. 

Senator Bricker. I am going on the premise that they know what 
is better for their community than you could possibly know down here. 

Secretary Tosrn. And in this great emergency it is necessary for 
the pur of stopping this inflation, to have the Federal Govern- 
ment take such action. The moment that we can get back to normal 
times—and given communities are in balance as regards the supply 
and demand of housing, the power to control rents would not be nec- 
essary. Since housing is one of the most essential elements to decent 
living for the American citizen, I think it is a proper field in periods 
of emergency, whether war or postwar, or in such a situation as we 
are at the present time, to exercise such authority. Of course, Sena- 
tor, I might say that the Federal Government cannot do it unless the 
chosen representatives of the people of all those respective areas by 
vote, in both branches and over the signature of the President of the 
United States, say that it is the proper thing to do in the emergency. 

Senator Bricker. I grant you that, but still we have elected repre- 
sentatives to determine the policy of this country and I am discuss- 
ing policy as much as I am power. 

Is it not true that we have more units of housing today per popu- 
lation, or per unit of population, than we had before the war ? 

Secretary Tosry. Oh, there is no question about that, but remember, 
we were coming out of the depths of a serious depression. Families 
were doubled up all over the United States. 

Senator Bricker. Compared with 1929, then. 

Secretary Tonry. Compared with the twenties; yes. We were com- 
ing out of that and it took quite a long period of time to come out of 
it. Many of the evidences of what happened during that period as a 
result of the crash of 1929 are evident in the problems that we have 
today, particularly the manpower situation. 1 described to you that 
in place of the 1,275,000 boys that we had coming of age in 1940 and 
1941 we have only 1,050,000 boys coming of age today. 

Senator Bricker. What about your housing units in relation to 
your population, say, in 1929 compared with today? 
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Secretary Torry. I have not checked any statistics on this, Sena- 
tor. I would not want to venture a guess, but I will get the answer. 
(The information referred to follows :) 


rrr poeeme # in relation to population, 1930, 1940, and 1950 


| | 


Nonfarm 
Nonfarm 


Average num- 
dwelling ber of dwell- 
| ing units per 
population anit ers 1,000 popula- 
¥ tion 


92, 618,000 | 1 25,700,000 
101, 453, 000 | 0 


127. 120.000 | 39,390, 000 | 310 


1 Estimated by M. H. N ican. See Housing and the Increase in Population, Monthly | Labor Review, 
April 1942, pp. 869-889. 


Source: U. S. Bureau of the Census—Census Reports. 


The Cuatrrman. Any further questions, gentlemen ¢ 

Senator SparKMAN. I just wanted to make this suggestion in con- 
nection with Senator Bricker’s statement: Is not this true, that under 
the law as it stands now, a city which has decontrolled has no power 
to recontrol ¢ 

Senator Bricker. They could in my State. In some States they 
could not, but there is not any State that could not do it if they 
wanted to. 

Senator Sparkman. Not so far as the Federal law is concerned. 
They could pass a State law, that is true, but I am thinking of the 
present arrangement we have whereby cities can take advantage of 
the Federal set-up by their own action. 

Senator Bricker. Which has also been declared constitutional. 

Senator SparKMAN. Yes, but if a city has been decontrolled and 
if a war plant came in there and caused a congestion, there would be 
no way, under the law as it stands now, for it to get back under the 
Federal rent control law. 

Senator Bricker. It could by State action, or as I say, in some 
States they could by local action. 

Senator SparkMAN. Not under our present law. 

Senator Bricker. But the State could do it if the police power— 

Senator SparkMAN. They could pass a State law, but there would 
be no way of tying in with the Federal rent control Jaw. 

Secretary Torrn. And you might also say, Senator, that the great 
majority of the State legislatures have terminated their sessions in 
most of the States—I think all but two—and most of them hold their 
legislative sessions following a national election, which would be this 
year. So that those that have adjourned would not be meeting now 
until 1953. 

The Cuarmman. Mr. Secretary, we certainly appreciate your state- 
ment and remarks, 

Secretary Tosrn. Thank you very much. 

The Cuatrman. The committee will recess until 10:30 tomorrow 
morning when the first witness will be Mr. Gibson, who will dis- 
cuss certificates of necessity and tax amortization. He will be fol- 
lowed by Mr. Keyserling tomorrow afternoon. 

(Whereupon, at 4:15 p. m., a recess was taken until 10:30 a. m. 
of the following day, Wednesday, May 9, 1951.) 
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WEDNESDAY, MAY 9, 1951 


Unrrep Srates Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:30 p. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank, chairman, 
presiding. 

Present: Senators Maybank, Robertson, Frear, Douglas, Benton, 
Moody, Bricker, Schoeppel, and Dirksen. 

The Cuatrman. The committee will come to order. 

Mr. Gibson, do you desire to read your statement or have it made a 
part of the record? I presume the committee members have read 


your statement. Do you wish to high-light it, or what would be your 
desire ¢ 


STATEMENT OF EDWIN T. GIBSON, ACTING ADMINISTRATOR, 
DEFENSE PRODUCTION ADMINISTRATION; ACCOMPANIED BY 
JESS LARSON, ADMINISTRATOR, GENERAL SERVICES ADMINIS- 
TRATION; CHARLES KENDALL, GENERAL COUNSEL, DEFENSE 


PRODUCTION ADMINISTRATION ; AND MATTHEW HALE, DEPART- 
MENT OF COMMERCE 


Mr. Grrson. I would like to, if I could, read the statement. I have 
with me Mr. Jess Larson, who is Administrator of General Services 
Administration; Mr. Charles Kendall, who is General Counsel for 
DPA, and Mr. Matthew Hale, from the Commerce Department. In 
the event that there are questions I am asked that I cannot answer they 
may be able to help me. 

The CuarmMan. We are very glad to have them here. 

I asked some questions yesterday for the record, and I do not know 
whether you had the opportunity to read them or not, but I requested 
Mr. Fleischmann to ask you certain questions on the certificates of 
necessity and tax amortizations, so that we could break them down 
regionally. 

Mr. Grpson. I have not been able to do that in time for today’s 
meeting, Senator, since I saw Mr. Fleischmann late last evening. 

The Cxarrman. I did not know whether you could or not, but the 
committee did want them for the record because we feel that unless 
these various tax-amortization certificates and certificates of necessity 
are granted in the different regions of the country, it would just tend 
to a greater concentration of industrial power in certain sections of 
the country. It was our understanding we wanted to disperse as much 
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as possible and we know in some instances you could not, but wherever 
possible you should disperse the so-called defense plants to which you 
gave certificates of necessity and certificates of amortization. But you 
have not had the time? 

Mr. Gipson. I have not had the time. Could I submit them to the 
committee in a statement later? 

The Cuamman. Yes. Do you have the hearing of yesterday ? 

Mr. Greson. I have not gotten them yet. ~~ 

The CHamman. Suppose we do this,“Mr. Gibson. When you are 
through testifying, or sometime later today, if you will, look at this 
record so you will get what I asked for and what Senator Bricker 
asked for. He asked for certain segments of industry and I asked for 
certain regions, and I think Senator Douglas asked for something. 
But you go ahead, sir. 

(The information referred to will be found on pp. 241 and 247.) 

Mr. Grsson. Mr. Chairman and members of the committee, I am 
Edwin T. Gibson, a New York businessman in private life, presently 
and since the resignation of General Harrison the Acting Administra- 
tor of the Defense Production Administration. I think it would be 
worth while to take a few minutes to describe the place of the Defense 
Production Administration in the organization of the Government 
for defense mobilization. 

As you, of course, all know, the Defense Production Act of 1950 
authorized the President to do a variety of things in the interest of 
national preparedness, with the understanding that the President 
would diaipahe those powers to appropriate subordinates for execu- 
tion. We must look, therefore, to certain Executive orders of the 
President, rather than to the statute, for a description of the alphabet 
organization. 

Starting at the top, the Office of Defense Mobilization, headed by 
Mr. Wilson, is charged with over-all direction of the program includ- 
ing both its expansion and its stabilization aspects. 

eporting directly to the ODM on the stabilization side is the Eco- 
nomic Stabilization Agency under Mr. Johnston and on the production 
side the DPA. 

Certain other agencies are responsible directly to Mr. Wilson for 
the performance of Defense Production Act functions, notably the 
Department of Agriculture with respect to food, the Board of Gover- 
nors of the Federal Reserve System, with respect to credit controls, 
and the Department of Labor with respect to labor supply. 

Senator Dirksen. Mr. Chairman, does Mr. Gibson want to be inter- 
rupted as we go along? 

The Cuamman. He said he would like to read the statement. 

Mr. Girson. Whatever you wish, Mr. Chairman. 

The Cuamman. I asked him if he wanted to summarize it, but he 
said he wanted to read the whole thing through. Then we will go 
ahead as we usually do. 

Mr. Gipson. The responsibilities of the Economic Stabilization 
Agency are carried out through the Office of Price Stabilization and 
the Wage Stabilization Board. On the production side the Defense 
Production: Administration has delegated responsibility for appro- 
priate areas of development and control to the Secretaries of Com- 
merce, Agriculture, and Interior, and to a Commissioner of the Inter- 
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state Commerce Commission. Within the Departments the Secretaries 
have organized several units to carry out the operations, such as the 
National Production Authority in the Department of Commerce, the 
Defense Transport Administration at Interstate Commerce Commis- 
sion, and the Defense Minerals Administration in the Department of 
the Interior. During the course of these hearings you have heard 
or will hear from most of the heads of the organizational units which 
I have named. 

Returning to the Defense Production Administration, our agency 
was created and assigned its job by Executive Order 10200 on January 
3, 1951 . Briefly, the order delegates to the Defense Production Ad- 
ministrator the functions conferred wpon the President by titles I 
and IT of the Defense Production Act, requires him to direct the ad- 
ministration of the functions provided for in title III of the act and 
authorizes him to use the several administrative powers granted in 
title VII of the act. In addition the Administrator is designated as 
the certifying authority under the Internal Revenue Code with respect 
to emergency amortization of defense facilities. This broad grant of 
responsibility is limited as I earlier indicated with respect to the 

roduction and distribution of food and certain Federal Reserve 

oard assignments. There is included in the order a direction to use 
the several agencies of Government which I have already named in 
carrying out the Administrator’s assignment and there are added cer- 
tain specific responsibilities such as (1) the central programing func- 
tion incident to the determination of defense production programs, 
(2) the provision of adequate facilities for defense production, (3) the 
determination of procedures and methods with respect to purchasing, 
contracting, specifications, and other elements of the defense produc- 
tion program, (4) the assembly of labor supply requirements of the 
production a0 ram for the use of the Secretary of Labor, and (5) the 
approval of voluntary agreements for defense purposes, which, inci- 
dentally, has not been delegated to the Acting Administrator, because 
under the law, in order to sign those agreements and make them, the 
officer must be an officer confirmed by the Senate, and, as a consequence, 
that particular authority has been delegated to Mr. Wilson, the 
Defense Mobilizer. 

The President has asked and the Government witnesses before this 
committee are here to urge the extension of the Defense Production 
Act with certain strengthening amendments. Before acting on that 
request you are, of course, interested in knowing to what uses the act 
has been put in the 7 months it has been in effect. Various reports, 
both written and oral, have been made from time to time to appro- 
priate committees of the Congress and I am sure that all the members 
of this committee have examined carefully such of those reports as 
were made available to you. It is entirely appropriate, however, that 
these hearings should supplement those various reports with a review 
of the entire operation. 

T shall attempt a summary of the actions taken by the DPA which 
I think will demonstrate the need for the extension of the act and for 
the proposed amendments in the areas of DPA responsibility. 

Title I of the act authorizes the President to require priority in the 
performance of contracts which he deems necessary to promote the 
national defense and further authorizes him to allocate materials 
and facilities to the same end. This authority is basic to the economic 
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controls which assure that first things come first and that conflicting 
claims for limited supplies of materials and limited capacities for pro- 
duction are resolved in favor of the national defense and the mainte- 
nance of an essential civilian economy. Priority orders, limitation 
orders, allocation orders, scheduling directives, set-asides, and ration- 
ing all are based upon this legislative grant. 

By use of title I authority the industrial machine can be converted 
from peace to war production. The output of a particular end prod- 
uct can be reduced or stopped and that of another end product 
expanded. The use of particular materials may be cut off entirely 
or it may be reduced in the production of some items and encouraged 
in others. The use of substitutes may be encouraged or required as 
the need demands. Notably, deliveries may be facilitated to some 
users and forbidden to others. 

The members of the committee are entirely familiar with the use 
of this authority in World War II, and I refer you to the statement 
of the Administrator of the National Production Authority for more 
detail concerning its use in the present emergency. I do want to 
emphasize, however, that title I is of first importance to economic 
mobilization. 

Title II of the act authorizes the President to requisition supplies 
and related facilities for the national defense if he is unable to secure 
them by agreement on reasonable terms. The authority has been 
delegated to the DPA and is exercised by other agencies of the Gov- 
ernment with DPA approval when circumstances require. We are 
firmly of the conviction that this particular authority need be used 
very rarely if a real attempt is made to secure the supplies on a fair- 
value basis. 

However, there are occasions when recalcitrance and exorbitant 
demands threaten the national interest, and such cases would no doubt 
arise more frequently in the absence of this statutory authority. 
Occasionally, also, conflicting claims of title make it legally im- 
possible for the Government to acquire ownership without the requisi- 
tioning device. 

Authority to requisition effectively supplements the priorities and 
allocations power. When goods are held for sale in the ordinary 
course of business a priority order will channel them into defense use, 
but when goods are held as an investment or for the use of their 
owner it may be necessary to resort to their requisition. Equipment 
and supplies in great demand may in some cases be held in inventory 
against the possibility of increased prices. If the defense program 
requires it, such inventories may be taken over under this title for 
fair compensation. 

Although rarely used, the requisitioning authority is nevertheless of 
great importance. Like the jack each of us carries in his automobile 
it may happily go unused, but when needed it is badly needed. As a 
deterrent to hoarding and profiteering and as an emergency device of 
great usefulness, this authority should be continued in force. 

Title I authority, as I have stated, is exercised by the various defense 
administrations within the regular departments under delegation 
from DPA. Correlation of the use of priorities and alloactions au- 
thority by several different agencies is of course of first importance 
and some difficulty. No purpose is served in channeling scarce con- 
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struction materials into the building of a plant if the raw materials 
for production or the chemicals and fuel for the production processes 
cannot be spared from other more important uses. The obvious neces- 
sity for this coordination explains the assignment by the President of 
the central programing function to a single agency from which all 
the operating agencies receive guidance in the aon ecient of their 
respective responsibilities. 

With respect to the programing activities specified in Executive 
Order 10200, it may be helpful if I describe briefly our general objec- 
tives and the organizational structure through which this part of our 
job is directed. It is clear that the implementation of our defense pro- 
duction efforts requires consideration of the imbalances between sup- 
ply and demand which are produced by this extra load on our supplies 
and facilities. 

Our objective in the central programing operation is to set such 
standards and general levels of production in the various segments 
of the economy as will produce a balance between supply and the essen- 
tial and permitted usage of materials or products which would other- 
wise be in short supply. In developing sien for bringing supply and 
demand into balance, it is, of course, necessary to assemble an initial 
statement of requirements for the various segments of the economy, 
for military production, for construction, public utilities, for other 
civilian activities, for export, and so forth, and compare the total 
of these requirements with the estimated supplies of the materials 
and products under review. With defense production and other ab- 
normal demands superimposed upon the normal requirements of the 
civilian economy, the initial picture is almost inevitably one of im- 
balance. This has to be resolved by determining appropriate levels 
of production in the nonmilitary fields which will save enough mate- 
rial to bring the supply-and-demand picture into balance. A flat per- 
centage cut in the nonmilitary fields would not ordinarily be an appro- 
priate solution since within the various segments of the economy 
certain items need to be pushed ahead at or above historical levels. To 
the extent this is true, of course, other items must of necessity be 
reduced even more to achieve a balance. 

The kinds of decisions involved in this central programing activity 
cut across a wide range of interests and are bound to have important 
repercussions. The gravity of these decisions calls for as compre- 
hensive a review as can reasonably be had, and our present concept 
of the operation involves comprehensive interagency consideration. 

In the first place, various executive and departmental agencies of 
the Government are asked to submit statements of required mate- 
rials and products for designated areas of the economy. These re- 
quirements are then submitted to the organizational units of the Na- 
tional Production Authority or other appropriate agencies for review 
by the people most expert with respect to the supply situation in the 
field under consideration. These agencies are expected to invite all 
other interested agencies to collaborate in this review so as to insure 
a broad consideration of the various issues and problems which have 
to be resolved. Initial proposals for bringing supply and demand 
into balance are then subject to review by the Defense Production 
Administration, and it is again the general plan that this review 
include participation by an interagency group, the Program Adjust- 
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ment Committee. A requirements committee made up of broad-gage 
representatives of the various segments of our industrial economy are 
also asked to advise the Director of Program and Requirements on the 
broader economic impacts of any general program. To the extent 
possible, the members of the requirements committee are expected 
to subordinate their interests in any special programs. 

An important part of any determination of this sort involves, of 
course, the full consideration of possibjlities of increasing the supply 
of the materials and products which is currently inadequate to meet 
all demands. Usually this is the sort of thing which cannot be ar- 
ranged in time to affect the short-range picture but is an important 
element in the considerations. This is especially true if there is a 
quid pro quo involved, such as the reservation of steel to build more 
aluminum plants or the export of some material to facilitate the im- 
port of another material. 

A natural corollary of the above balancing activities is of course the 
implementing procedures; and, while generally the DPA delegates 
the specific use of priority powers to the other defense agencies, the 
broad general policies necessary to insure that the priorities are not 
abused, are not issued in such amounts as to deflate their value, and 
that the general field of production which is not given preference 
ratings is protected, are of course properly reserved for central deter- 
mination. 

As I have already pointed out, Executive Order 10200 places on the 
DPA responsibility for procurement methods and procedures. In 
carrying out this veapensibllity the following has been accomplished : 

1. Beginning last February a group of policy consultants to the 
Administrator met 2 days a week for 8 weeks to consider the most 
effective procurement policy in view of the partial mobilization pro- 
gram. In order that their deliberations would have the benefit of and 
provide immediate direction to the Department of Defense, repre- 
sentatives of the Office of the Vice Chairman of the Munitions Board 
for Supply Management sat with and assisted in the development of 
over-all recommendations. This group of consultants prepared two 
basic documents: Procurement Policy for Small Business, and Pro- 
curement Policy for Pricing, Negotiation, Redetermination, and Re- 
negotiation. Copies have been made available to the committee. 

2. Upon the establishment of the Small Business Executive Com- 
mittee under the chairmanship of DPA, its initial task was the im- 
plementation of the procurement policy for small business. After 
several meetings of this committee, general agreement has been 
reached on the recommendations of the Administrator of DPA. In 
a letter to General Harrison, dated April 30, 1951, General Marshall, 
Secretary of Defense, states the following: 

I have requested the Munitions Board to prepare for my immediate approval 
a supplemental directive which will restate my objective with respect to the 
use of small business to the fullest possible extent and will add, for the guidance 
of procurement officers, additional policy instructions. These policy instruc- 
tions will be based upon the very fine work which has been done by your 
organization. With the issuance of this supplemental directive, in my belief, 
the Department of Defense may properly be said to have accepted your policies 
as well as, in effective manner and in the spirit in which they are written, your 
implementing recommendations. 

3. Under the chairmanship of DPA, a procurement-policy com- 
mittee is undertaking in like manner the expression of the broad 
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policies laid down by the Administrator as a result of the work of 
his procurement-policy consultants. Here again representatives of 
the Office of the Vice Chairman of the Munitions Board for Supply 
Management sat with and assisted in the development of the basic 

licy statements. In this manner much of the thinking of the De- 
ense Production Administration is already known to the Munitions 
Board, and implementation of the recommendations is being greatly 
facilitated. 

4, In his testimony before the Joint Committee on Defense Pro- 
duction on April 12, the Administrator of DPA outlined a broad 
basic policy with respect to the cost of accelerated amortization appear- 
ing as a part of the cost of the product. A letter opposing its allow- 
ance generally as part of the cost of the product has been forwarded 
to the Secretary of Defense with the recommendation that it be 
adopted as a directive to contracting officers. 

5. The policy for the administration of applications for certificates 
of necessity for accelerated amortization indirectly influences pro- 
curement policy. Out of the total accelerated tax amortizations of 
$3,800,000,000 granted to May 4, only about 10 percent has been 
granted for facilities for finished products. Of this, $200 million 
applies to the aircraft program. 

t is apparent therefore that facilities expansion for fabrication 
and assembly has been held to a minimum. This tends to direct 
military reer to contractors with existing facilities and to 
prevent the building of unnecessary new facilities and thus affects 
the contract placement planning of procurement agencies. 

6. In his statement at a meeting on April 27, 1951, of officials of the 
Department of Defense, Office of Defense Mobilization, Defense Pro- 
duction Administration, National Production Authority, and Bureau 
of the Budget, the President laid great stress on the establishment of 
procurement policy designed to accomplish deliveries of military 
equipment consistent with the actual time of need. This has the 
objective of preventing the sudden acquisition of the entire civilian 
supply of easy-to-procure items by the military just because funds 
are available. This objective has been part of the procurement policy 
recommendations of the Defense Production Administrator from the 
outset. Recognition of this need by the President will support its 
eet ce 

ile the major attention of procurement policy has been directed 
toward the military departments, the Small Business and Procure- 
ment Policy Committees include representatives of other executive 
agencies. ‘This assures that all major agencies having procurement 
responsibilities are guided by the same basic policies. 

nly by central control of policy will it be possible to effect the 
required balance between the rate of defense spending and the neces- 
sities of a virile civilian economy. 

We have been acutely conscious of the necessity for aid and assist- 
ance to the small-business segment of our economy to secure its par- 
ticipation in the defense effort and to protect. its traditional position in 
the production of civilian goods. Section 701 gives wide latitude and 
expresses strong congressional intent concerning many special con- 
siderations for small business both as participants in the defense pro- 
gram and as producers of civilian goods. 
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An appraisal of the usual problems which beset smaller enterprises, 
as well as the special problems which have come to the attention of the 
Office of Small Business of NPA during the 8 months since the De- 
fense Production Act was passed, indicates that ample authority 
exists to meet and solve the problems of small business which arise 
from the conditions of the ae program. The limiting factors in 
meeting the expressed needs of small business do not result from a 
lack of legislative authority or intent but rather from the supply 
and demand situation for materials and the character of the cuca 
items being purchased by the armed services. 

Title III contains a number of aids to production and expansion 
upon which great reliance has already been put and which will have 
increasing value as the program develops. 

Section 301 in effect reestablishes the V-loan program of World 
War II, its principal purpose being to bring out private capital loans 
to defense contractors and others in the defense effort by providing 
for a system of Government guaranties. 

The guaranteeing agencies are in general the Government procure- 
ment agencies and include the Departments of the Army, Navy, Air 
Force, Commerce, Agriculture, and Interior, and General Services 
Administration and the Atomic Energy Commission. Where private 
loans are guaranteed, these guaranteeing agencies employ the Federal 
Reserve System banks as fiscal agents. Where public financing insti- 
tutions make the loans, such as the Reconstruction Finance Corpora- 
tion or the Export-Import Bank, those agencies are guaranteed 
clirectly. 

The Defense Production Administration does not participate in 
operations under this V-loan authority but is interested, of course, in 
the coordination of this program for expansion of productive capac- 
ity and supply with other programs for the same purposes provided 
for in title IIT of the Defense Production Act, including Government 
loans and guaranties under section 302, and purchase, installation of 
equipment, and exploration programs conducted under section 303, 

In the main, the program to date has been carried out through 
utilization of private capital and by the use of the Federal Reserve 
System as fiscal agent. Some loans by the RFC have been guaranteed 
by the Department of Defense. The private loans guaranteed since 
the beginning of the program to April 15 total 288 for a total dollar 
amount of $347,684,000. As of the same date, 94 applications amount- 
ing to $116,485,000 were under consideration by the guaranteeing 
agencies, 

Section 302 of title III of the act provides for loans to aid in carry- 
ing out Government contracts for the procurement of materials or 
the performance of services for the national defense. These loans 
are for the expansion of capacity, the development of technological 
processes, or the production of essential materials, including the ex- 
ploration, development, and mining of strategic and critical metals 
and minerals. Under the terms of the statute, such loans may be 
made only to the extent that financial assistance is not otherwise avail- 
able on reasonable terms. 

It has been a fundamental policy of the administration of the de- 
fense program to date that the expansion of productive facilities and 
the expansion of production should to the maximum degree possible 
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be achieved by the utilization of private capital by private business. 
There are certain areas and operations, however, in which financial 
assistance over and above that available from private sources must be 
srovided by the Government if the program is to go forward as rap- 
idly as desired. The authority provided by section 302 makes it pos- 
sible for the Defense Production Administration to supply funds 
on terms suitable to the need in aid of the defense program where that 
is deemed necessary. 

Applications for defense loans are filed with Commerce, Interior, 
Agriculture, and the Defense Transport Administration in accordance 
with their respective responsibilities under the act. The aapeenetions 
are reviewed by the staffs of those agencies, assisted by the RFC, which, 
through its field offices, makes the necessary credit and field investiga- 
tions. Under the procedures established by the loan regulations and 
appropriate Executive orders, the several agencies may deny loan 
applications on their own responsibility. If, however, approval of a 
loan is recommended, it is referred to the DPA as the certifying au- 
thority for the utilization of borrowing authority under section 304 of 
title III. The DPA reviews the recommendation from the point of 
view of consistency with the over-all program for the expansion of 
production and the necessity involved, and may certify the loan, in . 
which event the RFC acts as the disbursing agent for the recommend- 
ing agency. In many instances loans under the authority of section 
302 are needed only for a portion of the financial needs of borrowers 
because other funds can be supplied by private banking institutions 
or the RFC acting under its regular lending authority. In other 
instances the entire amount of the funds required by a borrower to 
expand facilities or to finance some operation deemed essential to the 
defense effort is unavailable from other sources and is supplied by 
means of a section 302 loan. Every effort is made to coordinate this 
means of financial assistance in aid of the defense effort with other 
types of financial aids which may be available from other govern- 
mental sources. 

As of April 30, 1951, applications for loans in the aggregate amount 
of $1,371,000,000 had been filed. As of the same date, loans had been 
approved in the amount of $59,800,000. Loan applications in the 
amount of $153,900,000 had been denied. These denials were based 
principally upon a lack of showing that the loans were necessary in 
the interest of the defense effort. 

It is worthy of note that, of the loans so far approved, approxi- 
mately three-quarters have been made to small-business applicants 
having less than 500 employees. These loans have been in aid of in- 
creased production of such basic materials as pig iron, cement, metal 
shapes and forgings, and the production of finished products, includ- 
ing industrial equipment and components, military automotive equip- 
ment, electrical and electronic equipment for aircraft, and miscella- 
neous products manufactured by subcontractors. 

Budgetary estimates are now in preparation as to the amounts which 
probably will be required for the loan program in 1952. 

Section 303 has been employed successfully to effect the procure- 
ment of materials that are essential to the success of the defense pro- 
gram. To date, there have been 18 projects approved for borrowing 
authority totaling about $823,000,000, although actual undertakings 
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An appraisal of the usual problems which beset smaller enterprises, 
as well as the special problems which have come to the attention of the 
Office of Small Business of NPA during the 8 months since the De- 
fense Production Act was passed, indicates that ample authority 
exists to meet and solve the problems of small business which arise 
from the conditions of the i. program. The limiting factors in 
meeting the expressed needs of small business do not result from a 
lack of legislative. authority or intent but rather from the supply 
and demand situation for materials and the character of the defense 
items being purchased by the armed services. 

Title III contains a number of aids to production and expansion 
upon which great reliance has already been put and which will have 
increasing value as the program develops. 

Section 301 in effect reestablishes the V-loan program of World 
War II, its principal purpose being to bring out private capital loans 
to defense contractors and others in the defense effort by providing 
for a system of Government guaranties. 

The guaranteeing agencies are in general the Government procure- 
ment agencies and include the Departments of the Army, Navy, Air 
Force, Commerce, Agriculture, and Interior, and General Services 
Administration and the Atomic Energy Commission. Where private 
loans are guaranteed, these guaranteeing agencies employ the Federal 
Reserve System banks as fiscal agents. Where public financing insti- 
tutions make the loans, such as the Reconstruction Finance Corpora- 
tion or the Export-Import Bank, those agencies are guaranteed 
directly. 

The Defense Production Administration does not participate in 
operations under this V-loan authority but is interested, of course, in 


the coordination of this program for expansion of productive capac- 

ity and supply with other programs for the same purposes provided 

for in title III of the Defense Production Act, including Government 

loans and guaranties under section 302, and purchase, installation of 

equipment, and exploration programs conducted under section 303, 
In the main, the program to date has been carried out through 

utilization of private —- and by the use of the Federal Reserve 

x 


System as fiscal agent. Some loans by the RFC have been guaranteed 
by the Department of Defense. The private loans guaranteed since 
the beginning of the program to April 15 total 288 for a total dollar 
amount of $347,684,000. As of the same date, 94 applications amount- 
ing to $116,485,000 were under consideration by the guaranteeing 
agencies, 

Section 302 of title III of the act provides for loans to aid in carry- 
ing out Government contracts for the procurement of materials or 
the performance of services for the national defense. These loans 
are for the expansion of capacity, the development of technological 
processes, or the production of essential materials, including the ex- 
ploration, development, and mining of strategic and critical metals 
and minerals. Under the terms of the statute, such loans may be 
made only to the extent that financial assistance is not otherwise avail- 
able on reasonable terms. 

It has been a fundamental policy of the administration of the de- 
fense program to date that the expansion of productive facilities and 
the expansion of production should to the maximum degree possible 
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be achieved by the utilization of private capital by private business. 
There are certain areas and operations, however, in which financial 
assistance over and above that available from private sources must be 
provided by the Government if the program is to go forward as rap- 
idly as desired. The authority provided by section 302 makes it pos- 
sible for the Defense Production Administration to supply funds 
on terms suitable to the need in aid of the defense program where that 
is deemed necessary. : 

Applications for defense loans are filed with Commerce, Interior, 
Agriculture, and the Defense Transport Administration in accordance 
with their respective responsibilities under the act. The applications 
are reviewed by the staffs of those agencies, assisted by the RFC, which, 
through its field offices, makes the necessary credit and field investiga- 
tions. Under the procedures established by the loan regulations and 
appropriate Executive orders, the several agencies may deny loan 
applications on their own responsibility. If, however, approval of a 
loan is recommended, it is referred to the DPA as the certifying au- 
thority for the utilization of borrowing authority under section 304 of 
title II. The DPA reviews the recommendation from the point of 
view of consistency with the over-all program for the expansion of 
production and the necessity involved, and may certify the loan, in . 
which event the RFC acts as the disbursing agent for the recommend- 
ing agency. In many instances loans aie the authority of section 
302 are needed onl 3 a portion of the financial needs of borrowers 
because other funds can be supplied by private banking institutions 
or the RFC acting under its regular lending authority. In other 
instances the entire amount of the funds required by a borrower to 
expand facilities or to finance some operation deemed essential to the 
defense effort is unavailable from other sources and is supplied by 
means of a section 302 loan. Every effort is made to coordinate this 
means of financial assistance in aid of the defense effort with other 
types of financial aids which may be available from other govern- 
mental sources. 

As of April 30, 1951, applications for loans in the aggregate amount 
of $1,371,000,000 had been filed. As of the same date, loans had been 
approved in the amount of $59,800,000. Loan applications in the 
amount of $153,900,000 had been denied. These deaiale were based 
principally upon a lack of showing that the loans were necessary in 
the interest of the defense effort. 

It is worthy of note that, of the loans so far approved, approxi- 
mately three-quarters have been made to small-business applicants 
having less than 500 employees. These loans have been in aid of in- 
creased production of such basic materials as pig iron, cement, metal 
shapes and forgings, and the production of finished products, includ- 
ing industrial equipment and components, military automotive equip- 
ment, electrical and electronic equipment for aircraft, and miscella- 
neous products manufactured by subcontractors. 

Budgetary estimates are now in preparation as to the amounts which 
probably will be required for the loan program in 1952. 

Section 303 has been employed successfully to effect the procure- 
ment of materials that are essential to the success of the defense pro- 
gram. To date, there have been 18 projects approved for borrowing 
authority totaling about $823,000,000, although actual undertakings 
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have been restricted to $450,440,000 because of exhaustion of the funds 
authorized by section 304. 

Broadly speaking, projects approved under section 303 fall into the 
following categories: 

(a) Revolving funds for the purchase and resale of materials es- 
sential to the detenss rogram ; 

(6) Contingent liabilities under procurement contracts for essen- 
tial materials; and 

(c) A program for the encouragement of exploration of critical 
and strategic minerals and metals. 

Revolving funds have been provided for that type of program which 
because of its nature and scope had to be undertaken by the Govern- 
ment. For example, the natural-rubber market reacted to an ab- 
normal American demand following Korea. A tremendous price in- 
crease occurred which to an undetermined degree was influenced by 
speculative purchases. In order to relieve this economically danger- 
ous situation and to effect an orderly acquisition of natural rubber 
necessary for essential defense requirements, the Government became 
the sole importer of natural rubber. The funds provided under sec- 
tion 304 are used merely to provide financing during the period be- 
tween the foreign purchase and resale in this country. Thus far, both 
peony and resales have been made at the same price, so that no 
oss has been involved in the transactions. However, there is little 
doubt that in other cases critical and strategic materials will have to 
be resold at a loss. 

Another type of revolving fund has been employed to encourage 
the production of essential materials or substitutes therefor which 
have been customarily imported from foreign countries. For ex- 


ample, the overwhelming ae of castor beans crushed in this 


country has been imported. Because supply may be cut off by crop 
failures or enemy action, it has been determined necessary to pro- 
vide for a domestic supply of raw materials for the production of 
castor oil. Because this will be a new type of crop in this country, 
it is possible that the cost of production of the castor oil might exceed 
the market price, making it necessary to take a loss on resale. 

The second over-all type of program which has been conducted 
under section 803 involves Government procurement contracts to en- 
courage the production of materials considered essential to the defense 
program. The Government obligations under these contracts take 
the form of large contingent liabilities, either for a certain amount 
of the contractors’ production which might not be salable on the open 
market, or for the unamortized cost of the facility. Of course, the 
Government would eventually recover, in large part at least, any out- 
lays occasioned by such commitments. . 

The proposed amendments to section 303 would provide additional 
authority to cope with problems which the expanding defense economy 
has brought to light. 

There are two broad amendments proposed to section 303 (a). The 
first enlarges the President’s authority m regard to the type of mate- 
rial which may be purchased for resale by eliminating the word “raw” 
from the phrase “to purchase metals, minerals, and other raw mate- 
rials.” The amendment thus permits the purchase of all materials 
defined in section 702 (b), including raw materials. 
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This amendment is recommended because in carrying out the de- 
fense eoneees it has been found necessary to purchase materials other 
than those which could be classified as “raw materials” within a strict 
definition of that term. The present amendment makes it clear that 
materials which are purchased for resale may be either in the raw, 
semifinished, or finished stage. 

The second group of amendments to section 303 (a) permits the 
purchase and resale of foreign agricultural products. This is an 
important enlargement of the President’s authority in that the present 
act forbids the purchase for resale of any agricultural product, 
whether domestic or imported, except for the stockpile or for indus- 
trial purposes. The need for this type of authority in regard to agri- 
cultural products has been demonstrated in other fields where it has 
become necessary for the Government to become an importer of cer- 
tain products in order either to satisfy the defense requirements for 
the particular product or to stabilize the domestic market, or both. 

Section 303 (b) has been used as authority for outright purchases 
of essential raw materials in foreign markets and resales thereof at a 
loss in the domestic market. It has also been used domestically to 
reactivate the production of high-cost materials essential to the defense 
program. The proposed amendment to this subsection is not a sub- 
stantive one but merely recognizes that the general prohibition against 
premium prices should use as a base the existing ceiling price if one 
has been established for the material in question. The change is 
necessary for consistency with the new subsidy provisions proposed in 
subsection (c). 

The proposed amendment to section 303 (c) provides for subsidy 
payments on any domestically produced material in order to continue 
production that would otherwise be lost due to the establishment of a 
generally fair and equitable price ceiling. For example, should it be 
determined that firms accounting for 80 or 90 percent of the total pro- 
duction of a certain material can remain in production and make fair 
profits at a price of 20 cents per pound, but that there are other produc- 
ers accounting for 10 to 20 percent of the total production who are now 
engaged in production but who require a price of 25 or 30 cents a 
pound, the subsidy could be paid to such high-cost producers so that 
their contribution to the total supply of a vital material would not 
be lost. This provision is particularly important in the event that it is 
determined to make price roll-backs from presently established ceil- 
ings, for a substantial roll-back in most commodities would leave 
some high-cost producers unable to continue to operate at the new 
ceiling prices. 

It is conceivable that under certain circumstances section 303 (c) 
might be used to continue production from certain mineral deposits 
when previous rates of production cannot be maintained at price 
ceilings as a result of the continuing decline in grade of ore that is 
characteristic of many mineral deposits. Authority to bring into 
production high-cost producers not now engaged in operation, though 
sparingly used, is currently provided by section 303 of the act where 
supply of the material cannot be effectively increased at lower prices. 

Although the existing authority to extend various forms of finan- 
cial assistance for the expansion of capacity has resulted in important 
additions to our productive machine, there are certain cases of neces- 
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sary expansion which cannot be resolved by these means. For ex- 
ample, the Government will need additional production of some 
items which by their nature will have no peacetime market. If the 
plant necessary to produce such items is costly and of little or no post- 
emergency use, it is difficult, if not impossible, to induce private con- 
cerns to erect such facilities even though we offer tax-amortization 
ee and make sizable loans and extensive commitments to pur- 
chase the material produced. These inducements may not be strong 
enough in such cases. Unless the Government has the ultimate an- 
thority to build and operate such plants, we may lose or not be able 
to obtain that vital production. 

In other cases, private businessmen will construct the necessary 
facilities only if they are given such extensive advantages by way of 
long-term loans and purchase commitments that the outlay by the 
Government would far exceed the costs of construction. Success of 
the defense production program should not be contingent upon meet- 
ing every demand. Private construction and operation are preferable, 
of course, but the Government should have authority to undertake con- 
struction of necessary high-risk capacity which private interests can- 
not or will not provide. 

If such authority is granted, there can be little doubt of the most 
desirable type of Government agency to conduct such an operation. 
Our experiences in the past war supply ample testimony to the many 
advantages of the corporate device. The operation is essentially a 
business activity rather than a governmental one and can best be con- 
ducted in business form. The need for capital investments, both for 
long range and for operating purposes, and the required use of revolv- 
ing funds for purchases of materials, payments for services, etc., to 
be repaid from proceeds of sale, all point to the Government corpora- 
tion as the ideal mechanism for such an operation. It isimportant that 
the President have authority to create new corporations for this 
purpose. 

These same advantages apply with particular strength, of course, 
to the procurement authority in title IIT of the act. Flexibility and 
speed of operation can be achieved if the corporate device is available 
for purchases of defense materials for resale. Reasonable amounts 
of working capital, turned over repeatedly, can finance relatively ex- 
tensive procurement programs both for Government use and for resale. 

In summary, titles I, IT, and III of the act now provide powers 
which are essential if we are to have enough materials and facilities 
for uses essential to the national defense. Without those powers we 
can neither produce enough to meet our defense needs nor make sure 
that what we do produce is not wasted on nonessentials. It is of vital 
importance that the authorities be extended and, if we are to get the 
best results, the new and supplementary powers should be granted. 

With respect to impact on the supply of materials and facilities, the 
defense production program is in its infancy. Of the $84 billion worth 
of defense orders now authorized, less than half have been placed and 
only a small percentage of those have been filled. This tremendous 
backlog of orders will place increasingly severe strains on our pro- 
ductive resources, making it necessary to apply more drastic controls 
on present production and to continue to press for increased capacity 
to produce the things we need. 
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As this flood of orders sifts down to the subcontractor and basic- 
materials producer, shortages will become more severe. The present 
controls over production and distribution of essential materials will 
have to be tightened for a while to make sure that production of the 
items of greater importance to the national defense does not lag. This 
will necessitate, among other things, the installation of a controlled- 
materials plan similar to that used during the past war and, of course, 
increasing restrictions on less essential production. 

The controls will have to be continued until capacity can be ex- 
panded enough to meet total continuing demands. We are trying to 
get this expansion in the shortest possible time. 

The Cuamman. Mr. Gibson, I will ask you one or two questions and 
not delay you too long because I know the Senators have a lot of ques- 
tions they would like to ask you. 

You say on page 12: 
indicates that ample authority exists to meet and solve the problems of small 
business. 

In other words, it is the opinion of the DPA that you have enough 
authority now to solve the problems; is that correct ? 

Mr. Gisson. That is right; yes, sir. 

The Cuarrman. I have a letter here, signed by Senators Magnuson, 
Kilgore, Lehman, Humphrey, and Sparkman, with reference to the 
introduction of a smaller war plants bill that they have and asking that 
we hold hearings on it immediately. Of course, unfortunately we are 
not in position to do that because we have this schedule right through 
June 1. But in this long statement they make—I will ask permission 
to have it printed in the record so that everybody can read it tomor- 
row—it says: 


In the first half of 1950 small business obtained, from defense agencies, 24.8 
percent of procurement awards. In January 1951 they received only 16.6 percent. 
Their share, in direct orders from the Government, dropped over 40 percent. 


That is the statement these gentlemen make to me after having 
held some hearings in the Small Business Committee. 
They further go on and say: 


More than 90 percent of military purchases are being made on a negotiated 
basis; less than 10 percent on advertised bids. Smaller firms are at great 
disadvantage in negotiating with procurement officers or in even knowing what 
items are to be purchased. 


Do you have any comment to make on those two short statements 
that they made here in this lengthy letter to me? 
(The letter referred to follows :) 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
May 2, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Committee on Banking and Currency, United States Senate. 

Dear SENATOR: The mobilization effort contains two ingredients which will 
prove deadly to small business unless effective antidotes are devised and used. 
First, there is the inclination on the part of procurement agencies to do business 
with the “big firm”—an inclination motivated by the natural desire to accelerate 
the job by placing 1 order instead of 10. Second, there is the irresistible impulse 
to staff an agency with men from big business—an impulse stimulated in part 
by big business itself; an impulse made irresistible by the fact that men with 
the required know-how are more readily obtained from the ranks of big business. 

The latter ingredient may prove the more deadly. Too often, the small-business 
man coming to Washington for a priority, a certificate of necessity or a contract, 
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finds across the desk from him the former employee of his most powerful 
competitor. 

The force for destroying small business contained in these two ingredients 
is so potent as to demand immediate and even drastic countermeasures. A mere 
Small Business Executive Committee in the Defense Production Administration 
cannot effectively combat the compulsion to do business with big business. In our 
judgment, nothing short of a revived, modernized Smaller War Plants Corpora- 
tion will suffice. 

To illustrate our point, we discuss briefly in the following paragraphs the 
effect on small business of material shortages, procurement policies, and financing 
practices—all permeated and aggravated bY the ingredients just cited. 


MATERIAL SHORTAGES 


A single order, M-7, of the National Production Authority was a potential 
death warrant for some 10,000, of the 14,000, small aluminum fabricators of the 
Nation. Execution of this order has been postponed 30 days. But the life of 
these small manufacturers—most of them established since the end of World 
War II—is still in jeopardy. 

Were they able to obtain war contracts or subcontracts, they would have a 
claim on available aluminum supplies. Under present procedure, however, there 
is little likelihood of relief from this direction. 

In 18 to 24 months there will be positive improvement in the aluminum-supply 
situation. By that time new plants with total capacity of 450,000 tons per year 
are scheduled to come into production, 

Meantime the national interest demands that small aluminum users be kept 
alive. Collectively, they are a vital part of our producing potential. Geograph- 
ically dispersed, they represent the capacity on which we might be forced to 
rely in the event of all-out bombing. These are the “shadow” plants which 
could mean the difference between victory and defeat. 

What can be done from the supply side to prevent the destruction of small 
companies, presently fabricating aluminum articles for civilian uses, but capable 
of converting to war production? A significant part of the answer may be found 
in a thorough examination of where supplies are going. 

Aluminum is going into finished articles of war, into company inventories and 
into Government stockpile. The latter two need thorough analysis. 

Larger manufacturers have capital and borrowing power to finance a stock- 
piling program of their own. This, we believe, they are doing—first, to protect 
themselves on contracts already in hand, and second, to be in a favored position 
to bid on future military orders. Though the motives are understandable, they 
should not be condoned. Private stockpiling must be controlled—must be brought 
into a reasonable balance with actual need. 

At the same time large manufacturers began building excessive inventories, and 
just when the flow of aluminum into finished war matériel reached a tempo con- 
sonant with announced goals, the Munitions Board entered the market to pur- 
chase for stockpile. This combination of demands, partly artificial, led National 
Production Administration to issue Order M-7—and against this combination, 
small manufacturers cannot protect themselves. Their space is limited, their 
capital is inadequate, and banks are loath to lend to small business for inventory 
expansion. 

Another facet of the demand combination needs mention. There is a strong 
suspicion among some NPA personnel that the military could do a far better job 
of scheduling its requirements. There is too much evidence of fhe voiced military 
attitude. “No general was ever court-martialed for having too much.” 

We urge: That our stockpiling policies be thoroughly reviewed; that a crack- 
down on excess inventories be instituted; that military orders and delivery 
schedules be reexamined; that until new aluminum plants come into production, 
the possibility be considered of keeping alive small aluminum fabricators from 
the stockpile. 

What is happening to aluminum supplies and to small users thereof as cited 
here, is Symptomatic of what is happening in other segments of the economy. 
Details may differ, the principle and danger are the same. 


PROCUREMENT DEFENSE CONTRACTS 


In the Defense Production Act of 1950, we said: “It is the sense of the Congress 
that small-business enterprises be encouraged to make the greatest possible 
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contribution toward achieving the objectives of this Act.” Our intentions were 
good, but what is the score? 

In the first half of 1950 small business obtained, from definite agencies, 24.8 
percent of procurement awards. In January 1951, they received only 16.6 percent. 
Their share, in direct orders from the Government, dropped over 40 percent. 

More than 90 percent of the military purchases are being made on a nego- 
tiated basis; less than 10 percent on advertised bids. Smaller firms are at 
great disadvantage in negotiating with procurement officers, or in even knowing 
what items are to be purchased. 

This disadvantage is reflected in the following facts. In January of this year, 
small business got 34 percent of the total advertised contracts and only 13 
percent of the negotiated orders. 

The advertised procurements were announced by the Department of Commerce 
and information was available at all Commerce field offices. But when only 
10 percent of the total Government procurements are advertised—are exposed 
to small-business men—the value of this procedure vanishes along with those 
who are supposed to benefit thereby. 

In World War II, prime contracts to small businesses rose from 12.8 percent 
of the total to 30 percent. This reflected the activities and influence of the 
Smaller War Piants Corporation. It is doubtful if small business would have 
participated directly in war production to the full extent achieved, without the 
help of this specialized Government agency. 

The flexibility of small plants, the direct supervision of owner-managers, the 
ingenuity for which small manufacturers are justly renowned, contribute an 
economy and speed to production which larger manufacturers find it difficult to 
match. Yet it is the inclination of the larger manufacturers to keep within their 
own plants as much as possible of the manufacturing process. 

We are deeply concerned that while smaller manufacturers are hungry for 
business, with idle machines, tools, and manpower, large corporations are getting 
Government financing and tax relief for substantial expansion of their facilities— 
facilities which will be devoted to making items that smaller manufacturers could 
produce more quickly and probably at lower cost. 

Within the past few weeks, the NPA and DPA Administrators have taken 
action to protect the idle capacity of small firms against unnecessary expansion 
of large plant facilities. Too, the Department of Defense has recently issued 
a new policy designed to increase participation of small manufacturers in prime 
and subcontracts. Such statements of policy reflect needed correction in existing 
practices. It does-not follow necessarily, however, that the practices will be 
corrected. 

To insure the desired broadening of participation in defense procurements, a 
small business instrumentality—such as Smaller War Plants Corporation—is 
clearly necessary. 
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FINANCIAL ASSISTANCE 


Experience in World War II indicates that the power to lend to small manu- 
facturers, and guarantee bank loans, is vital to a successful program to bring 
small business into the defense effort. All independent studies testify that one 
of small business’ chief problems is obtaining working and equity capital. This 
difficulty has been accentuated by the sharp rise in prices. 

Smaller War Plants Corporation, in its short existence, made loans of over 
$500,000,000. Losses were negligible. In addition, SWPC gave aid to hundreds 
of small businesses, in their negotiations with private lending agencies. This 
aid was a vital factor in securing loans from private sources. The influence of 
the Corporation, backed by its power to make direct loans if necessary, prob- 
ably far outweighed in importance the loans it actually made. 


CONCLUSION 


Creation of a specialized agency, clothed with power and responsibility to 
spread war work among small business, was too long delayed in World War II. 
In consequence, small firms failed; their producing capacity was lost to the 
mobilization effort, and economic power was concentrated in the hands of 
fewer corporations. 

This time the Nation confronts a “readiness” period of indeterminate dura- 
tion. If nature is left to take her course, mortality among small business is 
certain to reach disastrous proportions. 
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As we stated in our first paragraphs, an effective antidote must be devised 
and used. We, therefore, urge your committee to institute immediate hearings 
on the two Smaller War Plant Corporation bills, 8. 533 and 8S. 833. 

In the meantime we believe you, properly, could join us in requesting that 
the executive agencies—thoroughly review stockpiling policies; crackdown on 
excess inventories; reexamine military orders and delivery schedules—all to 
insure that no business is unnecessarily put out of business by lack of essential 
materials. 

Sincerely, 
WARREN G. MAGNUSON, 
Hartey M. KIteore, 
Hersert H. LEHMAN, 
Husert H. HUMPHREY, 
JOHN SPARKMAN, 
United States Senators. 

Mr. Grsson. The facts which are quoted in that letter have caused 
us to take certain steps. I think that with the regional offices and 
with the efforts of the deputy for small business in DPA and in NPA, 
we will be able to get information more quickly and more accurately, 
and more of it, to the small-business man in order that he may par- 
ticipate. The Department of Defense and the services are cooperating 
in that effort. We have also received yesterday an opinion from the 
Comptroller, General, which will permit the purchase of military 
needs by the services at premium prices and without competitive bids. 

The Comptroller General will not oppose or challenge such 
purchases. We think that will be helpful. 

The Cuarrman. Mr. Gibson, you feel that way about it, and yet 
the day before yesterday Secretary Sawyer said that while we were 
trying to do everything we could—I am not saying you are not—that 
through his commerce offices throughout the country he himself 
thought more could be done. We discussed the situation, either a 
bill of this type, the smaller war plants bill, or to have a deputy in 
your office. But have somebody in charge of small business, or on an 
equal footing with Mr. Wilson or anybody else, if that be necessary. 

What do you think about that? He said he was doing all he could, 
but not doing enough, as I remember. 

Mr. Gisson. I grant you that more should be done, and we are 
constantly taking the steps to do more. A great deal of the effort 
at the moment has been in materials. The defense orders are just 
beginning now to come in, and I believe that with the authorities we 
have, sir, that we will be able to do the proper job for small business. 

Of course, let me say this: The defense effort load cannot be handled 
entirely by small business, and it is bound to interfere with small 
business, to some extent. 

The CHatrman. Nobody suggested any such thing as that small 
business could do the whole job, Mr. Gibson. 

Mr. Gisson. I know that, but I want to point out the mobilization 
program is bound to hurt them. What we have got to do—it is a 
question of materials as much as orders, sir, and we have got to fix it 
so that they can get the materials wherever necessary to carry on their 
normal business, as well as what defense orders they may be able to get. 

The Cuatrman. That is what is concerning me about tax amorti- 
zation. It is more than tax amortization, because these certificates 
of necessity indirectly give these corporations materials to expand 
their facilities and carry on their business. I am sorry you do not 
have a list broken down by regions. Senator Bricker also asked it 
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be broken down by segments of industry. There are quite a few 
questions I want to ask on that, but I will have to wait and probably 
ask you to come back here some time later to go into that. But I 
notice it in my State, and I took the trouble to go through these two 
restricted documents here, if 1 may refer to my State, I went through 
it and found that they filed applications for $173,000,000, of which 
$17,000,000 were granted. In other words, 10 percent were granted, 
whereas in the over-all testimony here yesterday some 51 bitlon were 
granted out of 18 billion, as I remember. So here it is 10 against 
33 percent. 

1 looked at a lot of South and Southeast States, and I must admit, 
looking at these things, I was rather shocked to see the small number 
of a _ compared with some other States, but I do not want 
to tal about that until we get each State in here. 

Before this war came on, the fastest growing industrial section of the 
Nation was the Southeast, every statistic shows that; that is correct, 
isitnot? My own State was going ahead, big corporations were down 
there building plants. You gentlemen give these certificates of neces- 
sity to large corporations in my State, and you gave certificates of 
necessity to people in that type of business in other States. I will 
bring that up when we bring those matters in here. I would like to 
say one thing, we made a mistake when we passed the law the way we 
did. The only way it can be satisfactorily ironed out is for you 
gentlemen, if you are going to be fair with American corporations 
and the people in this country, to grant the rest of these certificates of 
necessity that have been asked for. That isthe only hope I see. You 
have come in here and given to people $5,800,000,000 worth of tax 
amortization, and more than that worth of materials. I think you 
should be fair to the other industries in like businesses, and I have a 
list of them, and I am going to bring them up when you give me the 
list by States. 

Here is one big corporation granted a certificate and license, and 
here is another big corporation that was refused, doing practically the 
same thing. That is what has been called to my attention. That is 
all I have to say about it now, I am going to bring it up later. 

I understand you have had a hard job, and I understand you can- 
not handle $18 billion in a week or two, and I understand you did not 
have a sufficient staff, and I understand you did not even have any- 
thing to do with it until January, but I am just saying that it has been 
cont and there is going to be a lot of suffering from what has been 

one. 

Mr. Grsson. I would like to bring General Farrell with me who is 
handling that when I answer those questions. 

The Carman. Well, I went through these statements—they are 
marked “restricted”—I went through page after page after page, and 
I know the corporations in them. I presume I awe the right state- 
ments, I know I have, but I just wanted to express my own opinion 
about it. 


Congress made a mistake when they wrote this law the way they 
did, and I do not know how we are going to rewrite it. I do not know 
whether or not the Finance Committee will go along with any more 
tax amortizations, but they are certainly going to have to put some 
restrictions on for the national defense. It just will not be left for 
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somebody to say that this company shall have it and this company 
shall not. But I want to see that breakdown that Senator Bricker 
asked for by classes—copper, aluminum, steel, and so forth. There 
has been so much talk about steel here, and I am not here to talk about 
steel because that is something that is very much handled in certain 
sections of the country. I am talking about other things. You say 
cement here, for instance. You gentlemen have given a lot of certifi- 
cates of necessity to one company, did you not; in different States ! 

Mr. Grsson. I am not familiar enough with the actual certificates 
to answer that question. 

The CHamman. The Ideal Co., I have nothing against them, but 
they got certificates of necessity in several States. Well, it would take 
a long time to get into that. 

Senator Bricker, do you have any questions ? 

Senator Bricker. You have not prepared yet, have you, Mr. Gibson, 
the breakdown of the tax amortization applications by the various 
industries for the various products? 

Mr. Grsson. I have not that with me; no, sir. I can produce that, 
certainly, by next week. 

(The information referred will be found on p. 241.) 

Senator Bricker. That will be all right, just so we have it during 
this hearing. 

You mentioned a moment ago in your testimony something about 
the rubber problem that you are facing now and did face after Korea. 
I noted a very disturbing statement in the press the other night. It 
was in a Reuters dispatch from London, which said that: 

Britain’s policy on rubber and other strategic raw materials was worked out 
“in accord” with the United States— 
and that is a statement from Prime Minister Atlee. 

I am wondering if you know anything about the accord of the 
United States with the British program of handling strategic raw 
materials, particularly in regard to rubber, and the amount of rubber 
which is being sent to Red China, and to Communist Russia. 

Mr. Grsson. I have no knowledge of any such accord or any agree- 
ment between the two countries on the question of rubber. I do know 
that recently the British stated they had secured from the Malayan 
Government an export control, that they would under that control limit 
the quantities of rubber that were going back of the iron curtain. 

Senator Bricker. Is it your idea, then, that the accord, if there be 
one, is in regard to the restriction on these shipments, tather than 
on the shipments that have been made? 

Mr. Grrson. Yes, sir. 

Senator Bricker. I wonder who we could ask about that. 

Mr. Larson. I can comment up to a point, Senator Bricker, as the 
responsible official for exclusive buying of rubber, crude rubber. I 
saw that statement you just repeated and it disturbed me also. I have 
personal knowledge of the commodity talks in connection with rubber 
that were held at the time the Prime Minister visited this country in 
December; and throughout those conferences, which were informal, 
there was protestation by all of us who represented this country 
against the exportation out of the British colonial countries to the 
north China ports and behind the iron curtain, insofar as rubber was 
concerned, very vigorous protestations. So far as my knowledge goes, 
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I would say that that statement was entirely erroneous, because to my 
personal knowledge there have been vigorous protests made, officially 
and unofficially, by this country in regard to the policies followed by 
the Malayan Government in permitting large quantities of rubber 
to be shipped to north China ports. 

Senator Bricker. Have you, since you saw this article, further run 
it down to find out what it referred to? 

Mr. Larson. No; I have not, except to the extent of refreshing my 
memory on the memoranda that were prepared, and so forth, at the 
time of the conferences of which I have spoken. 

Senator Bricker. I wonder if there is any way that you could give 
further consideration to this matter so as to assure this committee that 
our country is not in any way agreeing to the British policy of ship- 
ping rubber to Red China or to Russia. It has been going in there 
in large tonnage, as you know, triple the amount this last year. 

Mr. Larson. Of course, that was a primary factor that caused the 
price of rubber to go sky-high, much to the consternation of our rubber 
manufacturers in this country, and to those of us in the Government 
who were charged with buying rubber for the stockpile. I can say, 
as the procurement officer of the Government, that we have been keenly 
aware of the situation, and have protested and have had representa- 
tives at the international rubber conferences, held in London, and 
more recently in Rome. So, we had reiterated our protest. I think 
further inquiry, Senator, perhaps, should be made to other depart- 
ments. 

Senator Bricker. That is what I am trying to get at. Where could 
we go to get to the truth of this matter, get to the very bottom of it? 

Senator Roserrson. Will the Senator from Ohio yield there? 

Senator Bricker. Certainly. 

Senator Ronerrson. I know the British Minister pretty well and 
have been very disturbed over this matter, and I have had it out several 
times with him. He told me that the British Government could not 
control every bit of the rubber that went from any rubber-producing 
area to some Chinese port, but that recently they had, as far as they 
could control it, reduced the shipment of rubber to the city of Hong 
Kong to the traditional normal use of the colony of Hong Kong, and 
nothing is going in there above that amount. Then I asked him to 
put it in a letter to me, as I wanted something with his name signed 
to it that I could put in the Congressional Record. 

Senator Bricker. Who is this you are talking about ? 

Senator Rosertson. The British Minister: the second in command, 
Mr. Christopher Steele, and his assistant informed me today that he 
would have to get specific figures from the British Board of Trade, 
but that he had communicated with London to get those specific figures 
and they would put it in a letter to me as to the steps they had taken 
to control not only rubber but every other item that might be called 
munitions of war. Mr. Steele also told me today that under the head 
of locomotives alleged to have been shipped, that they were bicycles, 
and that the Minister over there that tried to explain this matter to 
Mr. Churchill had not done a very good job of it, and that the figures 

ut out by the board of trade itself were a little difficult to understand, 

ut they were going to get me the official and exact figures, and I will 
make them available to the Senate, because I know Mr. Steele is a 
very responsible and honest type of man. 
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Senator Bricker. Have you seen this article? 

Senator Roperrson. I saw the one published in the paper about the 
tremendous shipment of rubber all over a period of 9 months, and it is 
really astounding, and I take it it alarmed the British people them- 
selves. They did not realize what was happening, but I do think that 
since the issue was discussed, and since the British, who had 10,000 
men in Korea, found that it is not very nice to tell the British people 
that they were furnishing bullets to kill their own boys with; that they 
had become just as much concerned as ‘we. I only wish they had 100,- 
000 over there instead of 10,000, and this thing would have come to a 
head before this. 

Senator Dirksen. Will the gentleman yield? 

Senator Rosertson. I yield. 
Senator Dmxsen. How could the British people avoid knowing 
about it when the files of Senator O’Conor’s committee will show a 
statement by a public official in London in late February that they 
intended to continue this practice, notwithstanding, so long as there 

were no restrictions upon them. 

Senator Roserrson. I think if Mr. Churchill of the Conservative 
Party had been fully advised of the amount of this trade they would 
have raised the issue in Parliament long before they did. 

Senator ScHorpreL. Would the Senator yield? 

Senator Rosertson. Yes. 

Senator ScuorPren. The Senator from Virginia has indicated he 
has taken up the matter with the British consul or the British Am- 
bassador. I would like to ask the Senator this question: Would the 
Senator be interested in knowing how much rubber has been shipped 
from the United States straight to Great Britain in the last 4 or 5 
months, or will the Senator inquire about that? 

Senator Rosertson. I will be glad to do it, but Mr. Sawyer testified 
yesterday, as I recall, that we had put very stringent restrictions on all 
shipments from this country that could be relayed to any Communist 
country. 

Ths’ Cranes. That is correct. But one of the reasons for the 
increase in wool was that the Australian wool crop was sold to a 
large extent to Russia, if I remember. 

Mr. Larson. I think that is right. 

The Cuatrman. That was done last fall. 

Senator Rozertson. In answer to the Senator’s inquiry about what 
we have shipped, the Senator from Connecticut tells me that we 
shipped to the British 120,000 tons. 

Senator Benton. No. The British shipped to Red China, in an- 
swer to Senator Dirksen’s question. It was the discovery of the great 
amount of it that caused this shock in England and the response on 
the part of the British people. 

Senator Dmxsen. The fact of the matter is that 66,000 tons is not 
hay, as a matter of fact, and that was done last year. 

Senator Bricker. May I ask Mr. Larson, has the Government 
from our stockpile or otherwise shipped any rubber to Great Britain 
in the last year? 

Mr. Larson. No. In response to Senator Schoeppel’s statement in 
that connection, I can say categorically that, since the General Serv- 
ices Administration has 5 a the exclusive purchaser of rubber—no 
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crude rubber has been imported into the United States except to the 
account of and under the jurisdiction and control of the General 
Services Administration since the 29th of December 1950—there has 
been no crude rubber reshipped to Britain or to any other country. 

Senator Bricker. In other words, your agency is not shipping out 
any rubber at all to any country. It is used exclusively for the 
United States and its needs? 

Mr. Larson. So far as crude rubber goes, that is correct, sir. 

Senator Bricker. What about synthetic; is that true of synthetic? 

Mr. Larson. I do not have jurisdiction over synthetic, and I could 
not say. My feeling is that that is also true of synthetic, for the 
simple reason that we have not had nearly enough to meet our own 
needs. 

The following was later submitted for the record by the Office 

of International Trade, Department of Commerce :) 


Exports of rubber and manufactures, 1950, and January and February 1951, by 
selected areas and countries of distination 


[Value in thousands of dollars] 





1951 
Annual, 
950 ! | 


| January ! 


February ! 





Total, all countries , 220 | 8, 825 | 8, 816 


5 


Canada : ‘ ; 5, 238 | 1, 832 | 1, 973 
uthern North America 5, 23: 1, 113 
Mexi 314 
471 
816 
126 

ADRS os 2 sg ic kacbsntntomoasa gids guabaweakaesé 307 
ECA countries... , 916 , 036 1,075 
United Kingdom i 2, 247 | 50 | 229 
‘rance ‘ 136 





Tran 
Republic of Philippines -___-- : xe ve 6, 705 | 

China... \ 250 | le 
Hong Kong ‘ =a 323 (?) 





! For security reasons, country data excludes statistics for truck, bus, and aircraft tires and casings be- 
ginning July 1, 1950. These exports, amounting to $14,568,000 in July-December 1950, $2,465,000 in Jan- 
uary 1951, and $2,839,000 in Febrary 1951, are included in the totals. 

? Less than $500. 


Senator Bricker. That is the reason it is serious. 
Let me read a bit of this into the record. This is from Reuter’s 
which is a responsible news agency in Britain. It says: 


Prime Minister Attlee, grilled in the House of Commons yesterday about 
British exports to China, admitted the Chinese are still getting some rubber 
from British possessions, but not in “strategic” quantities. 

He discounted suggestions that supplies from Britain had been used by Chi- 
nese Communists against British troops in Korea, and added: “Everybody knows 
the source of Chinese arms.” 

Britain’s policy on rubber and other strategic raw materials was worked out 
“in accord” with the United States, he added. 

Attlee, back in Commons after a long illness, said there was no way of seeing 
that China got no rubber at all. He said that the system of licensing exports, 


in effect since April 9, prevented the Chinese from getting large quantities from 
British possessions. 


[ am trying to get at what part the United States played in that 
program, if any, and if we knew about it. 
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Mr. Larson. I will say this categorically, Senator: Insofar as the 
procurement agency of the Government is concerned, that statement 
that it was worked out in accord with the policies of the United States 
is incorrect, because we have protested, and to our personal knowledge 
the State Department has protested, to the importation of large quan- 
tities of crude rubber in the north China ports ever since August of 
last year, and that information likewise disturbed me when I read it. 

Senator Bricker. Is there any other responsible official of Govern- 
ment of whom we could inquire regarding his matter ? t 

Mr. Larson. I presume the diplomatic level would be a source. I 
would not be aware of everything that is taking place; but, insofar 
as the State Department’s working with us in GSA on the rubber 
program is concerned, they have felt just exactly as we have felt. 

Senator Bricker. I think the Senator from Virginia might be able 
to supplement his request-—— 

Senator Ropertson. As a matter of fact, I fully agree with the 
Senator from Ohio that the agency that ought to furnish this infor- 
mation is the top-level diplomatic agency, our State Department. I 
should not have to be chasing this thing around to find out what they 
ure doing. 

The RS If the Senator wishes the chairman to send for the 
State Department, I will be glad to do so. 

Senator Bricker. I think we ought to do that. 

A dispatch like that is very disturbing to the American people. 

The CHarrMan. Without objection, the statement from Reuter’s 
Agency will be put in the record, and Mr. Parsons will be authorized 
to ask the State Department to send a proper representative down 


here to explain to this committee what England is doing—— 
Senator Bricker. What we agreed to. 
Tue CuarrmMan. What the United States agreed to insofar as ship- 
ments of rubber or any other material of war into China are concerned. 
(The article referred to follows :) 


Russer Porticy OK’p spy UNIrTep States, Says ATTLEE 


Lonpon, May 4.—Prime Minister Attlee, grilled in the House of Commons yes- 
terday about British exports to China, admitted the Chinese are still getting 
some rubber from British possessions, but not in “strategic” quantities. 

He discounted suggestions that supplies from Britain had been used by Chinese 
Communists against British troops in Korea and added: “Everybody knows the 
source of Chinese arms.” 


HAD UNITED STATES 0. K., HE SAYS 


Britain’s policy on rubber and other strategic raw materials was worked out 
“in accord” with the United States, he added. 

Attlee, back in Commons after a long illness, said there was no way of seeing 
that China got no rubber at all. He said that the system of licensing exports, 
in effect since April 9, prevented the Chinese from getting large quantities from 
British possessions. 

He had been tackled on the problem by the Conservative opposition. The Con- 
servatives had intended to demand a full debate on the subject next week, but in 
view of the Prime Minister’s statement may hold their fire. 

However, Raymond Blackburn, former Labor member of Parliament, now sit- 
ting as in Independent, has introduced a motion censuring the Government for 
supplying materials to China and Defense Minister Shinwell for his “ignorance” 
ot the facts of trade with China. 

His motion, which may.be debated May 31, charged the Government had per- 
mitted the export to China of 120,000 tons of rubber between July 1950 and March 
1951, as well as quantities of steel manufactured goods. 
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COMPLETE BAN URGED 


Attlee got off to a bad start in the House today by saying at first there had 
been a ban on all major strategic materials to China. Then he corrected himself 
and explained about the export-licensing system. 

Anthony Eden, deputy Conservative leader, protested about the correction and 
asked if supplies of rubber to China couldn’t be held up entirely. 

“It is really a question of quantities,” said Attlee; “obviously, large quantities 
would amount to strategic aid but very small quantities of rubber for a particular 
purpose would not.” 

Senator Dirksen. Mr. Chairman, may I just supplement that by 
saying, Would it not be a good idea to ask Senator O’Conor if he 
wants to make a statement for the record /—because that subcommittee 
has a complete file on this matter. 

The Cuatrman. Well, we know what Senator O’Conor did, and I 
want to take my hat off to him and the committee, but at the same time 
we are sending for representatives of the State Department. I will be 
glad to bhide by the wishes of the committee. Is it the wish of the 
committee to have Senator O’Conor make a statement, too! 

Senator Roserrson. I might also mention this: Joseph C. Harsch, 
one of the best reporters in Washington—and he spent years in the 
Orient, and is a top-flight reporter for the Christian Science Monitor— 
published a very illuminating article this week on the front page of 
the Christian Science Monitor, in which he gave the information that 
he had been able, from various sources, to assemble; and, according 
to his article, it may be that they did not start until April to do it, 
but since that time the British Government has made a very sincere 
effort to shut out from Communist China all types of munitions of war, 
including rubber. But we do not know the details, and I think our 
State Department could very properly come in here and tell us, and 
especially if we had any agreement by which Great Britain might step 
up their shipments of rubber to China far above any normal demand. 

The CHamrmaNn. Would Friday afternoon be satisfactory? We 
have Dr. George Taylor, and we could get the State Department in 
first. 

Without objection then, we will ask the State Department to send 
a representative here who can give the committee advios on the ship- 
ments of rubber and other critical materials from England to Com- 
munist China or Russia. 

Senator Bricker. Mr. Gibson, one more question : 

On page 5 you discussed the requisition power which has been given 
to the Government, and its use and its necessity, and I agree thoroughly 
with the statement you made as to the necessity of the requisitioning 
power. But in these amendments you ask for further power to con- 
demn property. You can now requisition supplies of materials, and 
anything of that kind. This coridemnation applies to plants and 
facilities. 

What reason do you have for suggesting the Government ought to 
have the power to condemn, which means taking over title permanently 
rather than the power to requisition—which means the taking over for 
the duration or for use in the emergency period ¢ 

Mr. Ginson. That is in line with the suggestion that authority be 
given to build plants where necessary and where we need them quickly. 
There may be a situation that would require or would make it desirable 
to undertake the condemnation of a plant for the production to put 
into the war effort. 
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Senator Bricker. You could requisition it for the war effort; could 
you not, as you have in some instances? 

Mr. Gipson. That is a legal question, sir, and I would like to ask 
counsel—— 

Senator Bricker. It disturbs me that the Government could take 
away a business from a man permanently, or from a corporation, take 
it away permanently for Government use.outside of the need for the 
war effort, which can be accomplished fully by the requisitioning 

ower. 
i Mr. Kenna. Sir, it is not contemplated to take property outside 
_ of defense. 

Senator Bricker. I do not care what is contemplated. I am going 
to question the power, and it is up to us to determine it. I do not 
care what you contemplate doing now. You may not be in office, 
and Mr. Gibson may be gone, and we may get hold of somebody 
that does not like some corporation and say, “We have to have this 
for Government purposes and we are going to take it over and put 
you out of business.” That is the part of it that Ido not under- 
stand the need for, and I do not like it. 

Mr. Kenpatx. The language of the act is fairly restricted. It 
restricts it to defense purposes, sir. 

Senator Bricker. Granted, but why do you need the power of con- 
demnation when you have full authority to requisition ? 

Mr. Kenpatt, I think I could give you a good example of that, 

sir. . 
Senator Bricker. I would like to have it. 
Mr. Kenpati. The requisitioning authority is limited to equip- 
ment and facilities for the production of equipment. It might . 
necessary to take over a piece of land that had no facility on it at all. 
It is not a production facility in any sense. It might be used for an 
Army base or it might be necessary to take bare land for the con- 
struction of a plant. 

Senator Bricker. You can do that now for an Army camp. You 
do not need it in this bill. That is the express power of the Gov- 
ernment, At the present time you can condemn property for that 
purpose, 

The Cuatrman. They are condemning too much property in my 
State. 

Senator Bricker. That is what I am getting at, Mr. Chairman. 

The Cuartrman. They are taking all the land away from the people. 

Senator Rozpertson. Mr. Chairman, I would like to pursue for 
a few minutes an inquiry developed by the Senator from Ohio. 

In title IT of the Defense Production Act of 1950, Public Law 774, 
Eighty-first Congress, we put in a declaration of policy, and we 
said what the intention of Congress. was as to how the President 
should use the powers that were conferred upon him, and in the last 
line of that declaration the committee agreed to my suggestion to 
include these words: 

Within the framework, as far as possible, of the American system of com- 
petitive enterprise. 

Do you endorse that declaration of policy, Mr. Gibson? 

Mr. Gipson. Yes. 

penator Roszertson. It is your purpose to carry it out in that man- 
ner 
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Mr. Grason. Most assuredly. 

Senator Rosertson. Then we had a definition in the bill of what 
was national defense, and we put this language in after much dis- 
cussion. We were not altogether satisfied with what it meant after 
we put it in there, but we did the best we could. 

The term “national defense” means the operations and activities of the 
Armed Forces, the Atomic Energy Commission, or any other Government depart- 
ment or agency directly or indirectly that substantially is concerned with the 
national defense for operations or activities in connection with the Mutual 
Defense Assistance Act of 1949, as amended. 

I imagine the production and utilization of steel, aluminum and all 
strategic metals, minerals, oil and gasoline, are direct defense opera- 
tions, are they not? 

Mr. Greson. Yes, sir. 

Senator Roperrson. The Army needs food, clothing, medicine, 
housing, they would be indirect but substantial, and maybe a part 
of the national-defense program ? 

Mr. Gipson. Yes, sir. 

Senator Rosertson. Can you think of any major industrial activity 
in this Nation that is not either directly or indirectly substantially 
involved in national defense in a major industry ? 

Mr. Grsson. The manufacture, of course, of toys or straight decora- 
tive articles of some sort or another, I would think was outside of it. 

Senator Rosertson. Costume jewelry, perfume, and things of that 
kind, they would not be involved. 

Mr. Gisson. That is right. 

Senator Ropertson. We do not generally list those as major indus- 
trial activities. 

You have discussed quite at length the necessity of the powers of 
requisition. The language in the present law is satisfactory to you, 
is it not? 

Mr. Grsson. Except for the condemnation of real estate. 

Senator Roperrson. It reads: 

Whenever the President determines (1) that the use of any equipment, sup- 
plies, or component parts thereof, or materials or facilities necessary for the 


manufacture, servicing, or operating of such equipment, supplies, or component 
parts, is neded for the national defense— 


well, as we have seen, that covers all our major industries— 


(2) that such need is immediate and impending and such as will not admit of 
delay or resort to any other source of supply— 


it has a limitation upon the power— 


(3) that all other means of obtaining the use of such property for the defense 
of the United States upon fair and reasonable terms— 

that is your private enterprise system. If I have some property and 
you want it, I could put a price on it, and if you do not like the 
price you do not have to pay it, and if I do not like your offer I do 
not have to take it, but we are going to modify that private enterprise 
system by this clause, but we tried not to modify it too much. We 
wanted to stay so far as possible within the framework of the enter- 
prise system, so we put those limitations on— 


that all other means of obtaining the use of such property for the defense 
of the United States upon fair and reasonable terms have been exhausted, he 
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is authorized to requisition such property or the use thereof for the defense of 
the United States. 

That is a pretty broad grant of power, is it not? 

Mr. Gisson. Yes, sir. 

Senator Roserrson. When Mr. Wilson was here, I asked him if he 
had originated all the ideas in this bill and he mentioned two that he 
had originated and said a good many others originated some of the 
others. You discussed this morning the need for requisition, but you 
made no mention of the fact that on page 2 of the new bill section 
101 reads as follows: 

Title II of the Defense Production Act of 1950 is amended by adding to the 
heading thereof the words “and condemn”. 

Did that suggestion originate with you? 

Mr. Gipson. That suggestion originated, I am sure, in our agency, 
not with me personally. 

Senator Roperrson. We have already found out that you have very 
broad powers to requisition, but there are limitations upon them. 
Then we are going to reenact the definition of national defense which 
we have found covers every major industry in the Nation. And then 
we are going to provide: 

Whenever the President deems it necessary in the interest of national defense— 
and that is most anything he wants to do— 


he may acquire by purchase, donation, or other means of transfer, or may Cause 
proceedings to be instituted in any court having jurisdiction of such proceedings 
to acquire by condemnation, any real property, including facilities, temporary 
use thereof, or other interest therein, together with any personal property located 
thereon or used therewith, that he deems necessary for the national defense— 
national defense meaning most everything we do. 

That gives for the first time in our history the power to a President 
to move In, institute proceedings in a court, take immediate possession 
of whatever he wants to condemn, and then the Government takes over 
and operates, puts private business out of business and pays him what- 
ever the court says is what we intend to pay him. 

Is not that a rather broad provision, and what kind of plant do you 
have in mind that you are going to need that power for? 

Mr. Gisson. I doubt if there is a definite plant in mind. It is a 
provision that we feel would be helpful if a situation arose and one 
that might never be used, but there might be a time that it was felt 
it would be helpful to use. 

Senator Rospertson. Do you remember what Thomas Jefferson once 
said: 

Let no more be heard of confidence in man. Bind him down from mischief 
by the chains of the Constitution. 

Mr. Gieson. Yes, sir. 

Senator Roperrson. We have a very definite provision in the Con- 
stitution that you cannot go in there and condemn a man’s property 
whenever you get ready and call it a need of national defense. 

You think the Congress should forget about Jefferson’s injunction 
and give this administration, when you may not be here with us, and 
Mr. Wilson may not be here with us, and a good many others that we 
now have great confidence in may not be with us, to move in on any 
major industry in this country and condemn it, when you already 
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have in this law, and which we will probably have in the new law, the 
very broad and unusual provision for acqusition, but under certain 
limitations, that you have got to have it right now, you cannot get any 
satisfactory contract, and nothing will do, but you move in and op- 
erate, but you still do not get title to it. 

Do you think this committee should go ahead with this condemna- 
tion section that is in here that you said originated somewhere, if it 
did not originate with you? 

Mr. Gipson. I am advised that it would be helpful, sir, and I do 
not think we would request it if we did not feel that it would be help- 
ful to us. I find it very difficult, of course, to answer your question. 

Senator RoBerTson. f thinks these powers are pretty broad already 
as to who is going to be ae 

Senator Dirksen. Will the Senator permit a question at that point / 

Senator Rosrertson. Yes. 

Senator Dirxsen. Mr. Kendall, it is not even necessary, as I read 
the items on pages 2 and 3, to show a refusal on the part of the owner 
to sell. Once you have filed your condemnation petition you can go 
ahead and you do not have to consult him any more beyond that 
point, do you, if at all? 

Senator Rosertson. There is no limitation, sir, at all. 

Senator Bricker. That is an arbitrary power. 

Senator Rosertson. All you have to say is we need it in the national 
defense and, bingo, you lose it. 

Mr. Kenpauu. In that respect it differs from the requisitioning au- 
thority earlier in the title. I should say, though, that the condemna- 
tion provision here is only a change in the basic law of the Nation to 
the extent that it allows a quicker take-over in the immediate building 
or changing of the property. This is not something new. It was 
comtained in title Il of the Second War Powers Act of 1942. The 
Government of the United States has the eminent-domain right and 
could take over the same thing which this covers, but it could only do 
it more slowly. 

Senator Bricker. If it is needed for permanent Government use you 
can, but that is a restriction in the Constitution, and we are going clear 
beyond that power. 

Senator Rosertson. That is all, Mr. Chairman. 

Senator Bricker. I have one or two more questions, and I want to 
thank the Senator from Virginia in support of that. I think it is a 
very dangerous power to give any public official. 

ou mentioned something in here on page 13 about guaranteeing 
public loans. I do not understand what the necessity is for guarantee- 
ing a public loan unless it is one department guaranteeing another. 
It is taking money out of one pocket and putting it in the other, as 
l understand it. It is rather confusing to me. 

Mr. Greson. Those guaranties are to cover excessive risk, and, I 
believe, have been considered necessary by the services in placing con- 
tracts in order to enable them to get the contract and the loan under 
such a contract and have it guaranteed. I am not too familiar with 
that section. We do not operate under that. 

Senator Bricker. We do not know the purpose of it. It just seems 
to me like one Government department guarantees—maybe this Gov- 
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ernment has apiiens so big that you have to have one department guar- 
anteeing another’s action. 

The Cuarrman. I wanted to ask Mr. Larson, since you asked this 
question, if that had anything to do with the recommendation on 
page 21, to give the President authority to create new corporations 
for this purpose. Not for the purpose he spoke of but for the purposes 
of defense. You are the head of a Government agency and you have a 
little difficulty getting enough money to operate what you have. Am I 
wrong on that, Mr. Larson? 4 

Mr. Larson. I have difficulty getting money; ves, sir. You are the 
chairman of my appropriations committee. 

The Cuairman. Do you believe we need war corporations, Govern- 
ment war corporations? I think that ties in with what Senator 
Bricker has asked. 

Mr. Gisson. The provision about guaranteeing loans made by public 
organizations is already in the act. That is in the proposed amend- 
ment to the present act. 

Senator Bricker. Well, the only thing I can see about it is that it 
takes it outside the appropriation power of Congress by one depart- 
ment of Government guaranteeing the loan and credit of another. 

The Cuarrman. It does not guarantee the President the right to 
create new corporations, does it? 

Mr. Gisson. No, sir. 

The Cuarrman. But that is in this recommendation. 

Mr. Girson. Not in this. 

The Cuarrman. Well, that might tie in with this. 

Mr. Larson. Well, insofar as my rather limited operation under this 
guaranteed loan arrangement is concerned, I had never realized that 
there would be any necessity for, or that there was authority for, the 
guaranteeing by one Government agency of a loan of another Govern- 
ment agency. 

The CHatrmMan. Well, if you formed a lot of new Government 
agencies under the recommendations on page 21 it might be. 

Mr. Larson. It could possibly be, but I think Mr. Gibson is referring 
only to V-loans, what we call These, or private loans, guaranteeing 
private loans. 

Senator Bricker. That is in the bill now, that is all right. But this 
public loan guaranteeing is what I cannot get around. What is the 
reason for it? Who brought it? Who recommended it? 

Mr. Hate. That is in the present act now, section 301 (a) now pro- 
vides that the guaranteeing agencies, the procurement agencies, may 
guarantee in whole or in part any public or private financing institu- 
tion. 

Senator Bricker. Why the necessity for guaranteeing a public loan? 
What is the purpose of it, and who guarantees who? 

Mr. Harz. The Department of Commerce has guaranteed a small 
number of loans under section 301, They have all been private loans. 
There does not seem to be any occasion, so far as we have seen, to 
guarantee a public loan. The ones we have guaranteed have been loans 
made by a private bank in one city or another. 

Senator Bricker. Now then, the only reason for it that I can see, 
if you do have these public corporations, would be for them to go out 
with this limited authority to loan, borrow, or anything else, and the 
Government guarantees that. That is a pretty broad power. 
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The Cuatrman. Does Mr. Larson believe we ought to have more 
corporations ¢ 

Senator Bricker. They ask for it in here. 

The Cuarrman. But I wanted to get his judgment, because he is 
trying to run one now without quite enough money. 

Mr. Larson. Well, I have a business operation, I have no cor- 
poration. 

The Carman. I understand that, but you are charged with fact- 
finding and a lot of things which might well be done by a corporation. 

Mr. Larson. We indulge in what might be classified as strictly 
business operations, insofar as the Government is concerned. 

The Cuamrman. Well, why do we need more? You have pretty 
broad authority in a business way. 

Mr. Larson. I think this recommendation was made because it was 
felt by some-of the people in the defense mobilization effort that as 
a result of our experience in the last war that there was greater flexi- 
bility in the use of a Government corporation, so far as moving in 
and doing business directly with private corporations than there was 
in the normal Government department. There are, obviously, some 
desirable features. My personal and individual—and not my official— 
opinion is that the same thing can be accomplished in existing Govern- 
ment organizations. 

The CHarmman. In other words, we have enough Government or- 

anizations now to accomplish whatever is necessary without this. 
hat is your personal opinion, not your official opinion ? 

Mr. Larson. There is only one thing that has handicapped us in 
our operations which may or may not be cured by corporate powers, 
I do not know, and I do not wish to be put in the position of opposing 
the administration’s stand in this connection, but that handicap to 
which I refer had been a requirement that we fully obligate all con- 
tingent liabilities assumed by the Government in the conduct of our 
procurement programs and expansion of facility programs. 

Now my personal opinion, again, is that we should not have to do 
that. That can be corrected by clarifying the law, and I am not so 
sure but what it is not accomplished in here, even aside from this 
reference to the authority to form corporations. Where we could 
set up a prudent reserve and obligate only that prudent reserve 
rather than requiring the Treasury to go out and set up a tax pro- 
gram, or a deficiency financing program, to provide for the raising of a 
lot of money which we, obviously, are never going to need, but under 
the present fiscal policies of the Government if we, for instance, are 
given a directive by Mr. Gibson to go out and purchase tungsten for 
resale, we assume an obligation, a contingent liability on the part of 
the Government, for the full dollar value of that program, and using 
tungsten as an example that program is $185 million. But all of us 
who have had business experience know that as a result of the need for 
tungsten now that we will never have to put cash out of the Treasury 
amounting to more than 20 or 25 million dollars, yet we have obligated 
$185 million, or we will have if we go through with this program on 
that basis. 

Now, I say I am not sure that that would be corrected with a cor- 
porate device, but. it could be corrected by a simple amendment to this 
act, and that policy made clear and become official statutory Govern- 
ment policy. I think it would clear up the Bureau of the Budget and 
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the Appropriations Committee’s concern about our having to obligate 
the full amount. That is the only handicap that we in GSA have 
had in the conduct of our business. 

It is my further personal opinion, as a result of my experience in 
liquidating Government corporations, that if we can accomplish the 
same thing, in an existing and a continuing Government authority, 
we can save a lot of money and a lot of the impact created by the 
necessity for liquidation. You gentlemen’all know my experience 
in War Assets Administration, in which we liquidated the old Defense 
Plant Corporation and a great many others. 

It cost the taxpayers almost a billion dollars to liquidate that 
organization. In my opinion, if that operation had been conducted 
in a continuing Government authority, it could have been done for 
half or a third of what it cost us to do it, and I think a better job 
would have been done. Thatis my personal opinion. _, 

Senator Benton. What do you mean, “cost a billion dollars”? You 
mean we sold the facilities ? 

Mr. Larson. I mean the supplies and organization, just to run the 
War Assets Administration, there was $950,000,000 appropriated by 
the Congress to pay the overhead. 

Senator Benron. Just for the overhead ? 

Mr. Larson. Yes. 

Senator Benron. Not the loss on the sale of the property. 

Mr. Larson. At one time we had 62,000 people. We recruited 
62,000 people in 3 months. Obviously it was not an efficient organi- 
zation. It had to create policies, it had to gain experience, and it 
had to do it in an expensive manner. I think that there are other 
cases in which a Government corporation might be advantageous. 

One of the advantages of the corporate device which has been 
pointed out is that in dealing with private corporations or individuals 
the legal status of a Government corporation is such that as the private 
individual, if he feels he has a grievance, can go into any court and 
bring action, whereas he cannot bring action against a continuing 
Government authority without the consent of the Government, al- 
though there are due processes of law open to him, the Court of 
Claims, and so forth. It is debatable in my mind whether that is a 
particular advantage. I certainly want to be fair in saying that there 
is a lot of flexibility to be gained in a corporation, but I think a 
Government corporation should be created very hesitatingly, and 
after it has been definitely proven that the job cannot be accom- 
plished otherwise. 

Senator Dirksen. Mr. Larson, by putting all your eggs in the same 
basket, it is infinitely easier for Congress to watch them. 

Mr. Larson. That was the theory behind the creating of GSA, to 
have a central agency, where we could know the cost of managing the 
Government’s property and the cost of the Government’s procurement 
program, insofar 
, Senator Bricker. To find out how much property the Government 

as. 

Mr. Larson. And, as you gentlemen know, as a practical result of 
that, I am having to ask for appropriations much larger than the 
Congress ever realized it was paying for the management of its prop- 
erty and, therefore, the Congress is very aware and I am very aware 
of that situation. 
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Senator Bricker. That is a good thing. 

Mr. Larson. It is a good thing, if you do not cut me too deep, Sen- 
ator Bricker. 

Senator Bricker. One further question. You mention on page 8, 
Mr. Gibson, the Program Adjustment Committee and a Requirements 
Committee. Who make up those two committees / 

Mr. Grsson. Those committees are made up of responsible repre- 
sentatives from the different agencies, which are claimant agencies 
and file claims with the program bureau for supplies and quantities of 
materials. It is a committee where we can get the experience of the 
whole of Government in the production effort before we actually make 
our allocation figures. 

Senator Bricker. That deals with your war needs / 

Mr. Gipson. Yes, sir; entirely. 

Senator Bricker. “The Requirements Committee,” you say, “is 
made up of broad gage representatives of the various segments of our 
industrial economy.” That deals with the distribution of the short 
oe materials? 

Mr. Gipson. That is right. 

Senator Bricker. That brings me to a question in regard to one 
matter, and maybe we should not be dealing with details in this com- 
mittee hearing, but it has been brought to my attention, and I do 
know the teed, and that is in regard to the freight-car situation. 


Your committee has not yet made the allocation for the freight-car 
needs? 

Mr. Gipson. That is right. 

Senator Bricker. It was estimated to be on the basis of 10,000 
freight cars. I know there is a great shortage now, and even if you 


make 10,000 new cars a month you lose about 4,500, and that leaves 
a net gain of 5,500, and there is now a shortage of 15,000 in daily need, 
and it has risen as high this year as 33,000. How soon do you an- 
ticipate that that allocation will be made, so that they can know what 
they can get? 

Mr. Gipson. I hope this week. 

Senator Bricker. Do you think it will be held to the 10,000? 

Mr. Gisson. I would rather not comment, sir, at this time, unless 
you want me to. That is one of the things that is under discussion. 

Senator Bricker. Well, it is up to you. All I want to do is empha- 
size the need and the imparity of the situation we have in transporta- 
tion, which may get worse when the supplies start to flow. 

Mr. Gipson. Well, of course, the job of the committee is to balance 
the supply with the requirements, and there are going to be a number 
of disappointments, there is no question about it. We do not have 
material enough even to do everything we would like to do in the 
defense effort and yet we recognize that we must support a civilian 
economy as well. 

Senator Bricker. Of course, the freight-car situation I do not ap- 
proach from the standpoint of civilian economy, and yet it is in that 
segment, as much as I do the need for the war effort. When these 
supplies start to flow and we do not have enough freight cars to 
handle them, you are going to have wheat that is piling up in the 
West, and you are going to have supplies from the factories on the 
docks and at shipping points that we cannot move. 

Mr. Gisson. Ore to move; finished products to move. 
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The Cuarrman. We are going to have a lot of cattle piled up, too. 

Senator Bricker. And maybe some cotton. But all T want to do is 
to emphasize what I think is the great need, not only in the domestic 
allocation, but in the war effort itself, looking to next fall and the 
coming winter for transportation needs. This was very forcibly 
brought to our attention last year in the Interstate and Foreign Com- 
merce Committee hearings on the transportation situation, and it is 
getting progressively worse, I think. Now they are willing to make 
them, the railroads are willing to buy.them, and all they need is the 
steel. I am simply trying ahr this to your attention to empha- 
size the need in the war effort, not only for the railroads or the domestic 
economy. 

Mr. Gipson. I can assure you, Senator Bricker, we are acutely 
conscious of that. This whole subject was discussed. Mr. Wilson, 
Mr. Fleischmann, and I sat down on Monday night and again last 
night, and also Mr. Wampler. 

Senator Frear. Mr. Chairman, I want to associate myself with the 
remarks that you made regarding small business some time earlier in 
this discussion. 

Mr. Gibson, on page 13 of your report you refer to something our 
subcommittee has been speaking of recently, the RFC. Would you 
care to give, in a few brief words, in addition to this, the association 
you feel RFC can play in the matter of financing, as far as the defense 
organization is concerned ¢ 

r. Gipson. The RFC, of course, is authorized to make certain loans. 

Senator Frear. On its own, you mean ¢ 

Mr. Gipson. Yes, sir. 

Senator Frear. That is true. 

Mr. Gipson. Then on the loans under section 302 that are made by 
the delegate agencies certified to by us they act as the fiscal agent for us. 

Senator Frear. They also do field work for you, do they not? 

Mr. Gipson. They do the field work and report to us, through their 
field offices and agents, the situation and the needs and possibilities 
and the financial statements of these companies. 

Senator Frear. If you did not have the opportunity to use the staffs 
of RFC would it be necessary for the Defense Mobilization to create 
a staff to do that field work? 

Mr. Gisson. Either that or if there is another agency, and I do not 
know of an agency at the moment that we could use. We need that 
service, yes, sir, and there is no other place I know to get it. 

Senator Frear. Thank you. 

Senator Scuorrret. Mr. Gibson, I have a few questions here and 
I would like to get some of your ideas on this tax amortization and the 
building of new plants. 

Have you been thinking in terms of the dispersal program, along 
that line, putting some of these . if we are Seccod to go into that 
phase of operations, into some of these less congested areas in different 
sections of the United States, or are they going to be in certain con- 
gested areas? 

The Cuatrman. Will the Senator yield one moment? 

Senator Scuorrre.. Surely. 

The Carman. I want to call your attention to a memorandum 
from Charles S. Murphy, special counsel to the President, to Mr. 
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Charles W. Davis, clerk of the House Ways and Means Committee, 
that was printed when we passed the law in connection with what 
Senator Schoeppel says. It reads in part: 


It is the administration’s view, therefore, that provisions for accelerated 
amortization are desirable and should be enacted. 

Such special tax incentives should be of particular significance in inducing 
firms to select locations for new plants with primary regard for national security 
rather than economic considerations. It may be very desirable to ask businesses 
to locate new plants in places other than those they would select on the basis of 
cost and market considerations. Accelerated amortization may be used to com- 
pensate businesses which participate in such industrial dispersal. 


I would like to put the entire correspondence between the administra- 
tion and the Ways and Means Committee in the record. 
(The material referred to follows :) 
SEPTEMBER 15, 1950. 
Mr. CHARLEs W. Davis, 
Clerk of the Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Deak Mr. DAvis: Upon receipt of your letter of September 12 relating to 
amortization of emergency facilities, I arranged for consideration of the ques- 
tions raised therein by the representatives of the departments and agencies of 
the Government principally concerned with this matter. 

Attached is a memorandum setting forth the views arrived at as a result of 
this consideration of the questions raised in your letter. I think it can be fairly 
said that this memorandum represents the best judgment of the administration 
on these questions. 

Please assure Chairman Doughton and the other members of the conference 
committee that we are grateful, as always, for their consideration of our views 

Sincerely yours, 
CHARLEs 8S. MurpHy, 
Special Counsel to the President. 


MEMORANDUM CONCERNING AMORTIZATION OF EMERGENCY FACILITIES 


This memorandum is in response to the questions relating to amortization 
of emergency facilities, raised at Chairman Doughton’s request in Mr. Davis’ 
letter of September 12, 1950. In drafting this memorandum, the Treasury, 
Defense, Agriculture, Commerce, and Interior Departments, the Council of Eco- 
nomic Advisers, the National Security Resources Board, and the Bureau of the 
budget have been consulted. 

Before answering the specific questions, it would be well to state the adminis- 
tration’s general point of view concerning the provision of accelerated amortiza- 
tion under the tax laws, and its relation to the national defense effort. 

At the present time, it is necessary to increase very rapidly our output of 
defense equipment and supplies. While this requires considerable conversion of 
existing facilities, particularly in the short run, we must be prepared for a 
large defense program which may last for many years. Consequently, to the 
largest possible extent we should meet our defense needs by creating additional! 
productive facilities. This is true not only of facilities needed directly to turn 
out implements of war, but also of facilities needed to expand our production of 
basic materials, such as steel, and basic equipment, such as machine tools. 

A large expansion of needed investment by private businessmen will un- 
doubtedly be forthcoming without any special Government help. But it seems 
clear that, especially in a period of high corporate taxes (even without regard 
to the excess profits tax), there will be many cases in which businessmen will be 
reluctant to build needed facilities, without Government help, because they can- 
not be assured that the facilities will be economically useful throughout their 
normal period of life. 

There are a number of ways in which such Government help may be made 
available. Under the Defense Production Act, the Government is authorized 
to make loans and loan guaranties, and to make special procurement contracts, 
all of which may be effective in getting desirable facilities built. 

Another means of aiding private investment is provided by permitting accel- 
erated amortization of emergency facilities, for tax purposes. Provisions to 
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permit this are contained in H. R. 8920 as it passed the Senate. The purpose of 
these provisions is to encourage private companies to build facilities needed for 
defense, by permitting them in appropriate cases to recover part or all of their 
investment in such facilities in 5 years, without regard to the regular amortiza- 
tion provisions of the tax law. From the standpoint of the Government, this 
tax incentive can help get facilities built where and when they will be most useful. 
From the standpoint of the private owner, it helps to ensure that he will not be 
left, when the emergency is over, with facilities which are not valuable in his 
enterprise, but on which he has still to recover his investment. 

“It is the administration’s view, therefore, that provisions for accelerated 
amortization are desirable and should be enacted. 

“Such special tax incentives:should be of particular significance in inducing 
firms to select locations for new plants with primary regard for national 
security rather than economic considerations. It may be very desirable to ask 
businesses to locate new plants in places other than those they would select on 
the basis of cost and market considerations. Accelerated amortization may be 
used to compensate businesses which participate in such industrial dispersal.” 

With respect to the specific questions, the following comments are offered: 

The first question was, “Is there evidence that facilities required for the 
Korean War and for the long-range defense program are being delayed because 
of the rigidity of existing depreciation policies under the tax law?” 

There is evidence that, in a substantial number of cases, the building of new 
facilities required for the defense program is being delayed because there is no 
provision now in the law for accelerated amortization. While businessmen 
generally expect that such-a provision will be enacted, they do not know whether 
it will be retroactive, nor do they know to what extent they may benefit by it. 
Consequently, they are reluctant to make investments, both because of their 
concern as to the risks involved in building facilities that may not pay out, and 
because they anticipate the enactment of accelerated amortization legislation 
of some sort at some future date which might yield them benefits not now 
available. 

It is expected that this question will become of increasing importance as the 
procurement agencies place more and more defense orders. It is expected, for 
example, that additional facilities will be required in the near future for pro- 
ducing electronics equipment; miniature bearings; various guided missile com- 
ponents; some industrial chemicals; military aircraft engines; some explosive 
materials; and large presses and other special types of metal working equ” 
ment. The needed expansion in these lines is much greater than normal growth 
of demand would warrant, and more than the usual business risk would attach 
to such expansion unless provisions were made for quickly recovering the capital 
outlays. We do not know now the extent to which accelerated amortization will 
need to be used in these cases, if at all, but it is the uniform judgment of the 
Government officials concerned that accelerated amortization will be necessary 
in some cases and should be authorized now. 

The second question asks, “When the risk of acquisition of facilities needed 
for the defense program is too great for private capital under existing law, under 
what circumstances would it be to the best interests of the Government to pro- 
vide for direct financing, and under what situations would it be advantageous 
to provide for indirect financing through the tax incentive of accelerated de- 
preciation?” 

In a large defense production program, both direct Government construction 
and ownership of defense facilities, and private construction and ownership 
assisted by tax incentives and other financial aids, will be needed. Many factors 
are involved in the decision as to which method is most advantageous to the 
Government in any given case. In general, private construction is clearly pre- 
ferable in cases in which only a fraction of the output is for direct defense use, 
or in which a new facility is an integral part of an existing plant or production 
process. Direct Government construction may be preferable, and is often 
necessary, in cases in which plants are exclusively or predominantly usable only 
to produce implements of war, and are unrelated to existing plants. 

At the present time, the Government has no general authority for direct con- 
struction and ownership of defense facilities. Authority for direct Government 
construction would be desirable to supplement an accelerated amortization law, 
since if the Government has no alternative except reliance on the willingness 
of businessmen to expand facilities, it may be forced to be more generous in ex- 
tending tax benefits than is actually justified. The Government obviously should 
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be in a position to build defense facilities if private companies will not do so 
except on exorbitant terms. 

Nevertheless, an accelerated amortization law is needed now, and should not 
be delayed pending the enactment of general authority for the Government 
to build defense facilities. 

The third question is, “In view of the criticism of the Brewster committee that 
the certificates of necessity in World War II resulted in ‘legal profiteering’ and 
that ‘many companies came out of the war with new valuable, fully amortized 
facilities which they could either use, or as some have done, sell,’ would the en- 
actment of amendment 106 provide sufficient guarantee against a repetition of 
the World War II experience?” 

The purpose of a rapid amortization statute is to get needed defense facilities 
built. The World War II statute did get needed facilities built; in this respect 
it was clearly successful. 

The criticism of the Brewster committee was apparently directed against cer- 
tain aspects of the administration of the World War II statute. Many private 
businesses were permitted to amortize, during the war, facilities which in fact 
turned out to be extremely valuable for nondefense purposes when the war 
was over. They were then able to make profits from those facilities taxable at 
lower postwar rates or to sell the facilities and pay only capital gains tax rates 
on the resulting income. 

Insofar as is consistent with the primary purpose of getting needed facilities 
built, the law obviously should be administered so as to minimize postemergency 
advantages to the businessmen who can build them. No law can “guarantee” 
against such special advantages, because matters of judgment are involved in each 
case. The present language of H. R. 9420 does, however, clearly permit the 
President to establish proper and uniform standards and procedures for admin- 
istering the rapid amortization provision. Furthermore, the present language 
clearly contemplates that the Government should permit accelerated amortization 
of only a part of the investment in cases where some postemergency usefulness 
for the facilities can be expected. These provisions appear to be sufficient, if 
administered firmly, to enable the Government to minimize special advantages 
of the type which the Brewster committee criticized. If experience indicates 
that amendments are needed, either to guard against abuse or to increase the 
effectiveness of accelerated amortization as an incentive for plant expansion, 
they can be made later. 

The fourth question was, “Since the amortization deduction is offset against 
ordinary income, should the provision be amended to prevent the application 
of the capital gains tax rate upon the sale of a fully amortized facility?” 

We believe that it would be highly desirable to provide that any gain upon 
the sale of amortized facilities be taxable as ordinary income, to the extent that 
umortization had exceeded normal depreciation. Such a provision would pre- 
vent one type of special advantage which was possible under the amortization 
provisions of World War II. The justification for allowing a speeded-up write 
off of plant costs against large profits under high tax rates, including excess 
profits tax, is that the plant may be useless after the emergency. If the plant is 
sold later at a profit, this assumption would obviously be proved false. Since 
the accelerated amortization allowance during an emergency is applied against 
ordinary income taxes, it would seem only fair that any subsequent gain result- 
ing from the sale of an amortized facility should be taxed at ordinary income tax 
rates, rather than at capital gains rates. 

This could be accomplished by adding to the bill an amendment of section 
117 (g) of the Internal Revenue Code which would add a new paragraph to that 
section along the following lines: 

“(3) gains from the sale of any emergency facility, as defined in section 
124A (d), shall be considered as short-term capital gains to the extent that the 
amortization allowed under such section exceeds the depreciation, otherwise 
allowable under section 23 (1) with respect to such facility.” 

Such a provision would not reduce the legitimate incentive given business- 
men by granting accelerated amortization, since businessmen request accelerated 
amortization not for the purpose of obtaining facilities for later sale at a profit, 
but for the purpose of protecting themselves against the possibility of later loss. 

The fifth question was, “Is the subject of amortization so interrelated with 
other problems such as enactment of an excess-profits tax and renegotiation 
of war contracts as to warrant postponement of legislative action until these 
other subjects are considered by Congress? As precedent, both amortization 
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and an excess-profits tax were included in the Second Revenue Act of 1940.” 
The rate at which facilities are amortized is an element of cost in calculating 
business ,profits. Consequently, accelerated amortization has a bearing upon 
the calculation of excess profits for purposes of taxation or renegotiation. 
It is the administration's view, however, that this relationship does not make it 
advisable to postpone considerations of accelerated amortization. In any period 
of growing defense efforts, one of the most urgent problems is to expand facili- 


ties. To postpone providing for accelerated amortization could seriously delay 
such expansion. 


When excess-profits tax and renegotiation legislation is enacted, it will be 
necessary, of course, to consider the interrefationship of the three types of legis- 
lation, and possibly to amend the accelerated amortization provisions, assuming 
they are enacted in the meantime. 

Mr. Gipson. Possibly our success in that direction has not been all 
that it should be, but that is a considered part of what we study in 
taking up the question of one of these certificates of necessity. 

Of course, in the begining, sir, it was necessary, we felt to obtain 
certain materials. Steel, for instance. We knew we were going to 
need a certain amount of steel, and we could not wait until our require- 
ments were developed, or it would be that much later which would, 
we felt, be an unfortunate thing. So that we went on with steel rather 
quickly, for a limited amount, within which we were sure of our 
requirements. 

Senator ScHorpre.. I grant all that, and nobody is seriously object- 
ing to that. You have done a pretty good job on that, but you are 
asking for new and additional authority. We are interested in what 
is going to be your future program on that. You put a lot of these 
amortization certificates out, allow many plants to be expanded in cer- 
tain congested areas, and I am afraid we are going to get into difficulty 
there from a safety angle. I am wondering what you are going to do 
in the future. I am very glad this letter goes into the record and 
when you have the time to check it over I am just wondering whether 
you wiil be generally in accord with it. 

Mr. Gipson. We are. We are not going to be perfect, of course, but 
I think we will go a long way toward doing what the Senator feels 
should be done. 

Senator ScHorrre.. Of course, we have a lot of areas in this coun- 
try where we must take into consideration: labor, transportation, 
and a great many other things, but certainly they did not have to be 
expanding in these areas all the way down the line and increasing 
the hazard. That is the reason why I point it out to you, Mr. Gibson, 
and I think it is a very important thing for us to consider. 

Mr. Grsson. We agree it is important and I can assure you it will 
be made a part of our deliberations. 

Of course, these certificates are sent to the delegate agencies for their 
study and recommendation and then we take, with a modestly small 
staff, and check what they have done. We try not to duplicate it or to 
hold it up, but we do check, and one of the questions we ask is that 
very question. 

Senator ScHorpret. I think it will be most helpful if you approach 
it that way. You are limited in time, of course. 

Again coming back to a matter which may be pin-pointing some- 
thing, but I think it is very important: Some of us on these various 
committees of Congress, including myself, have had many inquiries 
about the heating industry, for instance. It was not even classified 
by your department—of course, you have not been here too long—that 
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is the trouble. You fellows change around pretty fast. But it was 
not even classified as an essential industry. Yet I read reports in the 
newspapers that there have been restrictions placed on, for instance, 
a decorative fence made of steel, and a lot of those things. Here is the 
heating industry, an accredited industry in the field of housing, has 
been cut way short against mill schedules, and now I am told we 
cannot get it until October. They have been cut to something like 
twenty thousand tons a month, when 80 percent of production would 
require at least sixty, fifty-six, or fifty-eight thousands tons of steel a 
month in an essential industry, in my humble opinion. I have been 
told, and I was told by a witness who appeared before this committee, 
that you are the man to whom to talk about that. That is the reason 
I am bringing it up. I am just curious to know for that essential in- 
dustry whether you do not think there should be some flexibility in 
the method of quickly approaching the problem to see if something 
could not be set aside for them to meet their requirements. They are 
not going to pile it up as inventory. The demands are here for them, 
and it is a most essential thing for us to consider. 

Now, if we wait for your controlled-materials plan, Mr. Gibson, 
which plan you are going to put into effect sometime in July, it means 
that by the time you get felt we probably will not get it on the 


trestle board for operation until August or September. Mill sched- 
ules will be closed on those items and on that type of work, and unless 
you move faster than I think you can, we will not get it until the first 
of next year. What is your program for that? 

Mr. Greson. I hope that Mr. Wampler will get the third-quarter 


allocations out this week. They are pressing me for a decision today 
on some of the items or provisions that we are trying to work out in our 
list of allocations. If we get those out today or tomorrow, Mr. 
Fleischmann feels that we will be able to fit in the July program at 
the mills and not block things out that should be done, sir. 

Senator Scnorrre.. Then I am glad I asked the question, because 
that very answer indicates to me it is pretty pertinent. 

This is very serious to these manufacturers who are limited by the 
fact that it is a seasonal operation, which is why it is so important. 

I do not want to take too much of your time, but I come from an 
agricultural area and we have been kicked around here before this 
committee by some very responsible people on the food situation and 
on subsidies. I am just wondering how far you fellows are looking 
forward. Now you are asking for authority for importation. What 
do you have in mind on that? Can you enlighten us in that regard? 

Mr. Grsson. I understand Mr. Wilson, in answer to that question, 
pleaded that it might affect the commodity, the price situation in re- 
gard to it, if he named the commodity. 

Senator ScHoerret. I understand he was to give that to us in execu- 
tive session. 

Mr. Greson. Yes. 

Senator Scnorrren. I wonder if you had anything in mind beyond 
what Mr. Wilson is contemplating? 

Mr. Grrson. No, sir. 

Senator Scnorrre.. Do you have in mind going out and developing 
: ee program on, for instance, meat, and certain types of 

oods 
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Mr. Gipson. No, sir. I think that is a provision which it is felt 
could be used to prevent certain situations on the stabilization side 
more than any other place. 

Senator Scuorrret. Would that be a subject for, let us say, execu- 
tive session discussion ? 

Mr. Gipson. Yes, sir. ' 

The CHarrman. By the way, do you want to have an executive 
session on that, or do you want that information to be filed with the 
record ? _ 

Senator Scnorrre. I think it ought to be filed, Mr. Chairman. 

The Cuarmman. Without objection, will you notify Mr. Wilson, 
Mr. Gibson, that instead of having an executive session you will give 
us that information in restricted form, so that all the members of 
the committee may see it; that is, the information on the commodities 
you intend to subsidize. 

Mr. Grsson. Very happy to, Mr. Chairman. 

(The information referred to was covered in executive session and 
appears on p. 644.) 

Senator Bricker. I think that would bring prices down, would it 
not, instead of bringing them up? 

Mr. Grsson. Somebody might go out and try to build an inventory 
today if that was brought out. 

Senator Bricker. Well, I am perfectly satisfied with that. 

Senator Scnorrre.. Going back to one other thing, Mr. Gibson, the 
repair situation in the agricultural areas is getting pretty acute, if 
our mail is indicative of what is actually happening, and some of us 
have checked it most carefully and not casually, I can assure you, and 
it is a pretty serious proposition. I am sure that the men in. your 
department are probably considering some type of allocation of steel 
on that most important phase of this thing, if you expect stepped-up 
production and if you expect the fullest utilization of the mechaniza- 
tion programs that we are all relying on now for this heavy production. 

Mr. Gisson. Yes, sir. 

The CHarrman. Senator Douglas? 

Senator Doucias. Mr. Gibson, I would like to ask whether you are 
still processing tax-amortization certificates on plants upon which 
construction was begun before Korea. 

Mr. Gisson. I think that under the law anyone was allowed to come 
in with a request for tax amortization if his plant was started after 
January 1, 1950. Is that the date, Mr. Kendall, with respect to 
construction after January 1? 

Senator Doveras. 1950 or 1949? 

Mr. Gisson. January 1, 1950. 

Senator Dovetas. So you are still receiving applications for 
plants—— 

Mr. Gisson. No, sir. The deadline on that, Senator Douglas, I 
think, was March 25. 

Senator Doveras. I mean the applications filed prior to that date 
are now being processed ? 

Mr. Greson. That is correct. 

Senator Doveras. So that plants upon which construction was 
begun or was under way between the Ist of January and the 27th 
of June 1950—that is, during the 6 months prior to Korea—are now in 
the process of being granted ? 
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Mr. Gisson. Yes, sir. 

Senator Dove.as. Have you thought of the question of a directive 
which — restrict future tax amortization on plants begun after 
June 

Mr. Gisson. You mean broadly, sir, or in specific areas? 

Senator Dove.as. No; as a general rule, have you thought of saying 
that from now on we will not grant tax-amortization certificates on 
plants begun before June 27 ¢ 

Mr. Gisson. Oh, no; we have not. 

Senator Dovetas. I wonder if you would not consider that. 

Let me ask you this question: If plants were begun before June 27, 
before there was any such tax-amortization law on the books, cer- 
tainly the inducement of accelerated tax amortization was not needed 
in order to get construction. Therefore it would seem to be, if I may 
use a $64 word, a work of supererogation to grant a tax amortization 
when it was not needed to get the plants originally started or under 
way. 

Mr. Gipson. I would be very happy to discuss that with those in 
my agency and the others which have the authority or, rather, the 
responsibility for tax amortization. 

ator Doveias. I wonder if we could discuss it here a little bit, 
too, for this reason: Certainly it would not seem that tax amortiza- 
tion would be needed to get the completion of a plant for which plans 
were drawn and construction started prior to ions Those plants 


were obviously intended for peacetime purposes and obviously, in the 
case of responsible concerns, financing had been obtained. 

Now to permit tax amortization for these concerns would seem to 
me to be granting a privilege which was not necessary in order to 


get the expansion. As a matter of fact, I think it was a mistake in 
most instances to have done this in the past, and I do not think it 
was obligatory upon the NPA or DPA to have granted such privileges. 

But I am willing to be forgiving on this matter, because I under- 
stand the problems of haste, and of building competent staffs to process 
the flood of applications.. I am not disposed to be censorious, but I 
would think that now might be a good time to lock the door. I do 
not say that the horse has been stolen, but I do say that many horses 
have escaped. 

Senator Benton. How many horses are there that have come out 
this door ¢ 

Mr. Gipson. I do not have those figures. I would have to make an 
investigation. We have not, as I say, considered that. I think it 
is a very interesting question. 

Senator Doveuas. I would like to hear an argument as to why you 
should not close the door on pre-Korea plants. 

Mr. Gipson. Having done it in some instances it might be con- 
sidered unfair to shut people off as of that date. 

The Carman. The only fair way would be to get them all, the 
$18 billion, I mean, if they are justified, 

Mr. Greson. Yes, sir; if they qualified. 

fn Cuairman. Get the whole thing. That is the only fair way 
to do it. 

Senator Dovetas. Mr. Gibson, may I say in reply to your statement, 
that to take the position that once having given this to some you should 
give it to all, this would be compounding an error. 
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Mr. Gipson. It would very well be. 

Senator Scuorrren. Will the Senator yield for a question ? 

Senator Dove tas. Yes. I find myself a witness now, instead of 
Mr. Gibson. 

Senator ScHorrret. By way of clarification, the Senator from Llli- 
nois suggests to chop it off and shut the door ¢ 

Senator Dovatas. No, no. 

Senator Scuorrret. That is what I wanted to get clear. 

Senator Doucias. I am suggesting-that only in the case of those 
plants upon which construction was started prior to June 27, we 
should now stop giving certificates of necessity for tax-amortization 
purposes. 

Senator ScHorrreL. We have hundreds and hundreds of applica- 
tions of legitimate small businesses that they have not even looked at 


as yet. 

adion Dove.as. For a new plant, begun after Korea I would 
agree. Those applications, of course, should be processed, and I am 
somewhat fearful that they may be lost in the shulfle, but on plants 
that were started prior to June 27, I think it was a mistake to grant 
these certificates in the first place. I do not think it was required by 
the law, but I will say, in the interest of national unity, that I know 
you gentlemen are under great strain, and I am not disposed to put you 
in the pillory. But I do believe that repentance and a change of heart, 
even though you do not have to humiliate yourself publicly, is very 
desirable. 

I would like if I may, a report, given to this committee of the 
number of concerns whose applications for certificates of necessity 
and for tax-amortization purposes are pending, upon which con- 
struction had been started prior to June 27 or perhaps July 1, if that 
is an easier date, and I most earnestly ask that the DPA and NPA 
consider the question of a directive and make a report to this com- 
mittee as to what they are going to do about it. 

Mr. Gisson. I would be very happy to do that, sir. 

Senator Bricker. The fact is, it may be the determined policy of 
the Congress written into the law, and I do not think there is anything 
the Administrator could do about it. If he did anything about it I 
think he would be subject to severe criticism. I think the Congress 
laid that policy down. 

Senator Doueuas. I think there is a good deal of doubt as to what 
the real intent of that —— is. I have it before me, and as I see 
it it gives powers to the DPA to grant these tax amortization cer- 
tificates for construction started after December 31, 1949, but it does 
not direct the Administrator to go back to that date and I think that 
it permits discretionary powers to DPA to impose other dates by 
administration. 

Mr. Grsson. I think that is correct; yes, sir. 

Senator Benton. May I suggest that at the outbreak of hostilities— 
the 27th is not necessarily the correct date, because the fellow who 
started on the 26th of June or one who started on the 28th of June 
would be hard to distinguish between. It would probably take a 
matter of weeks to get going on construction of a plant that was 
precipitated by the outbreak of the fighting. We are probably talking 
about some date a good deal subsequent to June 27. I do not know 
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what the date should be, but in line with the spirit of the questioning 
of the Senator from Illinois I suggest that the date itself was not an 
easy one to fix, but it would be subsequent rather than identical with 
the outbreak of the fighting. 

Senator Bricker. It seems to me the question ought to be deter- 
mined as to whether or not the plant is used for war purposes, rather 
than the date when it was started. 

Mr. Gipson. We are attempting, in some places, to draw what we 
call a normal line of expansion, and where there is a bulge on the nor- 
mal line of expansion, give consideration to —not necessarily grant— 
but give consideration to tax aid in the form of a certificate of neces- 


sity. 

Renttor Benton. May I say that I think that is exactly the spirit of 
Senator Douglas’ questions. 

Senator Dovatas. I think it is, too. That is why I asked the ques- 
tion, do you have any particular industry in mind. 

Senator Benton. He has a very sound presumption that plants 
started before a certain date, in the judgment of the operators, were 
in line with their own judgment in their normal ‘line of expansion 
and after a certain date there is a stronger presumption that they fit 
in, as the Senator from Ohio suggested. 

Mr. Gisson. And we may turn it around, after they have their 
plants and get them to use them on the basis of the war effort for a 
different purpose than they had originally intended. 

Senator Doverias. Though I am of a forgiving nature, I am also of 
an inquisitive nature, so in addition to this list of applications pending 
upon which construction had been started prior to June 27, I wonder if 


Mr. Gibson would be good enough also to submit another list of ap- 
plications that have already been granted for plants, upon which 
construction had started prior to June 26 or 27, so that we may see 
the enormity of our sins in the past and the possibility of repentance 
in the future. 

Mr. Gisson. Yes, sir. 

(The information referred to follows :) 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 


Washington 25, June 1, 1951. 
Hon. BurNer R. MAYBANK, 


Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington 25, D. C. 

Dear SENATOR MAYBANK: Enclosed is the tabulation of applications for neces- 
sity certificates for accelerated tax amortization which I promised you in my 
letter of May 25. 

You will note that, while 21 percent of the value of applications filed through 
May 7 showed construction as beginning before the start of the Korean hostili- 
ties, less than 10 percent of all necessity certificates issued cover such projects. 
On the other hand, denials of such projects amount to 18 percent of all denials. 
While percentages based on the numbers of cases would be somewhat different, I 
believe the dollar amounts to be much more significant than the numbers, especi- 
ally since large projects are sometimes broken up among several applications. 

I hope that this information will answer Senator Douglas’ question 
satisfactorily. 

Sincerely yours, 
E. T. GIBSON, 
Acting Administrator. 


83762—51—pt. 1——-15 
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Applications for necessity certificates, by pre- and post-Korea start of project 
as of May 7, 1951* 
[Amounts in thousands of dollars) 


Filed Denied Pending 
Beginning of Seen rr 


facilities expansion | jum. | Facilities, | Num- | Facilities, | Num- | Facilities, | Num- | Facilities, 
amount ber amount ber amount ber amount 


8,484 | 17, 178, 698 5 310 241,586 | 6,948 11, 559, 707 
Prior to July 1950_...; 2,165 | 3, 43,586 | 1,904 


586, 399 | - 486, 59 3, 055, 916 
July 1950 or later....} 6,319 | 13, 592, 290 , 251 198,000 | 5,044 8, 503, 791 


1 Excludes 90 cases, the files of which were in operating use when tabulation began. 


The Cuarmman. Senator Dirksen. 

Senator Dirksen. Mr. Gibson, what is the present personnel of 
DPA? 

Mr. Gisson. About 300. 

Senator Dirksen. And what do you expect to have at peak ¢ 

Mr. Gisson. That is not far from the peak, Senator. We are using, 
in an attempt not to duplicate, some of the services of the NPA; mail, 
personnel, administration, and things like that; with the two agencies 
fairly close together that might be shared. There are those that 
think it would be better to do it totally independently and in that case 
we might have to go up another 100 or 200. 

Senator Dirxsen. Is there anything restricted about the names and 
the amounts involved in these amortization certificates, or can they 
be inserted in the record ¢ 

Mr. Gipson. No, sir; they can be inserted in the record. 

Senator Dirksen. Mr. Cheatiecan, I wonder if at this point we can- 
not have inserted the names and the general nature of the business, 
the location and the amounts of the amortization certificates. 

The Cuairman. Senator, I would be only too glad to do that, but I 
thought what you wanted to do was to get it by States, rather than by 
the way we have it now. It would take you a month to go through it. 

Senator Dirksen. It would be much better to break it down by 
States. 

The CuarrMan. That is right. If you can break it down by States, 
it would be a great help to anybody that wanted to read it. But do 
you want to put it in as it is? Here is one and you can look through 
it and find out what you want to do about it. 

Senator Dirksen. Well, it would be much better, Mr. Chairman, 
if it were put in by States. 

The Cuamman. I thought it would be much easier if we put it 
in that way. 

Mr. Gisson. There might be a few, Senator, that the services have 
placed whieh they do not want published and in which case I would 
add that as an addendum for executive session. 

Senator Dixsen. I suggest you delete those. 

The Cuatrman. I agree with you. We certainly do not want to 
publish anything that the Defense Department does not wish to have 
published. 

(A breakdown of applications for tax amortizations by industries 


and by States appears on pp. 243-250. A complete list appears in the 
appendix. ) 


Fee eee gn nina aie eilll 


. rn a ae es ioc aaa th ap eta 





A OREO E RNR? SAR EBM NR AS REN BE ees 


tae kode ata 


Uh eee Sag 


' 
ea 
: 
§ 
Re 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 221 


Senator Dirksen. Is there anything restricted about the list of 
those who have received guaranteed loans? 

Mr. Grsson. No, sir. 

The Cuareman. I think I have that list from the RFC. 

Mr. Gipson. We do not have those. They would have to come—— 

The Cuarrman, They sent them all down here to the committee. 

Mr. Grsson. Those are the section 301 guaranteed loans? 

Senator Dirksen. Yes. 

Mr. Grsson. No; we do not handle those. 

Senator Dirksen. Mr. Gibson, what do you use as a yardstick to 
determine the difference between big business and small business? 

Mr. Gisson. It depends somewhat, Senator Dirksen, on the industry. 
Normally we would say 500 or less employees is a small business, but 
that might be an impossible condition with regard to steel or aluminum. 

Senator Dirksen. Using that as a yardstick, would it be possible 
to compile a list showing the number of contracts that have gone 
to big business and little business on that basis ? 

Mr. Gisson. I would feel we could do that for you. 

The Cuamman. Might I interrupt, just for your benefit.’ 

The other day when we had a meeting of the Joint Committee on 
Defense Production I brought over all the records from the RFC and 
hadthem printed. This is Progress Report No. 8. 

Senator Dirxsen. I do not believe that would be the same informa- 
tion that I am requesting here. 

The Cuarrman. These are all the loans that were made. 

Mr. Gipson. Senator, let me be sure I understand you. We would 
have certificates of necessity on loans, but on contracts themselves we 
would not know that. 

Senator Benton. Do you not mean you want a breakdown of 
those employing under 500 and those over that amount on the certifi- 
cates of necessity ? 

Senator Dirksen. I was wondering about any information that we 
may have or might be able to procure. 

Senator Benton. So many of the contracts are subcontracts. 

Senator Dmxsen. First of all, the facts that are involved in this 
great controversy with respect to small business, and I have no doubt 
of the difficulties small business is encountering. I must have had 
at least 100 or more letters in the last several months and some of them 
were threatened with extinction because they are not big enough to 
get defense contracts as prime contractors. ‘They cannot get materials 


- certainly in those cases to do enough business to justify their present 


overheads, and if the President’s message that attended the amend- 
ments that are before us, and if the statement by Mr. Wilson and your 
statement is any criterion, the going is going to be pretty rough in 
the months ahead. I think we have to find out where we are with 
respect to these people, because there has to be some reasonable kind 
of explanation for it if they are expected to make that kind of 
sacrifice. 

Let me ask this: Are you aware of the fact that there are American 
companies today who cannot get adequate steel supplies here but who 
can buy steel abroad and have it imported? I can only say that I 
have definite knowledge of one such concern that managed to get an 
export license in France so that copper could be shipped here, in lieu 
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of copper they could not purchase here. I know of one company 
that could not get citric acid enough to take care of its needs, and 
secured a supply of citric acid from Italy. Are you aware that that 
is the case at the moment? I do not know to what extent, of course. 

Mr. Greson. I am sure there are instances of that, Senator. You 
have stated that you know of them and I am perfectly certain that 
there are. I think there are things, as time goes on, that will be cured 
if there is anything wrong about them, but there is no question, under 
our present system on some of the DO’s—and that is why I feel we 
have got to come out with a CMP and with definite allocations for 
the third and fourth quarter with limitations in them. A DO order 
has been, and there is no question about it, a hunting license and there 
are people with them that have not been able to get the steel they 
should get. 

Senator Dirksen. Mr. Gibson, I notice that the President wants 
authority to exempt some hoarders. That is the way it sounds to 
me——- 

Mr. Girson. I thought that that was—— 

Senator Dirksen. That is at the top of page 2 of the bill: 

The President may prescribe such conditions and exceptions with respect 
to the accumulation of materials in excess of the reasonable demands— 

Does that mean that we want to exempt some people who build up 
inventories as distinguished from others, and if so, what is the reason 
for it? 

Mr. Hare. Could I answer that one, sir? 

Senator Dirksen. Yes. 

Mr. Hate. Under section 102, provision is made for the issuance of 
a list of materials which the public generally cannot acquire in excess 
of the reasonable demands of business for personal or home consump- 
tion. Under the section the mere naming of the material on this list 
will automatically place this ceiling on the amount a man can hold. 
It is not clear from the present provision in section 102 that the 
President can make exceptions to it. Now, there are cases where 
NPA feels quite strongly that people should be able to accumulate 
more than the reasonable demands of business, personal, or home 
consumption, the principal case being imported commodities. If it 
is possible for a person to bring in a supply of commodities to this 
country which otherwise might not get to this country, NPA feels 
it is highly desirable that that snould be done. The authority to 
make such administrative exceptions under appropriate conditions, 
like the importers provision hash they have put in their own in- 
ventory regulation issued under section 101, ought to be possible under 
section 102. This amendment would permit it. 

Incidentally, the proposal does not apply to clause 2 in section 
102; it would not protect people who accumulate for the purpose of 
resale at excessive prices. That would not be permitted. It is simply 
to take care of a case where you want to encourage somebody to bring 
in from abroad more than the amount he immediately needs at the 
moment, or something of that sort. 

Senator Dirksen. Mr. Gibson, would you agree that the amend- 
ments before us with respect to title III constitute, in a sense, a sub- 
sidization of foreign agricultural products, in that you can buy them, 
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bring them into the country, and then resell for less than what you 
paid for them ? 

Mr. Ginson. Yes, sir; that would be a subsidization. 

Senator Dirksen. That is what it amounts to? 

Mr. Gipson. Yes, sir. 

Senator Dirksen. Do you agree that there is a subsidy provision in 
this bill with respect to domestically produced materials—that is 
what the bill says. In your judgment does that include agricultural 
commodities ¢ 

Mr. Gusson. Yes, sir. 

Senator Dirksen. You agree then, that there is subsidy authority 
in this bill? 

Mr. Gipson. Yes, sir. 

Senator Dirksen. Mr. Wilson of the Mobilization Office disagreed 
with that. He disagreed with that yesterday and I wonder who is 
right. 

Senator Bricker. I think it was the day before yesterday it was 
testified to that it does amount to a subsidy of agricultural products, 
because if you remember, and I think it was Mr. Wilson, if I am not 
inistaken, who said this would amount to the ability to put into effect 
the Brannan plan on a limited scale in fringe areas. 

Senator Dirksen. The President’s special message, however, merely 
implied that there would be a request, perhaps, for subsidy authority 
at a later date. Mr. Bergson took that view and did not believe, as 
I remember his testimony, and it was partly in response to my cross- 
examination, that there was any such authority in this bill. 
then, is there such authority in the proposals now before us ? 

Mr. Kenpauu, Senator, I did not hear Mr. Bergson’s comment, 
but I am fairly certain I know what he was talking about. There 
is not a general subsidy authorization in this bill as it stands. There 
is a provision in the amendments which would allow the continuation 
of marginal production by, if necessary, by subsidization, but it 
would not make possible the bringing in of new producers; the amend- 
ment would not make that possible. 

Under the existing act there is a very limited authority to bring 
in new producers, marginal producers, high-cost producers. That 
very limited authority, however, is in terms of there being no other 
way, simply no other way to increase production at less cost to the 
Government. The President, no doubt, had reference and Mr. Berg- 
son had reference, to a substantially broader subsidy program. 

Senator Dirksen. Mr. Kendall, how broad do you conceive the 
language to be with respect to the construction of Government plants 
under this bill ? 

Mr. Kenpaut, I think it is a broad language. 

Senator Dixsen. You do not use such qualifying words, for in- 
stance, as “strategic,” so that the sky is the limit, is it not, under this 
bill as to what you can build? It does not necessarily have to have 
any strategic value ! 

Mr. Kenna. It has to have defense value, as I remember the 
language, sir. I am not sure what your meaning of “strategic” is 
there. 

Senator DirxsEeN. I was just wondering whether there was some 
qualifying language. It just looks to me like opening the authority 


Now, 
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to build any kind of plant the Government wants, and for practical 
purposes, it is almost like the language of the original Spence bill 
some 2 or 3 years ago. 

Mr. Kenpauw. This is, of course, limited to the aid of the national 
defense on the first line. 

Senator Dirksen. What is the limit to aid to national defense?! 
The sky is the limit there, is it not? Is there any exception you can 
think of, outside of getting a haircut? 

Mr. Kenpatu. Yes; there are, as we remarked earlier today; things 
like perfumes, toys and decorative materials, and so on. I do not 
mean to say that this is not a broad provision, Senator Dirksen. It is 
broad. Itis as broad as the one we used in World War II. 

Senator Dirxsen. Mr. Gibson, do you think it is necessary to con- 
template the creation of all these corporations that they have in mind 
as vehicles for doing the job? 

Mr. Gipson. I do. There are not a great many of them, sir. There 
is this minerals reserve and materials reserve. I think it is necessary. 
We work very well with Mr. Larson and I hope we will always con- 
tinue to, but the very reasons that he stated are the reasons that I 
think that type of corporation is going to be well, I won’t say vitally 
necessary, but a very helpful thing in the obtaining of material for 
the war effort. 

The other corporation is Defense Plant Corporation. 

Senator Dirksen. Of course, I am not unmindful that the more 
corporations you create the more attractive the budget of the regular 
agencies look when they get before the REP er idee committee. 

Mr. Gisson. I do not think that is the real object, sir. 

Senator DirksEn. I notice you stated in your remarks, that by using 
certain of these powers you can be assured of the development of cer- 
tain commodities like castor bean oil, for instance, a field into which 
we do not venture too much in this country. Suppose, now, that we 
encourage American producers to go into the castor bean business for 
the purpose of producing oil. What do you see in the future for these 
people when the impact of the emergency is over? Do we liquidate 
them as we did before, the minute they develop some techniques in that 
field? Do we, by developing reciprocal trade agreement programs, 
make it impossible for them to continue on the ground that it is a 
marginal industry for America? We pretty nearly did that with the 
hemp program in World War II. We had about 40 hemp mills around 
the country that were sold for a song, and now we are in the business 
of encouraging people to produce sisal and other fibers because of 
domestic needs. Are we going to liquidate it after it is over, or are you 
looking down the road that far? 

Mr. Gisson. Undoubtedly the quantities and the amounts built up 
could not be used. Now just exactly what we would do when that 
time comes I do not think I have looked that far myself, and I have 
not heard much discussion about it. 

Senator Dirxsen. One other question: Are you reasonably sure 
now that the so-called controlled materials plan will be operating 
July 1? 

Mr. Gisson. It will be in force. The operations, however, are going 
to be very difficult to get really working during the third quarter. 
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Senator Dirksen. With respect to steel, would you prefer that I 
address this question to somebody besides you, or can you answer 
them ¢ 

Mr. Gipson. If there are any questions about steel I can answer 
I will be very happy to do so. 

Senator Dmxsen. Well, I see varying figures that steel capacity in 
America, productive capacity, is rated, I suppose maximum, at roughly 
117 million tons a year. Is that correct? 

Mr. Gisson. That will be the capacity when these steel plants that 
have been certified are in production. 

Senator Dirksen. What is the present capacity of our steel mills? 

Mr. Greson. I think the capacity pre-Korea was 100 to 104 million 
tons. 

Senator Dirksen. What was actual steel production for the cal- 
endar year 1950? 

Mr. Greson. I do not have that figure in mind. It was close to 100 
million, or ninety-some million tons. 

Senator Dimxsen. I think it was 101 million. 

Senator Benon. I think that is right. 

Senator Dirksen. Roughly what proportion of that steel produc- 
tion is being taken by defense today ? 

Mr. Gipson. I think about 20 percent. 

Senator Dirxsen. In the case of special steels how high would that 


Mr. Grsson. I cannot answer that question. It varies from one kind 
of steel to another. 

Senator Dimxsen. Does that 20-percent figure include exports of 
steel to allied nations? 

Mr. Gipson. Yes; it does; I am sure it does. 

Senator Dirxsen. On the basis of present production, then, there 
nee be, roughly, 75 or 80 million tons of steel available for civilian 
needs. 

Mr. Gisson. That is right. 

Senator Dirxsen. What has happened to that steel and why is it 
that even in little companies they cannot get enough steel, it seems, to 
keep their doors open in some cases ? 

r. Gipson. That is something that we do not fully understand. 
We and the NPA are making investigations to find out whether it is 
going places it should not go and whether there are greater quanti- 
ties—we fear it is possible that some concerns with orders are getting 
more steel than they really need, and it is not going to the places 
where it could be used. In other words, there is a tendency to try to 
get what you think you will need, rather than what you actually need 
at the moment. 

Senator Dirksen. Do you have an enforcing arm in DPA? 

Mr. Gtsson. No; we do not. 

Senator Dirksen. Do you have a field service? 

Mr. Gisson. The NPA has a field service. 

Senator Dirksen. You have no field service whatsoever ? 

Mr. Grsson. No, sir. We use the NPA field service whenever we 
need a field service. That is, the regional offices. 

Senator Dirxsen. At present there is little or no check-up on the 
distribution of steel to find out whether there is or is not a very active 
gray or black market in steel ? 
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Mr. Gisson. There has not been enough; no, sir. That has got to be 
set up and is being set up. 

Senator Dmxsen. Do you know whether there is an active gray 
market in steel today, or shall I say “black market” ? 

Mr. Gisson. I would say there is a gray market; yes. 

Senator Drrxsen. Is that a hearsay answer? 

Mr. Greson. That is a hearsay answer, not a knowledgeable answer. 

Senator Dirksen. That is your opinion ? 

Mr. Gieson. Yes, sir. + 

Senator Dirksen. Is there any place in Government where they 
have an opinion based upon fact as to whether there is a black market 
or not ? 

Mr. Ginson. I would say the NPA would have that. Mr. Fleisch- 
mann or the Steel Section of NPA should know about that. 

Senator Dirksen. Do you know of any remedial or enforcement 
action that has been taken, if it can be taken, with respect to that 
situation ? 

Mr. Ginson. I doubt whether anything has been done at the time, 
but there are inventory limitations, yes. But how much check has 
been made on that, sir, I think I would have to inquire of NPA, 
and I think they are the people that can and should give the answer 
to that. 

Senator Bricker. Would not this hoarding provision, under the 
present law, be applicable to hoarding for the black market? 

Mr. Gipson. Oh, yes, we could take it. 

Senator ScnHorpreL. Will Senator Dirksen defer for one question ? 

Senator Dirksen. Yes. 

Senator ScuorrreLt. Mr. Gibson, before a Select Committee on 
Small Business hearing not too many days ago, I asked the question 
of the very agency you were talking about now, whether they had 
pursued a policy to determine what the inventories of steel happened 
to be. They said they would furnish that to that committee. IT am 
wondering if you know about that, and if you think that might not 
me helpful, right in line with what Senator Dirksen has just mentioned 
rere. 

Mr. Grsson. It would be helpful, yes, sir. 

Senator Scnorrre,. Do you not think that is a very necessary thing 
for us to know ? 

Mr. Grsson. Yes, sir. 

Senator Bricker. May I clarify one point, Senator Dirksen? 

Senator Dirksen. Yes. 

Senator Bricker. You mentioned that the present facilities con- 
templated or authorized for expansion in the steel industry would 
amount to 117 million tons of capacity. Is it not estimated by the 
end of this year that that will be the rated capacity of steel produc- 
tion in this country? 

Mr. Girson. I doubt if it is this year. I think that will be some- 
time in 1952 before that is reached. I think the rolling will be ac- 
complished before the end of this year, the rolling of steel for the 
new facilities. 

Senator Bricker. I understand that by the end of the year the pro- 
duction capacity of steel in plants in this country would be approxi- 
mately 117 million tons. 
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Mr. Gisson. That is not my understanding, Senator, that will be 
as high at that time. 

Senator Bricker. It is only what I have seen in the public press. 

The Cuaiman. Senator Benton. 

Senator Benton. Mr. Chairman, may I congratulate you on this 
new plan you have worked out for sending out the mimeographed 
statements of the witnesses in advance. It gave me a chance to read 
Mr. Gibson’s testimony last night, even though I was not able to get 
here in time to hear him summarize it. I think it is a fine new system 
and of great help to the whole committee. 

As an old boyhood friend of Mr. Gibson, I have been particularly 
interested in the comments this morning about the fact that faces 
change pretty fast and all these things are going to happen when he is 
not. here. I earnestly hope his experiences in Washington have not led 
him to think he may be a participant in bringing to fruition any 
such implied prophecies on the part of the committee. 

Mr. Gibson, I have only one line of inquiry, and it has already been 
opened up by Senator Douglas, Senator eee. and Senator Schoep- 
pel. Lagree with Senator Dirksen wholly that the most difficult ques- 
tions that come into my office are from manufacturers, and Connecticut 
is even more highly industrialized, per capita, than Illinois. In fact, 
it is the most highly industrialized State. These questions are from 
the smaller manufacturers, often very substantial, old, good, well- 
financed people, who cannot understand why they are about to be 
greatly restricted or put out of business, because of the inability to 

et materials which they see going to the bigger manufacturers. We 
eel it acutely in Connecticut, in copper. I had the case of a small 
rubber-heel manufacturer that I brought out before the Small Busi- 
ness Committee. He sees the rubber going to the tire manufacturers 
at Senator Bricker’s Akron, Ohio, to be used in rolling around on 
Sunday on our automobiles, and he cannot get the rubber for heels 
even though the shoes are in the warehouse waiting for these heels, 
and he is being shut down. 

Yesterday Mr. Fleischmann, according to this morning’s paper, 
testified that the big businesses were naturally in first because they 
had their Washington representation and the skill and know-how to 
get the defense contracts. Similarly, they are in first, I assume, with 
getting processed the amortization certificates. I have two questions 
growing out of that fact in line with the interests of many members of 
the committee in small business. 

Could not you instigate a system of giving immediately a much 
higher and more rapid priority for the consideration and processing 
of certificates of necessity for amortization for the small businesses ? 
Would that come too radically in conflict with defense production 


needs ? 


Mr. Gisson. No, sir. I think that we are now in a pomtie where 


we can move along that line, certainly, and I would feel that we could 
also take applications from small business and see that they were 
rapidly processed. 5 
enator Benton. In line with your statement before the Select 
Committee on Small Business yesterday, that. you had adequate au- 
thority, this is something you could do. Do I understand that you 


think that is a good suggestion and you propose to try and move ahead 
more rapidly on that? 
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Mr. Gisson. I do. I shall take that up—I am the kind of admin- 
istrator who takes those things up with the people in charge rather 
than tells them to do it, sir, and that is why I say I would rather talk 
with them before I make an actual commitment for the agency. 

Senator Benton. As a very successful and highly skilled admin- 
istrator, do you remember, or were you in close touch with the efforts 
and activities of your associate Mr. Francis in the Defense Plant Cor- 
poration in the last war? ; 

Mr. Gisson. I was not in Government at that time, and while I knew 
what he did I was not part of that work in any way, shape, or form. 

Senator Benton. Do you or Mr. Larson happen to recall the number 
of defense plants that we built through the Defense Plant Corpora- 
tion during the last war? 

Mr. Larson. I think it was about 166. I am not sure. It was 
around $8 billion worth. 

Senator Benton. Did I gather that we now have nearly $18 billion 
in applications for certificates of necessity ? 

r. Grsson. I think that is the figure; yes, sir. 

Senator Benton. Mr. Wilson testified in a very remarkable state- 
ment, I thought a very extraordinary and excellent statement the 
other morning before this committee, about the purposes to which 
you expect to devote the new Defense Plant Corporation for which 
you ask authority to set up. He very rigorously restricts its activities 
to constructing and operating defense plants in a very narrow area, 
where there is no attraction whatsoever to private capital or where 
the location must be in such a spot that it is wholly disadvantageous 
for long-term operations, and so on. 

I would like to inquire whether the alternative plan for stimulating 
plant production, which is the certificate of necessity, may not be 
operating very largel to the advantage of the bigger businesses who 
certainly could look forward to being in the excess profits bracket. 

Mr. Gisson. That probably has been so to date, Senator Benton, 
but I would hope that as we get away from the development—you 
see, of the certificates granted to date, some $314 billion, all except 
$350 million have been granted for the development of materials 
rather than finished products, and, of that $350 million, $200 million 
has gone toward aircraft. Now as we move we are going to have to 
get into that field. 

Senator Benton. How many of the $18 billion has been processed ! 

Mr. Grpson. Three and one-half. 

Senator Benton. It is a fair presumption that those remaining to 
be processed, in line with Mr. Wilson's testimony about the stimula- 
tion of private capital providing incentive to private capital, come 
from firms that have some hope or expectation of being in the excess 
profits bracket. 

Mr. Grsson. Oh, yes. 

Senator Benton. If that is true, I think it would more or less tend 
automatically to emphasize applications coming from the larger firms 
with greater experience and the greater capacity to forecast their 
future in production. Would you agree with that 

Mr. Grsson. I would think that might be so; yes, sir. 

Senator Benron. The alternative, of course, would be to have the 
Defense Plant Corporation build the plants, then lease them to private 
operators, as we did during the last war, and at the end of the war 
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dispose of the plants or sell the plants. That would be a rational 
alternative. 

Mr. Gisson. That would be; yes, sir. ; 

Senator Benton. To the granting of the certificates of necessity. 

Is it not true that under that alternative there would be, perhaps, 
a much greater hope of seeing these plants at the end of the present 
emergency, when they are not used for war production and are to be 
sold to private enterprise, go into the hands of independent manufac- 
turers, new manufacturers, or smaller manufacturers? 

Mr. Grsson. It would be possible. I suppose it would be the hope 
that that would happen. 

Senator Benton. If that was true, and I believe it to be true from 
my own background of business, it seems to me that in our genuflec- 
tions to private business, to private capitalism, and the need for pri- 
vate initiative and to do everything in the world we can to maintain 
all we can of our free-enterprise economy, we may now at the present 
time, in granting the certificates of necessity, in order to do that, be 
following a short-term policy, which may for the long term operate 
against the development of competition in our economy and maximum 
freedom of enterprise. 

Would you with that as a hypothesis that should be explored ? 

Mr. Gisson. I think so; yes, sir. 

Senator Benton. If that is true, I would like to suggest, because I 
have not seen these lists that are going to be put into the record of the 
aes of certificates of necessity-——— 

he Cuarrman. Well, while you are talking about that, who shall 
I send these to to make certain we did not put any secret war plants 
in there? I looked through these because of the testimony we have 
had before the Appropriations Committee from the Army and Navy 
and Marines here last week on the supplemental bill. o shall I 
send those to? 

Mr. Gisson. I am sorry, sir—— 

The CuarrmaNn. I refer to the restricted documents listing the ap- 
proximately $18 billion of tax-amortization applications. Who should 
they be sent to for checking before they are printed ? 

Mr. Gisson. I think the Munitions Board. Mr. Larson suggests 
Mr. Small. 

Senator Benton. I only have one final question, Mr. Chairman—— 

Mr. Gipson. A number of these certificates of necessity are granted 
for only a eorinem as low as 40 percent, some of them 50 or 60. 

Senator Benton. Let me just take a 50-percent certificate. A 50-per 
cent certificate, if the firm is—what is the maximum excess-profits 
bracket, 77 percent ? 

Mr. Grsson. I think so. 

Senator Benton. 77 percent would mean roughly close to 40 percent 
of the total cost of the plant would come out of taxes that would other- 
wise go to the Government. Thus, this firm that has the 50-percent 
certificate expects to get its plant at the end of the emergency at 60 
cents on the dollar, assuming that the price level stays constant and 
costs stay constant. I am over-simplifying this just to make a 
point. You would agree with me that their hope is that they will 
roughly get the plant at 60 cents on the dollar. 

e higher your percentage of amortization goes, of course the lower 


the percentage of cost becomes. In contrast to that, remembering you 
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were discussing only a 50-percent certificate, if the Defense Plant Cor- 
pores built the plant, let us assume it is not the plant they are 
uilding in a remote or uneconomic area for defense reasons. Rather, 
assume it is a plant that is economically located and soundly planned 
for long-time operation. If the Government built that plant and sold 
it for 60 cents on the dollar after the emergency, from the stand- 
point of Government finance, the effect would be identical. I mean, 
if the Government leased the plant to private operators during the 
war and sold the plant after the war for 60 cents on the dollar, the 
effect on Government financing would be identical in that the Gov- 
ernment would lose 40 cents on the dollar under either method. 

Mr. Greson. Of course, after a man has once depreciated his plant 
he then pays taxes on the total amount. Then he does not get any 
benefit. After the 5 years for future taxes he has no benefit at all from 
his tax amortization and must pay taxes if it were a 50-percent 
amortization with only normal depreciation on 50 percent. 

Senator Benron. Similarly, if the man buys the plant at 60 cents on 
the dollar he has then got to pay taxes on whatever he earns out of that 
plant, so it seems to me it figures out roughly the same. If the effect 
on Government financing is identical, the point at issue, then, is how 
do you get the greatest efficiency in operation during this phase of our 
defense economy, and the thing to examine is do you get greater 
efficiency because the man then Cored he owns the plant, expects to 


own it permanently, or because he is leasing it and hopes perhaps he 
will buy it some day. I think you and I might agree the advantage 
may be somewhat on the former side, which is one of the arguments 
for the present policy. 

. But the second thing to examine is the anticipated long-range effect 


on the economy, and I would like to suggest from the anticipated 
long-range effect on the economy the possibility of selling these plants 
to independent manufacturers and smaller manufacturers can have 
highly beneficial effects when the time for conversion from the defense 
effort comes. Would you agree on that? 

Mr. Greson. I would; yes. With regard to plants for the manu- 
facture of production which will be needed ; yes, sir. 

Senator Benron. If that is true—and I am only suggesting that it 
might be worth examination and study, more study perhaps than has 
yet been given—whether you should not have a more liberal policy in 
the Defense Plant Corporation, more resembling that of the last war, 
instead of restricting yourself as tightly as the language Mr. Wilson’s 
memorandum suggests. In other words, I am pleading for greater 
liberalization, because in my judgment, from the standpoint of the 
long-range effect on the economy, I think a very good case could be 
made for the factor of going too far with the certificates of necessity 
and not far enough with the building of Government plants for ulti- 
mate disposal to private individuals. Would you accept that as a 
theory or would you accept that as a question that should be explored 
more thoroughly ? 

Mr. Gipson. Yes; definitely. 

The Cuarrman. Senator Schoeppel. 

Senator Scuorrret. One other question, Mr. Gibson, and I think it 
is most important. 

Do you intend to continue the use of the advisory committees of in- 
dustry before you issue these orders? 
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Mr. Gipson. Yes, sir. 

Senator Scuorpren. The reason I ask that question, Mr. Gibson, 
and I want to be very frank about it, is because numerous complaints 
have come in to this effect, namely: When these industry aes 
committees come in here and go into their little discussions, they pull 
out an order that is already prepared. I think that is not quite in 
the spirit of the act that was passed by the Congress, and I wanted 
to be very sure that you give full faith and credit to what the Congress 
intended when we set up that industry advisory committee. That is 
all I had. 

The Cuarrman. Mr. Gibson, Senator Douglas requested me to ask 
you to comment on a statement he made yesterday to Mr. Fleischmann 
that a directive be issued in granting future amortization certificates 
that priority be given to small businesses coming in for their first 
round over concerns which have already been granted certificates and 
who are applying for a second round, That was the suggestion he 
made here yesterday. He wanted me to ask you if you favored that. 

Mr. Gisson. I am in favor of that generally, sir, but there would 
have to be exceptions, of course, depending on the over-all require- 
ments. 

The Cuarrman. | understand that. Senator Douglas requested I 
ask that for the record. 

Senator Brenton. I think he asked that before he had heard Mr. 
Gibson’s answer to my question which is the same kind of question. 

The Cuarrman. I niedand But when he went out of here he 
asked me to do that. 

When you classify a business as a small business because it has 500 
employees or less, do you consider whether it is an independent small 
business? Otherwise you could have a subsidiary of a large corpora- 
tion employing less than 500 people. Have you given thought to that? 

Mr. Grsson. Yes, sir. I am speaking of the independent business, 
not the subsidiary. 

The Carman. I am glad to hear that because I understood in 
some hearings the Appropriations Committee held on the Armed 
Services, or some report that was made, that that was not considered 
at the time. 

Senator Benton. Do you not like my phrase “small independent 
business” much better than the phrase “small business” ? 

Mr. Grsson. That is what I intended. 

Senator Bricker. Mr. Chairman, I would like to discuss the issue 
brought up by Senator Benton, but we do not have the time. There is 
one matter I would like to leave with you in connection with your 
testimony on page 17 in regard to the metals production program, a 
bill qibRetCAe by Senator Ecton in regard to some of the hang-overs 
from the last war. I-would like you to look it over, Mr. Gibson. I am 
doing it at his request. 

Then Mr. Chairman, may I have introduced in the record an article 
from the New York Times, supported by the Department of Com- 
merce Survey of Current Business, showing the capacity of steel at 
the end of 1952, estimated to be 117,500,000 tons, which is 19,500,000 
tons greater than the total production of the rest of the world. I think 
that is an authenticated article. 
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Also an article from the New York Times entitled “Steel Mills Con- 
tinne Fast Pace,” but indicating a slight drop in April output. 
(The articles referred to follow :) 


{From New York Times, January 25, 1951] 


Our Street Capacity at Env or 1952 To Be 117,500,000 Tons a YeEar—Tu1s WILL 
Be 19,500,000 Tons More THAN Output Last YEAR IN REst oF WORLD—GAIN 
Over 1940 Put at 45 PERCENT 


The greatly accelerated expansion plans of steel companies in the last 3 months 
will raise the total annual steel capacity of the United States to a record high of 
117,500,000 tons at the end of 1952. 

More than 18,000,000 tons will have been added to the total annual capacity in 
3 years from the start of 1950 to the end of 1952, accoring to an announcement 
yesterday by the American Iron and Steel Institute, which based the figures on 
its industry-wide survey just completed. 

An increase of nearly 5,000,000 tons was achieved last year, with the result 
that the annual steel capacity of the United States now exceeds 104,000,000 tons. 

The expansion to a capacity of 117,500,000 tons in two more years is more than 
7,000,000 tons greater than was predicted last October by Secretary of Commerce 
Charles Sawyer. Subsequently, plans were completed for a number of large 
projects that were not visible in October. Among these are the programs an- 
nounced by the United States Steel Corp., the Bethlehem Steel Corp., the National 
Steel Corp., and the New England Steel Development Corp. 

By the end of 1952 steel capacity will have grown about 45 percent to nearly 
36,000,000 tons since 1940. That increase alone exceeds the entire steel-making 
capacity of any other country in the world. 

At full operation the 117,500,000 tons of capacity will enable the production 
of about 19,500,000 tons more steel than was made last year in all the world 
outside the United States, according to an average of world production estimates 
by two trade authorities. The high production will be about 28,000,000 tons more 
steel than was required by the United States in 1944, when the heaviest wartime 
output was reached. 


MANY FACILITIES ENLARGED 


To help support the great gains in steel capacity, the steel companies have been 
enlarging their blast-furnace facilities, coke-oven capacity, and rolling mills and 
other finishing facilities; also, more ore-carrying vessels and other transporta- 
tion facilities are being added. . 

Blast-furnace capacity, rated at 72,471,780 tons at the start of this year—a 
record high level—will reach about 79,300,000 tons by the end of 1952. 

More than 150,000,000 tons of iron ore will be required annually for full-capac- 
ity operations. Huge amounts of coal, limestone, manganese, scrap, and other 
raw materials will be needed, as well as record high amounts of natural gas, 
electric power, and fuel oil. 

The extent of the steel companies’ plans was announced by the institute after 
gathering expansion figures from the companies. It was the third survey in 
6 months. The first survey last June showed that capacity at the end of 1952 
was expected to exceed 105,000,000 tons. Subsequently, a number of additional 
large projects were announced. 

Steel-making furnaces at present are being operated at the highest level ever 
attained. This week, for the first time in history, more than 2,000,000 tons of 
steel is scheduled to be poured in the United States. Such an output continued 
without interruption for a year would mean a total of 105,000,000 tons of steel. 


[From New York Times, May 11, 1951] 
STEEL MILLS CONTINUE Fast Pace, But Aprit Output Drops SLIGHTLY 


The Nation's steel mills continued to improve their productive pace during 
April, but the month’s output of raw steel declined slightly below the record 
March total because of one fewer working day. 

The mills turned out 8,832,000 net tons of ingots and steel for castings last 
month as operations averaged 103 percent of ingot capacity, the American Iron 
and Steel Institute reported yesterday. In the 31-day month of March their 
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production aggregated 9,071,055 tons, a revised figure, on an operating rate of 
102.4 percent. 

The average weekly production of steel in April was 2,059,000 tons, or 11,000 
above the weekly average in March, when the month’s output topped the 
9,000,000-ton level for the first time in history. The average weekly production 
in April 1950, when the month’s output reached 8,224,504 tons on a 100.6 percent 
rate, was 1,917,134 tons. 

Domestic production of steel in the first 4 months of the current year totaled 
34,511,923 tons, an increase of nearly 4,045,000 tons, or more than 13 percent, 
above the output in the similar period of 1950. The production of steel thus far 
this year exceeded by several million tons the entire annual output in 1950 by 
Russia, the largest foreign producer. 

The following table shows the output of steel ingots and castings in net tons 
by months for the last 3 years: 


1951 1950 1949 


1 8, 832, 000 . 224, 504 7, 785, 276 
2 9, 071, 055 , 497, 822 8, 387, 927 
7. 765, 701 6. 803, 032 7, 480, 724 
8, 843, 167 , 941, 797 8, 183, 495 


1950 


ss 38 St 8, 355, 311 

a ; 8, 011, 851 
Octobe 8, 740, 095 
8, 193, 194 

8, 230, 317 

8, 071, 294 

8, 131, 515 

8, 551, 887 

8, 212, 672 
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In the following table is shown the rate of operations in percentage of installed 
capacity by open hearth (O. H.), Bessemer (Bess) and electric (Elec.) furnaces 
by months for the last 12 months, with the total for the industry: 
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Treasury Statement—Revenue receipts and expenditures, close of business, 
May 8, 1951 


RECEIPTS 





This month 


Net budget receipts - 
Income tax withheld and social security 


147, 973, 211 
322, 623, 350 
941, 857 

14, 987, 954 


Income tax, other _.- 

Miscellaneous internal revenue 

Taxes on carriers and their employees. __--- 
Customs. -._-. : : 


EXPENDITU 


Total budget expenditures 
National Defense: 
Air Force 
Army: 
Military functions 
Civil functions........._..-- 


288, 187, 644 
44, 618, 144 
180, 555, 470 
23, 348, 255 
62, 102, 078 


M seed defense assistance. 
Economic Cooperation Act 
Federal Security Agency: 

Social Security Administration _. 

Other _- at 
Interest on ‘public ‘debt _. 

Veterans’ Administration 


14, 475, 421 
9, 244, 197 
45, 171, 885 
760, 102 

| 32,683, 682 
—199, 608, 570 





- -|$1,122,416,069 
| 
247, 651, 553 


Correspond- 
ing period 
last year 


$584, 658, 337 


275, 708, 326 
79, 182,321 
275, 084, 816 
9, 613, 693 
9, 613, 693 


RES 


$936, 584, 498 

80, 779, 866 

142, 063, 185 
() 


85, 597, 755 
1, 934, 747 
91, 872, 453 


3, 327, 280 
3, 327, 280 
5, 887, 485 
42, 257, 754 
736, 767 





—351, 926, 160 


Fiscal year 1951 


$38, 830, 474, 317 


13, 485, 115, 388 
18, 818, 962, 342 
8, 279, 306, 434 
434, 459, 795 
537, 492, 786 


$35, 269, 368, 848 


5, 006, 248, 230 
5, 320, 732, 566 
916, 706, 009 
4, 600, 352, 333 
592, 397, 477 
2, 090, 981, 944 


1, 055, 116, 177 
1, 055, 116, 177 
291, 750, 365 

3, 937, 434, 906 
42, 591,675 

+3, 561, 105, 469 





Correspond- 
ing period 
fiscal year 1950 


$30, 905, 177, 516 


10, 009, 381, 349 
10, 180, 638, 354 
7, 160, 445, 760 
420, 023, 832 
353, 990, 560 


| $33, 845, 289, 619 
2, 899, 510, 580 


3, 729, 106, 803 

1 1, 365, 276, 879 
3, 574, 984, 395 
8, 518, 271 

2, 999, 170, 342 


988, 327, 949 
988, 327, 849 
240, 366, 896 

4, 045, 709, 567 
450, 624, 702 
—2, 940, 112, 120 





! Daily comparative figures are not available on account of changes in classification. Adjustment is made 


on the last day of each month. 
Gross public debt this date, $254,512,664,117 


Mr. Greson. That was at the end of 
Senator Bricker. Yes. 


; year ago, $255,811,608,881 
Assets: Gold, $21,754,937,594; year ago, $24,249,100,044; balance today, $6,563,831,171.20. 


1952? 


The Carman. We had a lot of these records printed in Progress 
Report No. 7, that Mr. Wilson prepared for us with the heading of 
“Building America’s might.” I guess you are familiar with that. 
Senator Benton. Mr. Chairman, as perhaps the oldest friend of Mr. 
Gibson in the room, may I congratulate him on his vitality and his 
continued resistance and his excellent performance this morning. 
Senator Bricker. We all appreciate it very much. 
The Cuarrman. We are certainly happy to have had you here, Mr. 


Gibson, and I want to thank you, too. 


The only question I want to find out now from you gentlemen is 
what Senator Bricker and myself asked, and then at that time we 
might ask you some questions about the plan. 


Thank you, Mr. Larson. 


(The following information was submitted for the record: ) 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 


Hon. BuRNET R. MAYBANK, 


Washington 


Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


DeaR Mr. CHAIRMAN: 


25, D. C., 


June 4, 1951. 


During the hearings on the proposed extension and 


amendment to the Defense Production Act, several questions were raised con- 


cerning thé administration of the tax amortization program. 


following information will be of some assistance in that connection. 


I hope that the 
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The first. point involves construction begun before the Korean invasion. As 
you know, the Revenue Act of 1950 included within the scope of section 124A 
all emergency facilities completed after December 31, 1949, whether initiated 
before or after passage of the act. In accordance with this provision, we are 
passing upon applications with respect to facilities begun before July 1, 1950, 
as well as thdse concerning expansion initiated after that date. The same tests 
are applied to each type since the statute clearly places them on equal footing. 
Even if it were possible in the face of the statute to make administrative dis- 
tinctions based solely upon pre-Korean construction, it would seem to be dis- 
criminatory to do so now. Some essential projects initiated before July 1, 
1950, have already been granted certificates and it would seem to be unfair 
to change the rules at this late date even though the expected total of pre-Korean 
expansions will amount to a relatively small part of the over-all program. 

The second point involves the possibility that one concern might receive more 
than one certificate for the same type of expansion before applications from 
other firms with the same sort of project are passed upon. This has happened 
in the past from time to time but in most cases, at least, the expansion of 
critical basic materials was involved and we knew that to meet our goals we 
would have to certify all reasonable projects for those materials as rapidly 
as possible. We have attempted in all cases to avoid such duplication to the 
extent possible at that stage of the expansion program, 

As we progress from the basic materials field to the expansion of facilities 
for the production of end products and components, and have a greater number 
of concerns applying for certificates for the same sort of productive facilities, 
it will be easier to meet our goals with little duplication. I have notified my 
own staff that as a general practice no applicant shall receive more than one 
certificate covering the same type of facility until after applications from all 
other firms dealing with similar projects have been considered. A firm would 
received a second certificate only if additional capacity is still needed. Excep 
tions may become necessary to meet special circumstances, but in general we 
will adhere to this policy. The agencies which recommend amortization assist- 
ance will also be informed of this policy and will be instructed to make their 
recommendations in accordance with it. 

The third point concerns the processing of small business applications. Natu- 
rally enough, very few of the applications from small firms involve the heavy 
industries to which most of our early attention has necessarily been given. 
Those that did apply were given full consideration. The bulk of the small 
firms, however, have made applications involving facilities in the lighter indus- 
tries which, like other applications with respect to those industries, generally 
have not yet been considered. You will appreciate the difficulty of making 
an informed appraisal of any application for an end product facility, whether 
from a large firm or a small one, until the production of that industry could 
be considered as a whole. It would be a mistake, of course, to attempt to 
approve or deny any particular application before that time. However, as 
we move into the lighter industries, prompt consideration can and will be 
given to applications from small firms in those industries. 

I trust this information will be helpful and will be glad to submit any addi- 
tional material you may require. 

Sincerely yours, 
E. T. Grrson, 
Acting Administrator. 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
Washington 25, May 25, 1951. 
Hon. Burner R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington 25, D. C. 

Deak SENATOR MAYBANK: Your committe requested data on the issuance of 
certificates of necessity for accelerated tax amortization at the hearings at the 
beginning of this month. : 

I am enclosing our latest tabulations of both applications and certificates 
issued. These include the breakdowns by State and by industry which your 
committee requested. The data are for the most part up to date as of May 7. 


83762—51—pt. 1——16 
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We will have a new set of tables next week covering our activities through 
May 25, and I shall forward these to you as soon as they are available. 

Also enclosed is a special study of certificates issued, classified by size of 
firm. These data are subject to several unavoidable limitations which are 
outlined in the enclosure, and we have not as yet released them elsewhere. 

Senator Douglas requested an additional breakdown showing whether the 
construction covered by an application for a certificate of necessity was started 
before or after the start of hostilities in Korea in Jume 1950. We have had a 
special group of 25 people going through the operating files to ascertain this 
information and shall tabulate it for both certificates. issued and applications 
pending. I regret that this work will not be completed until early next week. 

I hope that this information will fulfill the needs of your committee. 

Sincerely yours, 
BE. T. Grsson, 
Acting Administrator. 


CERTIFICATES OF NECESSITY AND THE SIZE oF COMPANY 


Great difficulty is encountered in classifying certificates of necessity by size 
of firm receiving the certificate. The application did not call for the size of 
the company requesting a certificate. The number of workers now employed 
on the facility would be an inadequate measure because it bears no reference to 
company employment or even to the employment of a given plant. No clear defi- 
nition exists as to exactly what constitutes a facility. For example, one steel 
company may request a certificate of necessity for an entirely new integrated 
plant treating it as a single facility. In another instance a facility may be merely 
the addition of a group of open-hearth furnaces to a previously constructed 
plant. Workers on an entirely new facility would be reported at the time of 
filing of the application as zero. 

A tabulation by size of application would not necessarily be correct because a 
large company may request a certificate for a small addition. Likewise, a small 
company might request a certificate for a completely new plant. The average 
certificate size does not increase directly with the size of firm when the latter 
is measured in terms of employment. 

It was necessary to classify the plants in terms of data which were not 
immediately available from the application forms. The Bureau of the Census 
undertook to match the names of firms receiving necessity certificates with 
companies reporting to the Bureau in the Census of Manufactures. All plants 
have been grouped with the parent company wherever possible. A necessity 
certificate received by a subsidiary has been classified in terms of the total em- 
ployment of the parent company. While the basic employment record is for 
1947, the Bureau of the Census has managed to keep the size estimate up to date 
by using other source data. Certificates of nonmanufacturing companies such as 
railroads, ete., have not been classified by size at this time since the Bureau 
of the Census maintains only records of manufacturing firms. Of the 1,235 cer- 
tificates issued through May 7, the transportation industry received 192. It was 
possible to identify 791 certificates of the remaining 1,043 certificates approved 
in such a way that company size tabulations might be made. The 444 certifi- 
cates which have not been classified by size of firm show a lower average amount 
of investment per certificate than those tabulated, and it may therefore be 
assumed that there is a larger proportion of small firms in this group than 
in the group for which data are given below. 

Of the 791 certificates so identified, 69 percent were issued to firms with the 
total number of employees in excess of 500. These same companies accounted 
for 87 percent of the total proposed investment. This is because the average 
value of applications was only $1,975,000 for the smaller firms as compared with 
about $6,082,000 for companies with more than 500 employees. In terms of the 
amount which may be amortized at the accelerated rates, the large firms 
accounted for about 835 percent of the total as a result of the slightly more 
favorable tax amortization percentage granted to the smaller firms as a whole; 
namely, 75 percent as compared with 70.5 percent for the larger firms. 
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TABLE 1.—Certificates of necessity by size of company approved through 
May 7, 1951* 


Certificates 
approved 
Number of employees Tax amortiza- 


per company tion allowed 
Number | Percent Total Average 


|Tax amortiza- 
Proposed investment | tion allowed 


| as a per- 


| centage of 
| proposed 
investment 
|- 
' 


31 | $489, 855,000 | $1,975,000 | $368, 345,000 | 75. 2 
69 | 3,302, 654,000 | 6,082,000 | 2,329, 173, 000 


100 | 3, 792, 509,000 | 4, 794,000 | 2, 697, 518, 000 | 71.1 





1 Excludes 444 certificates which could not be identified as to size of company from previous Census of 
Manufactures records. 192 of these are in the field of transportation. 


The higher tax amortization rate for small companies was not a deliberate 
policy of the Defense Production Administration until recently, but it may have 
resulted from the complex of the industries involved in each size group. 

Table 2 presents a more detailed tabulation of the certificates of necessity 
approved through May 7, 1951. Companies with less than 100 employees received 
108 of the 791 certificates which have been identified as to size. However, it is 
to be noted that companies with 10,000 employees or over have received the 
greatest number of certificates; namely, 231 or 29.3 percent of the total issued. 
In terms of proposed investments, the certificates received by this group of 
companies calls for an expenditure of $2,046,009,000 or 54 percent of the total 
proposed investment covered by this tabulation. 


Taste 2.—Certificates of necessity by size of company approved through 
May 7, 1951 


{Thousands of dollars] 


Certificates Proposed 
approved investment 


Number of employees per company 


Percent Total Percent 


— 


71, 105 
132, 772 
285, 978 
249, 151 
310, 854 
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DEFENSE PROGRAMS 


SUPPLEMENT—FEDERAL AIDS TO FACILITIES EXPANSION, May 17, 1951 
Defense Production Administration, Washington 


Nore.—Data on certificates of necessity for accelerated tax amortization in- 
cluded in this report are based on the first machine tabulation by the Bureau 
of the Census, Department of Commerce, and, consequently, may not be, in all 
cases, directly reconcilable with figures previously published.—Office of Reports 
and Analysis, Defense Production Administration. 


FEDERAL AIDS To FACILITIES ExPANSION 


The Government offers the following aids for facility expansion: 
I. Accelerated taw amortization 


1. Certificates of necessity for accelerated tax amortization are granted under 
authority of section 124A of the Internal Revenue Code. 
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Certificates of necessity are separate and independent of Government loans. 
Applications are made separately, and a person may be granted either one or both 
covering a specific project. 


Il. Loans 


1. Guaranteed loans.—Section 301 of the Defense Production Act of 1950 
provides for complete or partial guaranteeing by the delegated guaranteeing 
agencies of loans made by public or private lending institutions. These agencies, 
in accordance with Executive Order 10161, are as follows: The Departments 
of the Army, Navy, Air Force, Commerce, Interior, and Agriculture, and the 
General Services Administration. — 

2. Direct loans —(a) Section 302 of the Defense Production Act of 1950 
provides for direct loans in order to expedite production or services essential 
to the defense effort. These loans are for the expansion of capacity, for the 
development of technological processes, and for exploration, development, and 
mining of strategic and critical metals and minerals. Financial assistance may 
be extended here only to the extent that it is not otherwise available on reasonable 
terms (including private financing, RFC, and other Government lending). 

(0) Section 308 provides for Government purchases of, or commitments to 
purchase, metals, minerals, and certain other raw materials for Government 
use or resale. Under this authority raw materials can be procured, without 
regard to limitations of other laws and upon such terms as the President deems 
necessary. This section also authorizes the use of funds for the encouragement 
of exploration, development, and mining of strategic and critical metals and 
minerals. 


Ill, Department of Defense contracts 


Still another form of Federal aid is military contracts for expanding, equipping, 
and tooling private, privately operated, and Government facilities. These con- 
tracts are financed with military funds appropriated for procurement, for 
industrial mobilization, and for expediting production. 

Purchases for the strategic stockpile are made under authority of Public 
Law 520. Long-term purchase contracts may encourage privately financed 
expansion of certain facilities, or facilities may be expanded under section 302, 
section 303, or with certificates of necessity as described above. 


FAcILiIry ExPANSION Aips—StTaTus oF ACTIONS AS OF May 7, 1951 
Certificates of necessity 
With new applications for $1.7 billion filed since April 13, 1951, the capital 
investment proposed under the accelerated tax amortization plan reached a total 
of $17.6 billion by May 7, 1951. Nearly a third of this amount, $5.4 billion, has 


been approved and the bulk of-the remainder, $11.9 billion, is still awaiting action 
by the delegate agencies and DPA. 


Guaranteed loans under section 301° 


During the month of April applications requesting United States Government 
loan guaranties (under sec. 301 of the Defense Production Act of 1950) on a 
proposed investment of $115 million increased the total amount filed to $561 
million. About 75 percent of this amount has already been approved ($422 
million), leaving only $123 million still under consideration. 


Direct loans under section 302 


New applications for direct loans under section 302 of the Defense Production 
Act of 1950, which were filed since April 13, 1951, amounted to $66 million. This 
raised the total amount of applications in this category received by May 7, 1951, 
to $1,371 million. Nearly 80 percent of this amount is still under consideration 
($1,094 million), and almost three-quarters of the remainder, $154 million, was 
denied. The approvals for these loans were $60 million. In addition, almost 
$60 million was lent by the Reconstruction Finance Corporation as supplemental 
participation by that agency. 


1 As of April 30, 1951. 
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Certificates of Guaranteed loans Direct loans 
necessity (sec. 301) ! (sec. 302) 
Sg ites: |- -— 


r | Millions of 
dollars Number | dollars 


Number wo - Number Millions of | 


| 489 ‘561 762 | 41,371 
327 | 422 29 | 60 
57 ll 159 154 
105 | 123 574 1, 094 


! As of Apr, 30, 1951. 

2 Does not include filed ap; tions which were later withdrawn. 

3 Does not include 319 ap tions received in DPA but not yet referred to the delegate agencies 

‘ The value of applications filed is greater than the sum of apptections approved, pending, and denied, 
because ra may be for a lesser amount than requested. In the case of direct loans only, it also does 
not reflect RFC supplemental participation. 


5 This is the amount of proposed investment on which the allowed tax amortization amount is $3,833,190,- 
000 or 70.6 percent. 


CERTIFICATES OF NECESSITY 
STATUS and ACTIONS BY DELEGATE AGENCIES MAY 7,195! 


Yj DENIED 


100 
APPROVED 


PENDING FINAL 
OPA ACTION 


YA PENDING IN 


Yy AGENCY 


COMMERCE INTERIOR AGRICULTURE 


Certificates of necessity status of actions by delegate agencies as of May 7, 1951 





| Commerce DTA Interior | Agriculture 


| Per- | Num-/| Per- | Num-| Per- | Num-| Per- | Num-| Per- 
cent | ber | cent ber | cent; ber | cent | ber | cent 


j j | | 
I a ee : 5,864 | 100} 1,310} 100} 1,101 | 100 308 100 
Approved sinncsteniewdh eae | 45 184 14) 132 12 19 6 
hs wees Re tt co 5 8 | 15 24 
Pending: | | | 
a .| | 4, 73| 1,010} 77| § 7 214 
In DPA! a | 636 Ce | 83 | 


Percent distribution 


! Approved by agency; awaiting final approval by DPA. 
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CERTIFICATES OF NECESSITY 
TRENDS AND STATUS OF APPLICATIONS 


Number — Cumulotive 
10,000 


RECEIVED 


~t— DENIED 


April May 


Number—Cumulative 


Filed | Approved | Denied Pending 


8 


268 
416 
447 
493 


ANgnoole eres 
“OS 
B2aREE2 
Te 0 
ees 


PO DID rye sm we 909990 po 
iS) 
oe 
MPD gH OTe 99 99.90 


PRP 
#833 
S2S8e8 


1 Not available. 
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CERTIFICATES OF NECESSITY 
TOTAL FILED THROUGH MAY 7, 195! 


Millions of Dollars 
20,000 


“MISCELLANEOUS 
PRODUCTS & SERVICES 


TRANSPORTATION 
AND STORAGE 


“| FINISHED PRODUCTS 


YA BASIC MATERIALS- 
PRODUCTION AND 
FABRICATION 


FILED APPROVED DENIED PENDING 


| 


Filed Approved Denied Pending 


paneennesensl eamenesemnsnensan muasemnsndiiens 


Industry group | 


Num- Num- | Num- 
ber Amount ber Amount ber 


_ — 


Amount Amount 


ip 
eo i 
| 


Basic materials, production and 
fabrication 9,811.5 576 | 4,045.3 133.8 | 2, 322 
Finished papenete.- ie dedtewah. 1, 984. 3 402 613.8 29.7 | 2, 255 | 
EP tem ion and storage > 3, 370. 3 192 686. 7 19.2 | 1, 195 | 
M products and 
2, 461. 5 65 ca 58. i 258 | 

2. 6 


| 
1, 235 : 2st.6 | 7,000 | 
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CERTIFICATES OF NECESSITY 8y Industry Group 
ISSUED THROUGH MAY 7, 195! 
Millions of Dollors 

















4800 
3600 
2400 
1200 
0 . : GS So : 
BASIC MATERIALS FINISHED TRANSPORTA- MISC. 
PRODUCTION AND PRODUCTS TION AND PRODUCTS AND 
FABRICATION STORAGE SERVICES 
Approved 
ina ‘Tax amor- 
ndustry group - tization 
Proposed ‘sem allowed as 
investment allowed reentage 
of proposed 
investment 
Basic materials, eo and fabrication. ...............-.. 4, 045.3 2, 842.8 70.3 
Finished products. . _-_ . Ee Eden, cow ah as oe 613.8 439. 5 71.6 
oo and storage - tcl ete ee gate AT 686. 7 510. 1 74.3 
Miscellaneous products and MOPWIAUE  ocns aocnccs eet seek 81.3 40.8 50.2 
fy US ie edi SEE 


Total......... <i bc auslackiiseoa aii a eo 5,427.1 | 3,833.21 70.6 
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Certificates of necessity by industrial classification, approved through May 7, 




























1951 
Millions of dollars Tax 
ee se ee 
zation 
snide 7 allowed 
umber ‘ax as a per- 
“invest- | Smorti- |centage of 
zation | pro 
ment | allowed '| invest- 
ment 
SIG cc dhts cnkantsicmihesnineooseshenedl 1,235 | 5,427.1 | 3,833.2 70.6 
Basic materials, production and fabrication............ 576 | 4,045.3 | 2,842.8 70.3 

01 AR a ad odin deni catdincancngesnd 15 85.2 72.1 84.6 

02 as Riese im eowhacbene’ 12 60.3 49.4 81.9 

03 N Rid dalincsctsacmeseconsa 13 213.6 142.1 66. 5 
032 Bauxite and aluminum concentrates.........- 5 135.4 76.7 56.6 
036 Other ferroallo’ ores and concentrates. -.__ 5 9.8 9.3 94.9 
037 = sean and radioactive ores and concen- 

Misodadel dbbcnnniniiknnknwdsnéhen tiene 1 2 2 () 
038 other a nonferrous and precious metal ores and 
I ANS o ceiwiktinsin diene <ccnnmabeameen 2 68, 2 55.9 82.0 

04 Iron and steel, production and nen aioe 3 154 | 1,985.2] 1,429.0 72.0 
041 Pig iron and other peony aes pe bik aaa 19 148.3 122. 5 82.6 
044 Iron py gray, malleable, an 

ibecninnudpatiane mesiclpiganc 5 6.4 4.8 75.0 
045 steel ease 59 | 1,303.2 978.3 75.1 
046 ‘ 14 189. 1 119. 6 63. 2 
047 49 226. 8 195. 1 59.7 
048 Steel for for ‘ne Widiknid tela Anais ah Sinead omses 8 11.4 8.7 76.3 
05 Nonferrous metals and alloys, production and 
pA cotewaint bee Aduanch aoede- 38 322.3 262. 6 81.5 
051 Nei OMS o.ccb dawedarecudecsdncscnsa 16 278.4 228.9 82.2 
052 DEE adh DC éinactvhignnssraakncweeeness 2 7.7 3.6 46.8 
054 Rh Uh iniencinddedadiddencdeeheesaned 10 28.1 23.9 85.0 
057 i ison bah hacks scahanasndanssacnaessascen 2 2.7 2.0 74.1 
058 All other nonferrous and precious metals and 
DA died Rickucndamideudn doneuee taamine 8 5.4 4.2 77.8 

06 Metal scrap reclaiming... .................-..-...- 48 6.6 5.0 75.8 
061 chet cotecicswndscdcnes 45 6.3 4.7 74.6 
062 Nonferrous scra — ished ea ama tc datasets wi 3 % 3 @) 

07 Chemical products ——— rubber) - .._- 82 447.4 233. 0 52.1 
071 Basic chemicals and products... .............- 79 445.3 231.6 52.0 
072 Drugs and related commodities... _.._.......- 2 1.7 1.1 64.7 
073 Plastics (except synthetic fibers and fabrics) -- 1 4 3 75.0 

08 Gasoline, fuel oils, and lubricants... _...........- 65 421.3 334.7 79.4 
081 Gasoline and components istakitcarcseeksccs 56 378.2 299. 9 79.3 
Be a eta casera th Rachel lacie tile dah cetdidlivaio oes 2 13.0 9.8 75. 4 
084 = petroleum products and coal deriva- 

Rieinebeheaaihenad bad uainnsinten<danmiinneratd 7 30.1 25.0 83.1 

09 as eee. cas teh ne elec eemenen ean 1 1.6 1.1 68.8 
092 RATE 1 1.6 1.1 68. 8 

ee eas = ke teed Meech, cee 68 60.3 50.9 84.4 

ll MEIN SCS Uoldcccascetaas dieccbacseanuccccces 4 15.0 10.9 72.7 

12 Cement and concrete products_.................-- 4 20.2 15.0 74.3 

13 Cotton ginning 14 2.1 1.4 66.7 

14 y, Re ee 2 50.3 25. 5 50.7 

15 Lumber and basic products 3 1.8 1.1 61.1 

16 Pulp and paper. 2 352. 1 209. 0 59.4 

IN BIE is. doin dis csi Kec duscedcwscecsscces 402 613. 8 439. 5 71.6 
17 Machinery and components... -.-.........-....--.-. 136 206. 3 140.7 68. 2 
171 Metalworking machinery, accessories, and 
- on SE ccieianacnsadas = Sendeecteuce - oe aqaen 46 22.9 18. ; 79.5 
1 0 rs, pumps - ER 10 7. 5. 76. 6 
173 Special and misce dustrial ma- 
ER aA TR 9 2.0 1.5 75.0 
175 Osntioaninn and mining machinery. -..-.-.-- 2 an 22 @) 
176 Precision and medical] instruments - -_-- - ..-.- 9 4.4 2.6 59. 1 
177 itictiiiintntankiivandoneiccedlascusdes 27 21.0 17.3 82.4 
178 Abrasives and abrasive products.............. 2 3.6 1.8 50.0 
179 Miscellaneous equipment and panoenents... ed 31 144.5 93.3 64.6 
18 Transportation equipment, except automotive. 1 (4) (4) (*) 
182 Ships, except combat.....................-..- 1 (4) (4) (4) 

19 —— and tractor equipment and compo- 

LAIMA thk eine ih ediabdededeoehsens 18 53. 1 39.4 74.2 
191 “lean vehicles, except combat. .......... ...- ~ 13.3 9.9 74.4 
192 y RRR REET NN CL ee 3 4.6 3.0 65. 2 
193 Components and related equipment. -._-...-- 7 35. 2 2. 5 75.3 


See footnotes at end of table, p. 246. 





246 DEFENSE PRODUCTION .ACT AMENDMENTS OF 1951 


Certificates of necessity by industrial classification, approved through May 7, 
1951—Continued 


Millions of dollars Tax 
| aa amorti- 
| zation 
| shinies | . allowed 
Number ax as a& per- 
_oene | amorti- | centage of 
ment zation | proposed 
allowed | invest- 
ment 





| Finished products—Continued 

Electric and electronic equipment 
Electric 
Electronic Ae de nochisucduacapecemroorss 
Components and instruments 

Aircraft 
Airorefé: ......-:; 
Engines, internal combustion Bs hi ag 
Engines, jet, gas turbine, and rocket 
Components 

Ordnance, tanks, guns, and ammunition 
Small arms and machine guns 
Artillery and naval guns 
Tanks and self-propelled weapons 
Gun ammunition 
Misccllaneous ammunition 
Fire control equipment 
Miscellaneous ordnance 

Guided missiles and rockets 

Combat ships. - 


~ 


om NUK NNWK NOOK Ora wD 





| Transportation and storage 


Transportation 
Rail 


Highway 
Pipelines ; 
Storage; warehousing and services_.___._.___-.- 
Storage and warehousing - -- 
Services... < 





ee bo O13 me GO wl 





Miscellaneous products and services_...............-.| 


nN 





Miscellaneous products and services (research, 
testing, and other services; leather, vegetable 
oils and fats, glass, etc.) _- 





' Tax amortization allowed $157,000) is 90.2 percent of proposed investment ($174,000). 
2? Tax amortization allowed ($258,000) is 75 percent of proposed investment ($344,000). 

3 Tax amortization allowed $136,000) is 61.3 percent of proposed investment ($222,000). - 
‘ Tax amortization allowed ($49,000) is 80.3 percent of aes investment. ($61,000). 

5 Tax amortization allowed ($178,000) is 84.4 percent of proposed investment ($211,000). 
6 Tax amortization allowed ($27,000) is 90 percent of proposed investment ($30,000). 
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Geographic distribution of facilities covered by certificates of necessity approved 
as of May 7, 1951 





) 
|} Amount ap- | 
| Number of | proved (pro-| Percent of 
| certificates | posed invest-| grand total 
ment) 
7 


| Mw. of dots. | | 
All applications 235 | 427, 116 | 100. 0 





Total, continental United States !____- 2042 | 4, 731, 790 re 87.2 


New England States | 351, 483 | 
New Hampshire 
Vermont 
Massachusetts 
Boston 
Fall River __.-- WT caiknt matian einai eee Ee 
Springfield- Holyoke _ 
orcester.___.. 
Remainder of State 
Rhode Island 
Providence _. _....--. 
COMMANINIIET, (2 05.5....52-...-.- 
Bridgeport 
Hartford... -- 
New Britain 
New Haven 


6.4 
3, 727 | 1 
38 | 


SB-a 


wren 


17, 211 ae 
9, 192 |... 
a | 


4,844 
2, 962 | 
1, 055 
1, 055 
329, 452 
Ae ee 
34, 719 |-.-.---- 
14, 889 
1,121 | 
(eee 
273, 033 | 
, 123, 977 
82, 243 
6, 442 |. 
9 | 98, 500 |. 
New York-Northeastern New Jersey ay) Rie cesusecesest 4 | 11, 086 |...-- 
Rochester ___. 296 
Syracuse... -- KOWeEenuesees 5, 144 
Utica-Rome LA ah ais moh pig pRB ehtparai ed kate * | 15, 768 | 
Remainder of State ciated de swan 45, 007 
New Jersey 5: 77, 680 
Allenton. Bethlehem (2) ? 50 
New York-Northeastern New Jessey ( (1) 2 ‘ 3 Way Coe 
Philadelphia (3) *..... maladies Atuawkbwnhta 250 |. 
Trenton ‘ ache aie aewm eNews : 
Remainder of State_......-..-.-.-- ‘ 
Pennsylvania_- 
Allentown-Bethlehem veh 
Altoona 
Erie 
Harrisburg 
Johnstown___. i 
Philadelphia (3) ?___.- 
Pittsburgh____........-- 
Reading ae 
Beremee@es2)........1-L1... oie 
Wilkes-Barre-Hazelton 
York 
Youngstown (4)? 
Remainder of State chancel 
East } a RNG Ba oi manage 


+ 
CoKwNw 


Remainder of State 
pores Atlantic States _. 


Iisgnwore ore cow 


“J 
= 
= 


, fo¢ | 


170 
, 002 | 
564 | 
, 181 
, 636 
, 706 
, 711 
, 580 
41 
3, 419 
, 457 
399 
1, 655 
79, 160 


Y oungstown (4)2 

a nc ning Lhe cen koenens 
PR a tate vob Gaeta cin dene ceencsucns : 

Chicago (6)?- 

Evansville 

Fort Wayne 

Indianapolis - 


South Bend___. 
Remainder of State -- 


See footnotes at end of table, p 


wo 
aH anmonsoann- — tet 


— 
aw 
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Geographic distribution of facilities covered by certificates of necessity approved 
as of May 7, 1951—Continued 


Amount ap- 
Number of | proved (pro-| Percent of 
certificates | posed = grand total 
men 


East North Central States—Continued Thou. of dols. 
Ilino 80 183, 443 


a 
wwo® 


-_ 


NUAOWN HH AwaH 


- Duluth-8u 
a eda 
a P. 


Pontaiener of State. 


~ 


Richmond 


Remai 
West + 
Seeere asians (5)? 


BRS - SANNBoABer RP wiBS 
B8§8eFeBSSBSISISF3 8 


— 
st 


2 
4 
2 
2 
4 
2 
2 
8 
4 
4 
0 
8 
1 
2 
5 
8 
2 
1 
5 
7 
8 
7 
1 
1 
1 
1 
3 
6 
1 
5 


3 


See footnotes at end of table, p. 250. 
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Geographic distribution of facilities covered by certificates of necessity approved 
as of May 7, 1951—Continued 


Amount ap- 
Number of | proved (pro-| Percent of 
certificates | posed invest-| grand total 
ment) 


- 


_ 


Mississip 
Wes tSouth & 


ao 
Oko OCOD Or SHS “10 Ne De 


1 


Oklahoma Cit 
Remainder of State. 


Brom comnts me Sm 


5 
3 
1 
1 
5 
3 
4 


1 


- 


Utah 
Salt Lake City 
Remainder of State - - - 


Pacific States. 
Washingt 

Portian 

Seattle 


= 
BE mp0. 90-3199 
see 

Sze 


- 
o 
— 


= 


eee sib 


eeerBpB Byoy8s 
ZEBSSz2 


— _ 
-eoocnr~ 


See footnotes at end of table, p. 250. 
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Geographic distribution of facilities covered by certificates of necessity approved 
as of May 7, 1951—Continued 





Number of | proved (pro-| Percent of 
certificates | posed invest-| grand total 


Continental United States (not otherwise specified) -_- 
Outside continental United States 

British West Indies 
Transportation and storage 





! Excluding transportation. 
2 Metropolitan areas which appear on more than 1 State: 





Amount ap- 

Number of | proved (pro- 

certificates | posed invest- 
ment) 


(1) New York-Northeastern New Jersey 
(2) Allentown-Bethlehem _-__ 
(3) Philadelphia 


Se URI on ns oka tatters Les oe esses ebterednesee 
(6) Chicago . 
(7) St. Louis 


(9) Portland 


akin ota® 





Direct loans under sec. 302—Status of actions by delegate agency as of May 7, 
1951 


Filed ! Approved | Pending 
Num- aoe Num- ae of = 
ber dollars ber dollars ber dollars 





762 |1,370, 810 29 59,808 | 574 |1,094,098 | 159 153, $88 


ere SA ol MB neacs 
Commerce | 396 |1,087, 545 25 | 251,103 278 851, 109 93 129, 652 
Agriculture 32 27, 462 0 0 21 20, 625 ll 6, 837 
ae Transport Administration _ - 34 29, 919 2 6, 970 29 14, 460 3 1, 154 
nterior: 
Petroleum Administration for | 
Defense _ - 18 44, 833 ‘ 38, 575 7 4, 523 
Defense Solid Fuels Adminis- 
tration 7 17, 046 17, 046 

ae Minerals Administra- 





Defense Electric Power Admin- 


0 
163, 990 152, 283 44 
0 


istration 0 0 
Defense Fisheries Administra- 





15 0 1 











' The value of the applications filed is greater than the sum of the value of applications approved, nding’ 
and denied, because approvals may be for a lesser amount than requested and does not reflect RFC supple- 
mental participation 

2 Includes $60,000 which has been withdrawn at request of applicant. 
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DIRECT LOANS 


UNDER SECTION 302 ond RFC SUPPLEMENTAL PARTICIPATION 


BY INDUSTRY GROUP - jiISSUED THROUGH MAY 7, 195! 
— of Dollars 


BASIC MATERIALS FINISHED TRANSPORTA- misc. 
PRODUCTION AND PRODUCTS TION AND PRODUCTS AND 


FABRICATION STORAGE SERVICES 


Millions of dollars 


Industry group 


See. 302 | RFC 
Basic material, production and fabrication 
Finished products 
Transportation and storage : 
Miscellaneous products and services. -------- 


Total 





Direct loans approved under sec. 302 and RFC supplemental 
industry and company, as of May 7, 1951 


participation, 


(Thousands of dollars] 


ac. 302! 


CE CIS: icin nainsianindnredd cantnk hac ; 59, 808 
Basic materials, production and fabrication -- 40, 047 
Iron and steel, production and fabrication - ‘deine tadecesilcbu : 38, 185 | 
Lone Star Steel C 35 Vest i 23, 425 | 
Hazelton Steel & Tubing. ------ ; , 7, 800 | 
Green River Steel Corp. -.-.........-.--- 5, 000 
Spencer Wire Corp ey els ‘ 1, 700 
Boston Electro Steel Casting, Inc | 260 | 
Chemical products (except synthetic rubber) - --- | 
Phalo Plastics Corp - -- - - gad 
Gasoline and fuel oils and lubricants. _-_-- --- 
Pacific Marine Terminal - - 
Southland Oil Corp. . -- a 
Cement and concrete products __ Pa 
_ Artic Block Construction Co. - 


 Chemnpien Canvas Supplies, Ine 
Merit Sportswear Co-__-- 
Barnes W orsteds, Inc 

See footnotes at end of table, p. 252. 
83762—51—pt. 1 17 
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Direct loans approved under sec. 302 and RFC supplemental participation, by 
industry and company,.as of May 7, 1951—Continued 


[Thousands of dollars] 


Finished products. ------.-- 


Machinery and components ; 
Roller Bearing Co. of America... .....................-.-...- 2 
C. L. Bryant Cor 
Keddy Machine 
Andrews-Alderfer Processing C Co 
Davey Compressor Co. - 7 7 
Ahlberg Bearing Co 
Hufford Machine Works, Inc 
Skirvin Tool & Engineering Co 
TO et edu andwancciculhe 
Micro-Matic Screw Co 
Heat Treating Engineers, Inc 
High Production Machine Co-- 
Automotive and tractor equipment and components.. 
Fontaine Truck Equipment Co 
Algonac Manufacturing Co ees 
Truck Body & Equipment Co... -..._-.....---- ba a a ee 
Federal Motor Truck Co- : 
Electrical and electronic equipment 
W. L. Maxson Corp 
Standard Cable Corp. 
Thompson Trailer Corp 
J}. 8. Wire & Cable Corp 
Eastern Air Devices, Inc 
Allied Control Co: . 
American Radio Hardware Co... _. 
Mission Electric Co., Inc. 


Piasecki Helo Corp 


Menasco Manufacturing Co 
Marine Aircraft Corp 
All American Airways, Inc 
Aircraft Services a 
Trylon Machine Tool & M sumavensnnnte Co 
Custom Products, Ine 
Ordnance, tanks, guns, and ammunition 
Hesse Machine & Manufacturing Co. 
Metaltex Corp 


Transportation and storage 


Transportation 
Nicholson Universal Steamship 
American Bus Lines 
Gordon Ray. 


Miscellaneous products and services 


Research, testing, and other services; leather, vegetable oils and medion 
glass, etc. 

PaeiGc Missisie Oomtrecters. =... < pels a eh saci iS... cone. 
Lily White Sales Co. and Cascade Finishing Co-- 
Selid Construction Co 
Grants Ice & Development Co 
Radiation Counter Laboratory ----.....---- igi dn ce aa iM tac 
III asin ince atcetinppne ttn cevhelieSbld use deh vaadvntadbels 


1 Recommended by delegate agencies and approved by DPA. All sec. 302 loans are based on Commerce 
Department recommendations except those noted. 

2 Recommended by Petroleum Administration for Defense. 

3 This application has been withdrawn at the request of applicant. 

4 Recommended by Defense Transport Administration. 
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Marcu 38, 1951. 
Memorandum for: The Secretary of Agriculture 
The Secretary of the Interior 
National Production Administrator 
Defense Transport Administrator 


The development of the defense program is to a large measure dependent on 
the expansion of industrial production to provide military requirements and 
supply essential civilian needs. It is desirable that his expansion be undertaken 
to the maximum possible extent by private business within the framework of 
the competitive enterprise system. The tax amortization program, provided for 
in section 124A of the Internal Revenue Code, if vigorously administered, can 
be expected to help bring about this industrial expansion. 

The regulation issued by the National Security Resources Board and approved 
by the President on October 26, 1950, will be followed by the Defense Production 
Administration in carrying out this program. As certifying authority, I urge 
each delegate agency to proceed as rapidly as possible with its reports and 
recommendations, in accordance with that regulation. Additional copies of the 
regulation, which contains the basic criteria, are attached hereto. An essential 
function of the delegate agencies is to be informed regarding capacity and 
requirements in each industry, in order that the criteria may be applied 
properly. 

Attached is a memorandum which discusses the administration of the tax 
amortization program to date. The staff of the Defense Production Administra- 
tion is available at all times to discuss any problems which the delegate agencies 
may encounter in carrying out this program in conformity with the regulation 
and the statute. It is requested that each delegate agency submit a final or 
progress report as to each application within 3 weeks of its referral. 

Report and Recommendation on Application for Necessity Certificate, Form 
No. 142, additional copies of which are attached, is available for this purpose, 
but need not be used if another report form is deemed by the delegate agency 
to be more suitable. In any event, the delegate agency should submit such 
additional facts and information as it believes will be necessary or helpful. 


W. H. Harrison, Administrator. 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
March 1, 1951. 


Memorandum re: Amortization of emergency facilities under section 124A of the 
Internal Revenue Code 


INTRODUCTION 


In 1940, in order to aid and encourage the expansion of productive capacity 
by private industry, the Internal Revenue Code was amended (sec. 124) to au- 
thorize the amortization over a 60-month period of facilities certified as necessary 
in the interest of national defense during the emergency period. Issuance of 
necessity certificates under section 124 was terminated by Presidential proclama- 
tion in September 1945, 

Until December 1943 the Secretary of War and the Secretary of Navy were the 
certifying authorities. Thereafter the War Production Board assumed this 
function. 

During the life of section 124 the certifying agencies received approximately 
54,000 applications and issued approximately 41,000 necessity certificates for 
facilities estimated to cost about $7.3 billion, Practically all certificates issued 
by the Services were for 100 percent. Under the War Production Board about 
i ng of the certifications issued were for only 35 percent of the cost of the 

acilities. 

Section 124A of the Internal Revenue Code was included as a part of the 
Revenue Act of 1950 for the purpose of making available again in the present 
emergency this means of encouraging the investment of private capital in the 
expansion of facilities needed for the defense effort. 

This section provides that every person at his election shall be entitled to a 
deduction with respect to the amortization of the adjusted basis (cost) of an 
emergency facility (as defined) based on a period of 60 months. This deduction 
is in lieu of the deduction provided by section 23 (1) of the code, i. e., normal 
depreciation. 
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An emergency facility is defined to mean any facility, land, building, machinery 
or equipment, the construction, reconstruction, erection, acquisition, or installa- 
tion of which was completed after December 31, 1949, and with respect to which 
a certificate has been issued. 

In determining the adjusted basis (cost) of an emergency facility there shall 
be included only so much of the amount of the basis as is properly attributable 
to such construction, reconstruction, erection, installation, or acquisition after 
December 31, 1949, as the certifying authority has certified as necessary in the 
interest of national defense during the emergency period and only such portion 
of such amount as such authority has certified as attributable to defense purposes. 

Thus a taxpayer having a necessity certificate for an emergency facility in the 
amount of say 50 percent of the cost, may elect to deduct for tax purposes 50 
percent of the cost over a period of 60 months; that is, 10 percent per year. In 
addition, during the same 60-month period he may deduct for tax purposes norma! 
depreciation on the balance of the cost of the facilities. At the end of the 60- 
month period, he may continue to take his deduction for normal depreciation for 
tax purposes only on the uncertified portion. If he has elected to terminate the 
amortization deduction at any time during the 60-month period, he can there- 
after take only a deduction for normal depreciation for that portion of the facili- 
ties not theretofore written off for tax purposes. 


NECESSITY FOR AMENDMENT OF THE REVENUE CODE 


In general, under section 23 (1) of the code, a taxpayer, in computing net in- 
come for tax purposes, is allowed as a deduction from gross income, a reasonable 
allowance for the exhaustion, wear and tear (including a reasonable allowance 
for obsolescence) of a depreciable business asset. This allowance for deprecia- 
tion may not include reduction in market value not resulting from these specified 
causes. In practice depreciation deductions are based on estimates of “useful 
life,” which vary for different types of property, usually conforming fairly 
closely to schedules indicated by bulletin F which, although it does not have the 
effect of a Treasury Decision, reflects Bureau practice and opinion. These esti- 
mates of useful life are determined by a number of factors, and physical life is 
an important consideration. 

It may be presumed that the selling price of goods and services includes some 
amount which represents a return of a portion of the cost of the capital assets 
which produced them. This recovery of capital investment may occur tax-free- 
however, only as deductions for depreciation are permitted (in comewhat uniform 
amounts) over the useful life of the productive asset. 

The annual depreciation deduction may be increased under certain cirecum- 
stances by an allowance for extraordinary obsolescence. The regulations of the 
Bureau provide that, as to property which is clearly shown by the taxpayer as 
being affected by economic conditions that will result in its being abondoned at 
a future date prior to the end of its normal useful life so that depreciation deduc- 
tions alone will not return the investment at the end of the economic term of 
usefulness, a reasonable deduction for obsolescence in addition to depreciation 
may be allowed in accordance with the facts. The mere opinion of the taxpayer 
that the property may become obsolete at some later date is not sufficient to estab- 
lish a claim for an increased deduction. 

Further, a claim for obsolescence deduction will not be considered until it is 
definitely known that the facilities are becoming obsolete. The burden is on the 
taxpayer to establish that he is entitled to the increased deduction and his claim 
may and probably would be contested in many instances. More important it has 
been held that a mere diminution of profits resulting from competition does not 
give rise to a deduction for obsolescence when there is no reasonable probability 
that the assets will not be continued in service during their normal useful life 
in the business for which they were designed. 

Accelerated depreciation may be allowed if the taxpayer can establish that 
by reason of unusual operating conditions the normal useful life of a facility 
has been impaired. The burden is on the taxpayer, however, to prove abnormal 
depreciation and evidence of excessive use without more, will not suffice. Tax- 
payers claiming abnormal depreciation are required to furnish detailed infor- 
mation in support of this claim and may have great difficulty in securing Bureau 
agreement to the increased allowance. 

In a national emergency when heavy demands are made upon the economy 
for military supplies and requirements, productive capacity must be converted 
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from its customary employment with attendant cut-backs in civilian goods and 
services, or productive capacity must be expanded to accommodate some part or 
all of both military and essential civilian needs. Where conversion will not 
suffice to supply military items, there is no alternative but to bring new capacity 
into production for that purpose. 

This new capacity and expansion of facilities can be built and financed directly 
by the Government or it can be done under certain circumstances by private 
business, principally with private capital. In the present emergency the choice 
has already been made that, to the maximum extent possible, the expansion of our 
industrial plan necessary to the mibilization effort shall be carried out by the 
latter means. 

As a practical matter, however, rapid expansion of production capacity in a 
national emergency, on the broad scale required, cannot be undertaken by pri- 
vate business without some modification of the income-tax statute. This would 
be true, in general, even though the Government loaned the money necessary 
to accomplish the expansion. The fact that credit might be made available by 
the Government for this purpose would not in itself serve as an incentive. Debt 
must be repaid regardless of the identity of the lender. 

Mobilization requires a high level of Government expenditures and high tax 
rates. High taxes drain off cash at the very time that expanding production 
places increased demands upon current assets. Business is not likely to invest 
capital in productive capacity over and above normal requirements when earn- 
ings after taxes fail to provide a reasonable return and when depreciation allow- 
ances under section 23 (1) fail to permit a recovery of investment commensurate 
with the risk. Business will not invite bankruptcy or financial embarrassment 
by investing in facilities which at the end of the emergency may not be economi- 
cally useful and in which large amounts of invested capital remain unrecovered 
and unrecoverable under competitive conditions in a peacetime economy. 

As explained above statutory provisions governing depreciation allowances 
for purposes of computing net income for tax purposes are based essentially on 
concepts of useful life. They give no real recognition to risks peculiar to invest- 
ments in emergency facilities. The exceptions mentioned above, relating to 
extraordinary obsolescence and accelerated depreciation, fail to provide a means 
by which a taxpayer may secure assurance in advance that these risks will be 
recognized for tax purposes. 

Section 124A provides a measure of protection by permitting deductions from 
gross income for tax purposes based upon risk of loss of economic value and by 
providing for a determination in advance, binding on the Bureau, of allowable 
deductions in lieu of normal depreciation. 

This form of tax relief proved to be a powerful inducement in World War II 
for business to go forward with its own finances to provide facilities needed for 
that effort. In World War II, however, the Government itself, through Defense 
Plant Corporation, built plants all over the country to further war production. 
We are relying at this time upon business to build the plants and facilities, and 
section 124A must be made to work as it was intended if the desired expansion 
of capacity is to be achieved without direct governmental intervention. 


ADMINISTRATIVE PROCEDURE UNDER SECTION 124A 


The Revenue Act of 1950 was approved September 23, 1950. Section 216 of 
that act added section 124A to chapter 1 of the Internal Revenue Code. 

Under Executive Order 10172 (October 12, 1950) the President designated the 
Chairman of the National Security Resources Board as the certifying authority 
under the new section. 

Regulations governing the issuance of necessity certificates were drafted by 
the staff of the Resources Board and after circulation for comment were pre- 
scribed in their present form by the Chairman of the Resources Board, with the 
approval of the President on October 26, 1950. Thereafter an application form 
with supporting appendix forms for use by applicants was released for public 
distribution. 

A form of Report and Recommendation for use by the delegate agencies in 
making recommendations to the certifying authority was distributed to those 
agencies in November 1950. 

The first applications for necessity certificates were filed with the Business 
Expansion Office of the National Security Resources Board on October 30, 1950. 

The regulations, which continue in effect, consist of five parts: 
Part 600.1 contains pertinent definitions. 
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Part 600.2 outlines the criteria for determination of necessity and of the 
portion attributable to defense purposes. 

Part 600.3 explains the procedures for filing, provides for referral of ap- 
plications to the proper Government agency according to responsibilities 
assigned by the Defense Production Act of 1950, and recites the responsibili- 
ties of those agencies in relation to the certifying authority. 

Part 600.4 and 600.5 relate to the powers of the certifying authority and 
amendments to the regulations. 

In accordance with the provisions of 600.3 of the regulations and section 101 
of part I of Executive Order 10161 (September 9, 1950) applications are filed 
with the certifying authority and referred by-it to four delegate agencies ac- 
cording to the nature of the business or expansion program of the applicant, as 
follows—Department of Interior, Department of Agriculture, Department of 
Commerce and Defense Transport Administration of Interstate Commerce Com- 
mission. Within the Department of Interior five separate administrations have 
been established for dealing with problems of the defense effort. These are: 
Petroleum Administration for Defense, Defense Minerals Administration, De- 
fense Power Administration, Defense Fisheries Administration, and Defense 
Solid Fuels Administration. 

Executive Order 10172 directed the Chairman of the Resources Board, in car- 
rying out his function as certifying authority, to utilize the departments and 
agencies of the Government according to their respective assigned responsibili- 
ties pursuant to the Defense Production Act: 

(a) To furnish reports and recommendations in respect to applications 
for Necessity Certificates, ' 

(bo) To maintain relationships with the various industries in respect of 
such applications, and 

(c) To develop necessary programs for the expansion of capacity. 

Accordingly, the regulations above referred to provide for the referral of ap- 
plications to the delegate agencies for the purpose of making reports and recom- 
mendations thereon to the certifying authority. This procedure takes full ad- 
vantage of the specialized knowledge and background of the records, staffs, and 
contacts of existing Government agencies having an intimate knowledge of a 
ready means of access to information concerning the individual problems to 
which the applications relate. It makes possible the maintenance of a minimum 
review staff to coordinate and evaluate the over-all effort. It avoids the neces- 
sity of employing industry specialists by the certifying authority who would 
duplicate the efforts of the existing facilities of the Government. 

The reports of the delegate agencies should deal specifically with the criteria 
specified in the regulations. Matters such as necessity for expansion in each 
instance, the relation of the expansion sought to existing conditions in the in- 
dustry, prospective requirements for defense programs and essential civilian 
requirements, shortages or prospective shortages of the product and the facili- 
ties, and the probable impact of the expansion in relation to future usefulness 
to the applicant should be investigated, reported on, and discussed. 

These reports as to the factual situation within industries are absolutely es- 
sential to a proper discharge of the duties of the certifying authority. Recom- 
mendations as to postemergency economic usefulness and observations as to 
other aspects of the criteria should be made by the delegate agencies. Recom- 
mendations as to percentage certifications are very helpful, and are desired, but 
the delegate agencies, if in doubt, should either consult with Defense Production 
Administration for advice, or submit without percentage certification and leave 
that to Defense Production Administration. In practice the certifying authority 
is always ready to consult with the interested delegate agency in all cases before 
reaching a final decision on percentages and would prefer to have the advice 
and assistance of the delegate agency. The ultimate responsibility, however, 
rests with the certifying authority. 

There is danger that the delegate agencies may become preoccupied with per- 
centages at the expense of the preparation of the basic data, called for by the 
regulations and the suggested report form, upon which a judgment as to per- 
centage should be based. 

The regulations and the report form have proven workable and in general 
entirely adequate to date. It may be that as we gain experience we will revise 
either or both if that should become necessary and desirable. On the basis of 
the criteria contained in these regulations, applications involving expansion 
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programs in the amount of approximately $3,000,000,000 have been processed by 
Commerce, Petroleum Administration for Defense, Defense Transport Adminis- 
tration, Agriculture, and Defense Minerals Administration. The major prob- 
lems have occurred with reference to securing adequate analyses and reports as 
to shortages, necessity, and the relations of expansion programs to the economic 
background of the industries in which the expansion occurs. Of course it was 
primarily for the purpose of securing these basic data from the delegate agen- 
cies that the present procedure was provided for by Executive order and there- 
after developed. 

Executive Order 10200 (January 3, 1950) which created the Defense Produc- 
tion Administration designated the Defense Production Adminisgrator as the 
certifying authority for the purposes of section 124A effective as of the date on 
which the Administrator first appointed takes office. General Harrison, Defense 
Production Administrator, assumed his duties on January 25, 1951, and since 
that date has acted as the certifying authority. 


ADMINISTRATIVE POLICY 


Certification of emergency facilities has proceeded on the basis of a number 
of broad general principles which have evolved from the cases. 

(a) The objective of the whole operation is to get expansion of productive ca- 
pacity, to get it quickly, in the areas of economy in which it is needed, and to 
get it by encouraging business to take the initiative with a minimum of Gov- 
ernment intervention and assistance. 

The statute confers a broad responsibility and wide administrative discretion 
upon the certifying authority. There must be a finding that a facility is neces- 
sary in the interest of national defense. The certifying authority, also, may 
certify only so much of the basis of a facility as is attributable to defense 
purposes. 

At the outset, therefore, we became concerned with matters of definition. 

(b) The definition of facility in section 124A (d) (1) is broad; i. e., an emer- 
gency facility means “* * * any facility, land, building, machinery or 
equipment, or any part thereof, the construction, reconstruction, erection, in- 
stallation, or acquisition of which was completed after December 31, 1949, and 
with respect to which a certificate under subsection (e) has been made.” 

The legislative history of section 124A does not suggest any limitation upon 
the term. The Defense Production Act, however, in section 702 (c) provides: 
“The word ‘facilities’ shall not include farms, churches or other places of 
worship, or private dwelling houses.” 

We have regarded section 124A as part of the over-all legislation program 
embodied in the Defense Production Act and have therefore considered that 
section 702 (c) of the latter act is indicative of a legislative intent that the 
term “facilities” in section 124A should be so limited. Except for this, however, 
we have considered that any machinery, equipment, buildings or projects owned 
or to be owned by a taxpayer could be eligible for certification if the certifying 
authority was satisfied that it was required to aid in supplying goods and serv- 
ices necessary in the interest of national defense. The term obviously is not 
limited to productive facilities and facilities which support the performance of 
essential services such as transportation, and protective devices have been 
certified. 

(c) Section 124A contains no definition of “national defense.” This term is 
defined in the Defense Production Act, section 702 (d) as follows: 

“The term ‘national defense’ means the operations and activities of the Armed 
Forces, the Atomic Energy Commission, or any other Government department or 
agency directly or indirectly and substantially concerned with the national 
defense, or operations or activities in connection with the Mutual Defense 
Assistance Act of 1949, as amended.” ' 

The regulations (pt. 600.2 (a)) provide that: “A material or service may be 
found to be so required (in the interest of national defense) if it is directly 
required for the armed services of the United States or auxiliary personnel, for 
civil defense, for the Atomic Energy Commission, or for any operations or activ- 
ities in connection with ‘the Mutual Defense Assistance Act’; or if it is in the 
nature of materials or services necessary for the production of materials or 
services directly required in the interest of national defense during the emer- 
gency period; or if it is in the nature of materials or services necessary for 
the operation of the national defense program; or if it is otherwise necessary 
in the interest of national defense.” 
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This broad definition is consistent with the declaration of policy in section 2 
of the Defense Production Act. Military strength and economic strength are 
closely linked. They in turn are affected by the adequacy of goods and services 
essential to strong civilian support of a mobilization effort which may endure for 
a long period. 

Accordingly, we have considered that a broadening of the industrial base of 
the economy was well within the concept of national defense and that basic 
industry as well as facilities to be employed in supplying direct and indirect 
military requirements could properly be certified if existing capacity was deter- 
mined to be insufficient or prospectively insufficient to meet the over-all require- 
ments deemed by the certifying authority necessary to support a well-rounded 
mobilization effort. ie 

(d) Section 124A does not provide for the amortization of a facility. Under 
the statute the taxpayer is entitled to a deduction with respect to the amortiza- 
tion of the basis of a facility. Essentially the deduction allowed is that portion 
of the investment (basis) which the certifying authority has determined can 
be recovered from gross income, tax free, during the emergency period if income 
from whatever source is sufficiently large for that purpose. The certifying au- 
thority is directed to certify only so much of the investment as is necessary 
in the interest of national defense during the emergency period and only such 
portion of such amount as is attributable to defense purposes. 

Section 600.2 (c) of the regulations provides that : “In determining the portion 
of the facilities attributable to defense purposes, consideration will be given to 
the probable economic usefulness of the facility for other than defense purposes, 
after 5 years.” 

The regulation states merely that the certifying authority will give considera- 
tion to factors which the statute directs him to consider in the discharge of his 
responsibility. 

This provision of the regulations, which does not appear in so many words in 
the statute, and the fact of percentage certification have led to suggestions by 
proponents of 100 percent certification that the intent of Congress has not been 
carried out in the administration of the law. 

The record is clear, however, that 100 percent certification of all emergency 
facilities was not intended: 

(1) The language “and only such portion of such amount as such authority 
has certified as attributable to defense purposes” did not appear in old 
section 124. 

(2) The administration’s view of provisions for amortization of emergency 
facilities then pending before Congress was expressed in a memorandum dated 
September 15, 1950, from Charles 8S. Murphy, special counsel to the President, 
addressed to Mr. Charles W. Davis, clerk of the Committee on Ways and Means, 
House of Representatives, in response to a letter sent by Mr. Davis at Chairman 
Doughton’s request raising certain questions concerning the proposed amend- 
ment to the code. 

Two excerpts from that memorandum are of particular interest in relation 
to percentage certification : 

“The purpose of these provisions is to encourage private companies to build 
facilities needed for defense, by permitting them in appropriate cases to recover 
part or all of their investments in such facilities in 5 years, without regard to 
the regular amortization provisions of the tax law.” 

“Insofar as is consistent with the primary purpose of getting needed facilities 
built, the law obviously should be administered so as to minimize postemergency 
advantages to the businessmen who build them. No law can ‘guarantee’ against 
such special advantage because matters of judgment are involved in each case. 
The present language of H. R. 9420 does, however, clearly permit the President 
to establish proper and uniform standards and procedures for administering the 
rapid amortization provision. Furthermore, the present language clearly con- 
templates that the Government should permit accelerated amortization of only a 
part of the investment in cases where some postemergency usefulness for the 
facilities can be expected.” 

(3) Percentage certification by the War Production Board under old section 
124 was upheld by a district court decision as a proper exercise of administrative 
discretion. 

(4) The proposition that deductions should be allowed only to the extent that 
economic loss is foreseen or estimated, is implicit in the concept of deductions 
from income based on loss of economic value of emergency facilities as compared 
with deductions based on useful life. 
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(e) We have considered the term emergency period to mean 5 years. 

(f) Section 600.2 of the regulations states in general terms the criteria for 
determination of necessity and shortages. In practice this must be a judgment 
based upon the scope of the estimated requirements for the goods or services as 
measured against what we can now produce and what we propose to accomplish 
in what period of time. The targets for military items must be supplied by the 
military ; supporting items for essential civilian needs and basic industry must 
be and are being estimated by various programing and planning committees and 
divisions throughout the defense structure. The relation between the expansion 
determined to be required, as compared with what we have, is an essential factor 
to be weighed in certification since certification is the princpal tool available 
at the moment to induce the expansion desired. 

(9) Section 600.2 contains other specified criteria which are important but 
which are of perhaps less general significance. Among them may be mentioned 
replacements, second-hand facilities, participation by small business, promotion 
of competitive enterprise, competence of management, location and methods of 
financing. The latter may be extremely important in many cases. 

(h) As a matter of policy we have certified facilities at 100 percent only 
where there was a clear prospect that the economic usefulness of the facility 
would end with the emergency. Probably a dozen cases have been certified at 
the maximum amount. A machine useful only for making military type barbed 
wire for the Army is illustrative. 

(i) Denials in general have been based on one or two grounds; no shortage or 
prospective shortages of capacity in the particular field in question or a lack of 
identity with the defense effort. Cases denied have approximately 15 to 20 per- 
cent of cases approved. 

(j) Between these two extremes the cases shade into all degrees of relation to 
the defense effort. 

There can be no rule laid down in advance as to how and in what degree a case 
should be certified. The ultimate decision is a matter of judgment based upon the 
known facts and the best estimate that can be made of the particular factors and 
circumstances material to the application in question or to the industry in which 
the applicant is engaged. 

Basically our approach has been to give a high percentage where it appears 
that an investment in a facility may be expected to have little economic useful- 
ness after the emergency—for example, a standard machine tool which will be 
badly worn and in excess supply at the end of 5 years of hard usage. 

As it appears that the risk diminishes we reduce the percentage certification, 
bearing in mind, however, that the objective is to get needed expansion rather 
than to make calculations of great nicety as to the probabilities. 

(k) When it is desirable and appropriate to do so the cases are certified as 
nearly as possible on a uniform basis as to types of facilities within an industry 
rather than on a case-by-case basis. It follows therefore that applicants get as 
nearly equal treatment as possible unless factors exist which make it appropriate 
to deviate. 

(1) If the industrial problem is such that the decisions should be based on a 
national picture as in steel and freight cars a pattern is applied uniformly to 
all members of the industry. If the industrial problem is such that the cases 
should be decided on a regional basis, that is done as for example in cement. 

If the industrial problem is one which depends on location of raw material, 
cases are certified on that basis, as for example pulp facilities. 

(m) It has been considered sound policy to set percentages high enough so 
that the incentive to expand would have its effect on an industry-wide basis 
In other words, little business and those not financially strong should be able 
to move forward with the pattern established. Percentages set only for the 
bigger and stronger companies would be contrary to the requisites in the Defense 
Production Act that to the maximum extent the framework of our system of 
competitive enterprise should be preserved. 

(n) It has been recognized and properly so that certification will have a cer- 
tain effect upon price depending upon the product and the facility. Some prod- 
ucts or services must be sold competitively with little opportunity to increase 
price to permit of more than so-called normal recovery of investment. That 
effect cannot be measured. The price of products and services sold to the Gov- 
ernment under procurement contracts will be affected by the extent to which 
accelerated amortization enters into contract pricing. In the last war only 
normal depreciation was allowed in contract pricing but full amortization was 
allowed in renegotiation. The policy to be followed in the present emergency 
has been under study and it is believed that the old policy will continue. If 
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an applicant is to operate under a price umbrella which guarantees recovery 
of investment in price during the emergency period that applicant may be 
assuming a much lesser risk than the producer who expands production without 
such an assurance, 

(0) In any event consideration must be given to the fact that recovery of 
investment over and above normal may be accomplished wholly or partly 
through price or that it may occur only through tax saving. If recovery is 
measured by the latter then the recovery may be somewhat less than the per- 
centages indicated in the certificate depending upon the tax rate. 

(p) If the certification rate is too low, ie., our estimates of high postwar 
utility should prove to be too high, the taxpayer will not receive the benefit 
contemplated. 

If the certification rate is too high, i.e., our estimates of postwar utility are 
too low, the taxpayer will have a smaller depreciation deduction after the 5- 
year period and the cost to the Government is some loss of income during the 
emergency period. 

The following table will indicate the range of percentages and types of facili- 


ties certified as necessary in the interest of national defense at various per- 
centages: 


100 percent__.__ Special purpose machine tools for production of military prod- 
ucts exclusively. 


Finishing units for production of alkylates and aromatics from 


petroleum. 
90 percent__._._ General purpose machine tools, including process heating equip- 
ment. 


Supersonic wind tunnel. 
Lake ore carrier (converted steamship). 
_.. Blast furnaces. 
Iron-ore handling and processing facilities. 
Coke ovens. 
Special building for tank manufacture. 
Conventional building for manufacture of guided missiles in, 
locations suggesting doubtful post emergency utility. 
Petroleum storage in certain areas. 
Magnesium rolling mills. 
Refractories. 
Ferro-alloy smelting facilities. 
. Alumina and aluminum reduction plant. 
Bauxite. 
Plant for processing of biood plasma. 
Freight cars. 
Inland waterway barges for petroleum and raw materials for- 
steel making. 
Lake ore carrier (conventional). 
75 percent___. Basic petroleum refining. 
Steel-making furnaces. 
Blooming mills and soaking pits. 
Scrap preparation and handling facilities. 
Plants for production of XXX superphosphate in which Atomic 
Energy Commission is interested. 
Conventional factory buildings and extensions in industrial 
locations. 
70 percent__._._ Finishing facilities for high-alloy steels. 
Diesel-powered tugs and tow boats. 
Cement in certain areas. 
65 percent__.__ Diesel electric locomotives. 
Wood pulp facilities of certain types. 
Cotton gins in certain locations. 
60 percent____ Steel plant finishing facilities. 
50 percent__._._ High tenacity rayons. 
Paper mills of certain types. 
Total applications to date (Feb. 23) 


85 percent 


80 percent- 


rela sake eer cicrecitaar x ccepregenirptonte 3, 319 
Dollar amount: ‘of feeihitiesic Seas $10, 475, 000, 000 
Cemtificontts tyuee@ 22 i eS a Bacseae ktieoe 447 
Ammoant at appucnbieme.. 0 a ea a 3, 000, 000, 000 
Average percent certified___._.__________ ras Swiip esas ont ina hoochie: ei 74 
Certificates denied____________- os . 


Amount of applications_____~-_- 


63 
harp bh pattem netcntigenencberents $36, 000, 000 
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In determining the percentage of certification allowed on facilities which 
are deemed necessary, some factors which may or may not be specifically cov- 
ered by the regulations are to be considered : 

(a) Normal rates of depreciation. 

(b) Location. 

(c) The probable extent of the over-all expansion antic ipated or required 
and its likely effect—for example a 15 percent increase or a 75 percent in- 
crease of capacity above estimated normal requirements. 

(d) Whether the facilities if intended for a military eee can be con- 
verted to peacetime uses. 

(e) Price levels (construction costs as of August 195 0 were 224 percent of 
1939 costs), and extra costs due to expedited construction. 

(f) Whether price of the product can be expected to include some part of 
the accelerated amortization factor. 

(g) Tax rates. 

(h) Whether expansion in competitive fields plus expansion in the tax- 
payer’s field will intensify the taxpayer’s economic problem subsequent to 
the emergency period. 

(i) Whether the proposed percentage amortization will permit a reduc- 
tion of debt to'reasonable limits by the end of the emergency period at which 
time a business may be affected simultaneously by a reduction depreciation 
allowance and a reduction in volume of business. 

(j) The extent to which the facilities -being certified may be expected to 
replace existing facilities. 

(k) Whether background of the industry was of “feast or famine’’ nature 
or one of erratic or uniform growth. 

(1) Likelihood of foreign competition after the emergency period. 

As illustrative of our approach, the pattern developed in the steel industry 
and the transportation industry may be mentioned briefly. It was not possi- 
ble to consider the steel program solely from the point of view of an integrated 
expansion because applicants were applying for individual facilities of all types. 
It was necessary, therefore, to reach a determination as to certification for each 
major type of steel facility. 

We felt that finishing facilities which in general had not been in short supply 
in relation to steel making facilities were least in need of encouragement at this 
stage and further had a greater prospect of postwar utility. We felt that the 
greatest incentives should be given materials entering into the production of pig 
iron and steel since those were in short supply and probably involved the great- 
est financial risk. The same percentages were granted to every applicant on the 
same type of facility with some variations as a result of applying various 
criteria. 

Financial risks loomed fairly large in the final determination of these per- 
centages. Large capital investments are required in this industry and substan- 
tial sums had to be raised by borrowing. Many companies were adding expan- 
sion programs to earlier programs lately or partially completed which in turn 
had been financed on borrowed funds. In order to permit the maximum utiliza- 
tion of private sources of capital and thus reduce the demands made upon the 
Government for financial aid, we considered it necessary that the percentage cer- 
tifications provide adequate assistance to this end. 

In the transportation field we have certified freight cars, car ferries, and ore 
boats. Freight cars and car ferries were certified at 80 percent. A number of 
major factors were given consideration in reaching this conclusion. 

It was clear that the need for additional freight cars was acute. The roads 
have been asked to provide an additional 300,000 cars. There was a reluctance 
on the part of roads to buy cars because of the belief that the additional cars 
would be in excess of postemergency requirements. Further we were dealing in 
effect with a national pool of a type of transportation equipment which the roads 
were not particularly anxious to own because cars once put out on the line fre- 
quently are not returned to the owners for long periods of time. Many of the 
roads have been engaged in modernization and rehabilitation programs under 
which financial commitments have been made to substantially the full extent of 
normal depreciation charges. Since the cars operate under ICC rate schedules 
and could not be expected to return more than normal depreciation in income, 
the desired expansion would depend principally upon tax savings from accel- 
erated amortization. 

An expansion of the economy for both military and civilian requirements will 
place heavy demands upon the transportation system and it was felt that no dis- 
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couragement to the rapid provision of additional rolling stock should flow from 
the certification procedure. It is foreseeabie that submarine warfare, troop 
movements, and a general increase in the tempo of industrial activity will place 
such demands upon the roads that other aspects of the expansion program 
would be seriously impeded if substantial assistance were not made available. 

We will meet at 2: 30 in the District room. 

(Whereupon, at 1:20 p. m., the committee recessed to reconvene at 
2:30 p. m. in the District room.) 


AFTERNOON SESSION 


The Cuarrman. I will request that the committee come to order. 
Mr. Keyserling, you sent this report to us yesterday. Do you want 
to read the report, or how would you prefer ¢ 


STATEMENT OF LEON H. KEYSERLING, CHAIRMAN, COUNCIL OF 
ECONOMIC ADVISERS 


Mr. Keysrrtine. My colleagues, John D. Clark and Roy Blough, 
are here with me. I would like in the interest of the committee not 
to have to read my statement. I would much rather high light orally 
the points I want to emphasize. I think that would be easier and 
quicker, and I have some charts to demonstrate these points. 

The Cuairman. Well, without objection, the statement of Mr. Key- 
serling will be made a part of the record, at the end of your oral tes- 
timony, and you may proceed, sir, in your own way. In view of the 
fact that you are going to high light it, instead of reading it, I imagine 
we would prefer to ask you questions as you go along. 

Mr. Keysertine. At any time at all, Mr. REO 

I have been trying to do a little thinking, Mr. Chairman, and mem- 
bers of the committee, about this economic problem we have which 
arises fundamentally out of the great defense undertaking which we 
are making and find it necessary to make. Despite some of the state- 
ments made from time to time, it seems to me that the greatest problem 
we face is not aggression, inflation, nor force. I think the American 
people and the American Nation have the resources and the skills 
and the wonderful industrial system and the wonderful labor force to 
do this job. There is only one thing that could interfere with our 
doing the job, as I have gathered from traveling around the country 
and hearing discussion on these economy matters—and that is dis- 
agreement. 

The Cuamman. Well, I see on the ticker that somebody at the 
White House, whether it was the President or not, said it was relaxa- 
tion. 

Mr. Keysertine. I think disagreement is a byproduct of relaxa- 
tion. Because when the people realize how serious this situation is, 
they will find ways of agreeing what to do. 

I think one of the reasons for disagreement is the effort to solve 
or to analyze special or segmental problems without first getting the 
over-all picture of what the over-all problem really is, and what we 
need to do. I very honestly believe that if the people, the Congress, 
and others see the over-all picture and see what our central problems 
are, under our system, our form of government, and our institutions, 
we will be able to get pretty good agreement on the details. Instead 
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of going into the details, which almost every other witness before the 
committee is more competent than I am to pass upon, I would like to 
try to high light some of the central problems we all have to deal with. 
I am going to break them down into two parts. 

I am going to discuss for a little bit the problem of production, and 
then I am going to discuss for a little bit the problem of inflation 
control. 

Let me say at the beginning that I start with the assumption that 
the only fundamental way that any nation can meet its economic prob- 
lems is with production, whether it is the problem of supplying your 
armed services or of building up your production base, or of supply- 
ing your civilian economy. The only thing that you have, in the final 
analysis, to do that with is production, and therefore we must place 
the main, great emphasis on production, particularly in a long, drawn- 
out effort of this kind, because that is the real source of our strength, 
and the real source of our wealth and the real economic source of all 
the things we are trying to do. 

In the course of stepping up production, we also have the problem 
of inflation. I think, however, that one of the great and common 
dangers with which our economy may be confronted and our people 
confronted, is that of becoming so preoccupied with the problem of 
inflation that we forget about production. I have tried to think of a 
simple illustration of that. Some of the great boats which now go 
across the ocean have stabilizers, and the stabilizers are to prevent the 
boats from wallowing too much as they go across the ocean. 

The Cuarrman. You said a while ago that people are so concerned 
over inflation that they forget about production. 

Mr. Keyseruine. I think there is danger. 

The Cuatrman. I think unfortunately some of the Government 
agencies are not looking forward enough to get production, too. For 
instance, this meat order. My idea would be that it is going to hurt 
production. The question is not meat being too high for people to 
buy. When you put an order into effect on meat to take effect in 
September or October, if the farmer knows he is going to get more 
for his cattle now, or the slaughterer is going to get less in September 
and October, and doesn’t know what the Government is going to do 
next, I think that production is going to fall unless we are careful. 

Mr. Keryseruine. Mr. Chairman, I will have occasion a little later 
to talk about the details as they relate to the control of inflation. 

The Cuarrman. We do want to stop inflation. I agree with you 
the best way to stop inflation is production. 

Mr. Kerysertine. I want to emphasize that theme, and I want to 
say that you put a stabilizer into a boat, and the stabilizer will help 
prevent a boat from wallowing, but you can put a fine stabilizer in 
a boat and it may stay in the harbor and never get across the ocean. 
It is the power, oil, fuel, and the skilled efforts of its crew, it is power 
and skill that drives the boat across the ocean. In crossing this peril- 
ous sea before we get into a safe harbor—and it is a wide ocean—I 
hope people will never forget that what drives the boat is not the 
stabilizer, but production. It is driven by the propellers of effort, 
of hard work, of greater skills and better technology. I am not 
insensitive to the problems of inflation, nor to the problems of the 
grocery bill. But that is a byproduct of the other job, and if the 
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other job is solved, the boat will get across the ocean, even without 
a perfect stabilizer. However, you can have a perfect stabilizer and 
the boat will never get across the ocean if you have not enough power, 
supplies, and real force. 

I have a few charts here to try to make this as interesting as I can 
within the limits of a dry subject. I hope that all the members of the 
committee can see this. 
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Let’s for the time being, forget about the lower part of chart 1. 
That is really a separate chart. In the top part of chart 1, the length 
of the bars represents what the American economy produced in a 
number of different years, and 
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The Cuatrman. Is that agriculture? 

Mr. Keysertine. Everything, Mr. Chairman. That is what is 
called the gross national product, which is the total value of everything 
that we produce, and, as I have said already, that is what we do the 
job with. 

Now, I have changed all of these bars to a uniform price level, so 
that when the bar for one year looks longer than that for another, it is 
not because of higher prices but because the American economy ac- 
tually produced more. I have adjusted all the dollar figures to the 
fourth quarter of 1950 prices, so these bars show what the American 
economy actually turned out in different years. They are divided into 
three main parts, and those three main parts high light the problem 
that we have now. The bottom part of the bar is Government pur- 
chases of goods and services, and that means simply governmental 
programs, the most important of which now is national defense and 
related activities. The middle part of the bar is called gross private 
domestic investment. That is rather a fancy term, but it means very 
simply that part of our manpower and our resources we are using to 

rovide housing, to build up our productive base, to improve our 
arms, to improve our machinery, and to expand our plants. This is 
sometimes called capital formation. The top part of the bar is per- 
sonal consumption expenditures, the part of annual output that we 
are using to satisfy the ultimate needs of the people. 

The Cuarrman. Does that include Government purchases? 

Mr. Kerysertinc. This includes everything, Mr. Chairman. 

Those are the three great purposes of an economy ‘in these times. 
You use some of your resources to supply your defense forces. You 
use some of your resources to build up what I will call the industrial 
mobilization base, and you use some your resources to furnish con- 
sumption. 

This is what has happened in the various years. First let us look 
at 1944. A striking thing about 1944, in fact the thing that reveals 
the real nature and the real genius of the American economy, is that 
in 1944 this dark part, which represents public programs, mostly de- 
fense, rose from the small amount of about $28 billion in 1939 to the 
great amount of almost 150 billion dollars. In other words, it rose so 
much that it was almost as big as the whole bar in 1939. And this is 
all in uniform dollars. Now, if we had not expanded production, or 
in other words, if we had relied solely upon stabilization, upon keeping 
things level, the dark part would have taken up almost the whole bar, 
and there would have been nothing left over for building up produc- 
tion or building up our basic strength. But because we marshaled our 
resources by 1944, despite the fact that we had withdrawn about 11 mil- 
lion of our potential producers into the Armed Forces, we increased 
real production enough se that despite the enormous increase in the 
size of the defense program, we still had room left for servicing the 
needs of our.civilion economy actualty at a higher. level than in 1939, 
Now, that is not a per capita basis, that is on an over-all basis. We also 
had enough left over after doing those things to have a reasonable 
amount to put into investment for plant and equipment to build up our 
productive strength. 

Now, members of the committee, in the final analysis, that is how 
we won the war on the economic front. I firmly believe that if the 
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bar which represents total production had stayed at the 1939 level, 
or had risen only 15 or 20 percent above that size, rather than rising 
80 percent above that size, we might well have lost the war, no matter 
what we did on other fronts. That illustrates the enormous im- 
portance in production in this whole picture. 

Now, we moved into the postwar period, and there were some who 
felt that we would not be able to use this productive capacity after the 
war was over, and consequently would sink into a large-scale depres- 
sion. Nothing like that happened, as you_all know. We had a light 
set-back in 1949, but sania we moved along, and we learned that 
the American economy, which is mostly private enterprise, was strong 
enough and flexible enough to use this additional productive capacity 
when the war was over. We were not sustained simply by the fact 
that there was a cold war, because, as you see, there was enormous 
shrinkage in the dark bar, which represents the Government take. It 
shrank from 147 billion dollars in 1944 down to 41 billion dollars by 
1947. That is a drop of more than a hundred billion dollars measured 
in constant prices, and yet that enormous shrinkage in the Govern- 
ment part of it, in the defense program after the war, did not carry 
us back anywhere near to the 1939 levels. In other words, we found 
peacetime usages with higher consumption standards and a healthy 
level of business investment. 

Now you come to 1950 and 1951. 

The CuatrmMan. That is the same value of the dollar of 1950, and 
1949 

Mr. Keyseruine. It is in fourth quarter 1950 prices, so that these 
bars represent actual achievement. They do not represent changes 
in the value of the dollar. 

In the first half of 1951, where we are now, our actual level of total 
output is practically the same as it was in the peak war year 1944, and 
that is why we are in a very strong position now. Actually in the first 
half of 1951, our total annual output is at an annual rate of 305 to 310 
billion dollars. That is about the same figure as in the peak year 1944, 
and that is the real source of our strength. 

Now, very briefly, what is the problem that we confront at present ’ 
It is not to make this dark bar as big as it was in an all-out war. We 
are trying to avoid en all-out war. Nonetheless, the size of the defense 
build-up, which means an increase in this dark bar, is the heart and 
the essence of the economic problem that we face. Whether we shall 
accomplish that job successfully depends on whether the increased size 
of this dark bar subtracts from the rest of the economy, or can be done 
through growth in the economy, as in the earlier period. In other 
words, if we have to carry a defense burden of 50 to 60 billion dollars 
a year for the next 4 or 5 years, which is the best alternative we have 
to an all-out war, the vital question is whether we are going to have 
to continue to subtract that constantly from an economy of the current 
size, or whether through growth in the economy we will be able to get 
part of it as we did before by a real growth in production. 

Now, that is immensely important for a variety of reasons. In the 
first place, if you should have to take this growing defense program 
entirely from the civilian economy, I would think there would be a 
substantial possibility that, short of an all-out war, you would not 
maintain popular support for the kind of defense program which at 
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least seems to me, and I think, to most Members of Congress, to be 
vital to our national security 

In the second place, if you had to subtract too much of this from 
this middle bar in chart 1, which is what we are putting into our 
production capacity we would be destroying the central heart which 
yumps services both to the top bar, consumption, and to the bottom 
a Government purchases, because after all it is the middle bar 
here which does the economic job. It is our plant, both farm and 
industrial, which supplies civilian consumers and the military. The 
job we have to do is to be able to increase the size of this bottom 
bar, as we must for our national security, without decreasing the 
size of these other bars too much, and in the long run getting them 
back to a stronger and healthier size because that 1s our real strength. 
If we can do that we will be in a good position in case, in a year or 
two from now, despite our best efforts, we had to increase this bot- 
tom bar, Government expenditure, rapidly because of the actions of the 
Soviet and its satellites. We would have a strong productive base 
from which to do it. If you let the middle bar shrink too much, you 
will not have the power. You will have the arms of the organization 
without the pulsating heart, and if you let this top bar shrink too 
much you weaken your whole population, because everybody is serv- 
iced by this top bar. 

Now, these bars for 1952, and for the second half of 1951, are 
rough approximations of what our economy can do. They are based 
upon quite conservative estimates of our manpower, of our produc- 
tivity, and of our technology. I may say in passing that while these 
estimates may be wrong, or overoptimistic, the estimates that the 
Council made in the past, which seemed optimistic at the time, have 
turned out to be conservative. They were somewhat below the level 
of what the American economy actually accomplished over the past 
few years. 

I may say also that our estimates are very close to most of the inde- 
pendent estimates made by private business organizations and by 
private research organizations as to the productive power of the 
American economy. 

Now, on the basis of these estimates, if we have the kind of em- 
ployment, labor training programs, and plant expansion programs 
we ought to get, and if we have an economic strategy for defense, 
we feel that by the end of 1952, we can have carried the total of our 
real production, that is our real strength, from the current level of 
approximately 305 to 310 billion dollars up to a level somewhere in the 
neighborhood of 25 to 30 billion dollars above that. That is an annual 
rate of growth of about 5 percent a year in real terms, contrasted with 
about 15 percent a year in the years between 1939 and 1944. 

Now, of course we had some more slack resources to start with 
then, because there was more unemployment. On the other hand, we 
were drawing more producers into the Armed Forces then than we 
are planning to do now. When you consider these two it is at least 
my judgment that a 5-percent growth figure over the next 2 or 3 
years for the American economy, which is only one-third of what 
we achieved in World War II with all the other problems that we 
had to meet. at that time, is very conservative, very realistic, if we 
sense the difficulties of the problem, and if we marshal our resources 
fully to do that job. 
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Now, if we do that, we can build up to this necessary defense 
program. We can expand this bottom bar of chart 1 which includes 
Federal, State, and local outlays—all public outlays. Wecan build up 
to those levels and can maintain at the same time not a luxurious but a 
safe level of consumption which is part of our national strength, and a 
high and safe level of investment in plant and equipment and in the 
ae of our productive resources for a still greater achievement. 

Chart 1 shows two things. First, it shows that, in the final analysis, 
there is no way in the world of making a_blanket cover a longer bed 
without making the blanket longer. Consequently there is no way 
in the world of doing this immensely increased defense job we have 
to do without getting more production. The second thing it shows 
is that it is within the capacity of our economy if we adopt sound and 
well-measured policies to do this job. We will be doing it not without 
cost or strain but in a way which will leave us with a strong economy. 
Should we get into a more difficult world situation despite our best 
efforts, we would find that we had not drained down the resources 
that we need to do the job. 

Senator Bricker. Mr. Chairman, may I ask a question at this time? 

The Cuatrman. Yes. 

Senator Bricker. I note that in your bottom and middle bars there 
you designated increase in Government purchases of goods for the 
1944 period, so much greater than it is, say, in your anticipated 
1952 period. 

Now, does that take into consideration the ECA program and arms 
aid to foreign countries ? 

Mr. Keyseruine. It is taking everything into consideration ; yes. 

Senator Bricker. Now, it would be relatively higher if the same 
program of Government plant building in this country were carried 
out during the war. The middle bar would be relatively longer than 
it is in, say, the 1951 and 1952 program ? 

Mr. Keyseruine. If the Government were carrying out the plant- 
building program, the bottom bar would be larger. 

Senator Bricker. And the middle bar would be shorter because 
there wouldn’t be so much private capital. 

Mr. Keyseruine. In this ensuing period it is wise to get as much of 
the plant building done within that middle bar rather than the 
lower one. 

Senator Bricker. With regard to the expanded economy, have you 
related that to the increase in population, particularly with regard to 
the personal-consumption expenditures? 

Mr. Keyseriine. These are not per capita figures. 

Senator Bricker. They haven’t been adjusted to increase in popu- 
lation ? 

Mr. Kryseruine. Yes, the figures take into account that our popu- 
lation will continue to increase. But they are total consumption 
figures and not per capita. If you will look at this, the figures for 
the second half of 1952 shows for consumption something over 200 
billion dollars. None of these figures are exact. They are to give a 
broad impression of what we think can be done. In the second half of 
1950, consumption was about 200 billion dollars. In other words, the 
level of total consumption under these broad patterns would remain 
relatively constant, with sharp cut-backs in some areas, 
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Senator Bricker. Per individual unit? 

Mr. Keysertine. From year to year you would have some lowering 
on a per ot basis, which is a part of the sacrifice of carrying for- 
ward your defense program. 

Senator Bricker. Let me ask one other question : 

What would you say about the impact of this expanding program 
on consumption and Government purchases, and especially ECA and 
arms aid to other countries, and the arms program generally, the 
impact that is going to have upon our natural resources, our mines 
and forests? 

Mr. Keyserurne. I think that on the one hand we certainly have 
to be zealous in guarding our natural resources in this situation. 
Guarding them is not a negative concept entirely ; it is partly dynamic. 
In other words, I think you have to be careful with respect to the 
resources development programs so that you don’t cut them too far. 
I think there are two things that you have to be careful about not 
cutting too far: You don’t want to cut this middle bar, which is 
private investment, too far; you don’t want to cut those portions of 
public programs too far—I think a lot of them have to be cut in view 
of the emergency—which are essential core parts of your production 
base, ng like electricity, to a degree, and certain of the natural re- 
sources. That is part of it. 

Now, the other point is, Senator, that I think some of the statements 
that have been made in books like Road to Survival, that our natural 
resources are being impoverished, are overdrawn. 

I am fully confident that in a broad, general way our natural 
resources, if they are well taken care of, are adequate to do the job 
that we have got to do. I am confident that we are not going to face 
impoverishment or starvation with respect to any of our basic re- 
sources. 

I also feel that as there is a drawing down of our basic resources, 
that American ingenuity and technology will find substitutes. 

Senator Bricker. I am encouraged by the latter, but I am think- 
ing of the graphic example of the depletion of our iron-ore resources. 

Mr. Keyseruine. I think steps have to be taken to tap new sources. 
I simply want to make the general point that we don’t face any tragic 
and poignant shortage of natural resources. 

Now, there are some strategic raw materials that we are terribly 
short of, and that gets into the problem of interchange bet ween us and 
our allies. I think that has to be worked out on a better basis. 

Senator Bricker. Some of them we just don’t have, too. 

Mr. Keyseruine. Yes; there are some that we just don’t have. 

Now, I just want briefly to call to your attention for a minute some 
of the very basic factors that have bearing upon this production job 
that we can and must do. Of course, the most important of all is the 
labor force, because the application of labor to tools and equipment 
is what turns out products. 
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Now, here in chart 2, it is very interesting to note that by 1944 we 
enormously increased the utilization of the labor force over 1939. 
Part of that came from drawing down upon the pool of the unem- 
ployed, but it didn’t come basically from that, because, as I said be- 
fore, we increased the size of the Armed Forces more than the total 
amount of unemployment in 1939. Most of it came from what is called 
greater labor participation, which is a more intensive utilization of 
the labor force. You use the labor force more intensively in two 
ways—first, by working longer hours, and also by drawing in so-called 
secondary workers, or the types of workers who are not normally 
employed. Through this latter device, mainly, although slightly 
through population growth, we brought the labor force up from 
55,600,000 persons in 1939 to 65,900,000 in 1944, and the real secret of 
doing that was increased participation. Participation means the per- 
cent of the noninstitutional population, 14 years of age and over— 
that is a peculiar terminology, but that is the way it is figured—who 
are actively engaged in the labor force. That rate rose from 56 per- 
cent in 1939 to 63 percent in 1944, as shown in the lower part of chart 2. 

Senator Scnorrret. What age bracket does that cover? 

Mr. Keyserirne. It consists of people 14 years of age and over. 

Now, coming to 1951, where are we now! We are now in a situa- 
tion where we have a larger labor force with more people employed, 
than we had even in 1944. Some of the secondary workers have gone 
out of the labor force, but our population has grown, and many more 
of the so-called secondary so have remained in the labor force 
than we thought would be the case, say, in 1945. So we are in a strong 
position now. 

In addition, we have reserves to draw upon, and we have the same 
two kinds of reserves that we had before, an increase in the number 
of people and the lengthening of the hours. As to increase in num- 
ber, we calculate that there is room for the expansion of the labor 
force by approximately a million a year, running on into the years 
ahead. 

As to the increased utilization, we have strongly stressed the im- 
portance of the trend which has been taking place over the last year 
toward somewhat longer hours, even if not quite such long hours as 
in 1944, in those basic sectors of industry which are most closely con- 
nected with the war effort. 

It would be well if the rate of participation could rise up to about 
60 percent for the year 1951 asa whole. That, of course, would not be 
so high as the 63 percent in 1944, but it would represent a general rise. 
Therefore, one very important factor in getting this increased produc- 
tion, which is the heart of the whole problem, is the basic willingness 
of people to recognize that the only way you can get more output is 
to work harder and to work longer. The whole population must ree- 
ognize that we have a big burden and therefore have to work harder 
to carry it. 

Senator Benton. In speaking last Saturday in Connecticut to the 
postal clerks at their annual convention, they contended to me that, 
as never before, all their wives, young children, old fathers and moth- 
ers would be forced to run out and try to find jobs because of the rap- 
idly rising price level, and I wonder if there might not be forces at 
work here that might not give you a straight curve of a million a 
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year, but might give you a bulge in the next year or so, more than you 
have estimated ; pressures on the women, the older people, and even 
the younger ones ! 

Mr. Keyseriina. I think that might be the actuality, Senator Ben- 
ton, but as I will say later, coming into the subject of inflation, I 
don’t think inflation is the most economical or the most effective or 
the most desirable way of drawing people into the labor force. 

Senator Benton. That goes without saying. I wholly concur in 
that. = 

Mr. Keyseriinc. They recognize the need to serve their country, 
not because they are drawn in by the deterioration of the dollar. The 
inflation problem is immensely important, but I still feel morally 
obligated to emphasize the point that the only way to have goods is 
to produce them, and that every economic policy and program 
ee be attuned and adjusted to getting that production where it is 
needed. 

If we do that, we will come through all right. 

Now, the second phase of increased output is productivity. Pro- 
ductivity is even more important than increases in the labor force. 
I have said on many occasions that we can never hope to excel the 
Soviet and its satellites in manpower. But we can excel them in the 
efficiency of manpower, which means providing manpower with 
superior tools and equipment. Between 1939 and 1944, when we in- 
creased our total output by 80 percent, we increased our labor force by 
only about 20 percent, as shown in chart 3. 

In other words, most of the increase came through better tools, 
through plant expansion, through sharper weapons on the industrial 
front. In fact, that is the whole history of the United States. The 


population has doubled every 50 years, and the output has doubled 
every 20 or 25 years. 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 273 


Chart 3 shows the trends in productivity since 1939. The increase 
has not been as great as we would like, but it has been encouraging. 
The many billions of dollars that went into plant and equipment on 
the part of industry after World War II should begin to have a very 
important effect on productivity. Everything must be done to en- 
courage proseeeny to rise still faster. 

t 


Now, that brings us to what I consider the most important and vital 
problem that we atu on the economic front: our tools, because that is 
what we do the job with on the economic front. You couldn’t improve 
agricultural output without better tools, and I don’t use that in a 
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limited sense. 1 use it to include machinery, to include fertilizer, to 
include everything that goes into making two blades of grass grow 
where one grew before, and the same thing on the industry side. 
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Here I have chart 4 which shows the problem of business invest- 
ment in the recent past and over the next few years. 

When we engaged in World War IT, we couldn’t do very much on 
the score of business investment, relatively, because we were in an all- 
out struggle where, at the peak, we had to devote about 45 percent of 
our resources to the immediate fighting of the war. In other words, 
an all-out war of necessity and by definition drains down and draws 
down very heavily and rapidly upon your resources. The conse- 
quence of that is if any nation is in all-out war for too long a period, 
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there isn’t anything left. General estimates were, when we got into 
World War II, it would be a 4- or 5-year proposition, and it turned 
out to be 4 years. You have to hazard eating up your substance, be- 
cause you are in an all-out fight. 

In the situation we are in now, we cannot afford to eat up sustenance, 
because we do not know how long it is going to be. We have to 
strengthen our productive facilities rather than weaken them. 

These bars show that by the first half of 1951 we were at the highest 
level of gross private domestic investment that we have ever been in 
our history, either in times of peace or war. Again I say, Mr. Chair- 
man, all these figures are at a uniform price level, so this is not just a 
changing dollar. This is what really happened in the economy, which 
is fundamentally more important. 

By the first half of 1951, we were running in prices of the fourth 
quarter of 1950, at almost a 55-billion-dollar annual rate of invest- 
ment, gross business investment. That is divided into three main 
parts: new construction, producers’ durable equipment, which are 
the tools and implements that you produce with, and changes in busi- 
ness inventories. 

Now, what this shows is that running on into the next year and a 
half, or so—— 

The Cuarrman. What was it in 1947? 

Mr. Keyseriinc. The increase in inventories in 1947 was 0.8 billion 
dollars. 

The CuatrMan. That is all the inventory we had? 

Mr. Keysertine. The increase was very small. In the first half of 
1951, the increase was about 5 billion. 

The Cuatrman. In other words, you have five times as much? 

Mr. Keysertine. These figures do not represent the total inventories 
we had for any of these periods but represent the change in inventories. 

They show we are accumulating at a very much greater rate. I will 
say something more about that in the inflation discussion a little later 
on, and what the significance of that is, because I think it may be 
overstressed. 

What this shows basically is that if we are going to carry out the 
basic defense program in anything like its projected contours, and if 
we are going to maintain anything like the level of consumption that 
we have in mind from the viewpoint of our general strength, then 
there will have to be an over-all decline in business investment. There 
has to be contraction somewhere. At any rate, the peak reached in 
the first half of 1951 was so high that we can well afford to get down 
to a lower level of over-all investment than that, and at the same time 
do a very strong job. 

However, this indicates in rough figures the general nature of the 
job that we ought todo. The cut-backs should come in specific sectors 
of the economy, and should not be stretched generally over the whole 
economy. 

The CuatrMan. In what segment? 

Mr. Keysertrna. Construction, for example, commercial and resi- 
dential construction, at the end of last year—— 

The Cuarrman. Doesn’t this include construction of plants, as well ? 

Mr. Kerysertine. It includes construction of plants as well. We 
estimate broadly, and these are broad figures, that taking into account 
the fact that in the last quarter of last year we were running at a 
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rate of a million or more houses a year, and thus far this year at almost 
the same level, that there is room consistent with adequate housing for 
cutting very far below that. And there is even room for cutting of 
commercial construction. So that we do show, because you have to 
cut the blanket somewhere, we do have room for substantial contrac- 
tion there. 

Senator Bricker. That wouldn’t include Government construction, 
or public buildings? 

Mr. Kerysertine. No; that is the bottom bar of chart 1. This chart, 
No. 4, shows the private investment segment only. 

The Cuarrman. To get back to this housing, when you say a million 
or more? 

Mr. Keysertinc. That was the annual rate around the end of last 
year, and thus far this year. 

The Cuamman. We put a limitation in the regulation last year 
that if applications were in by October they would not come under 
the regulation, and there was a tremendous rush to get started. Have 
you made any study as to what would happen when that rush of orders 
within that time limit expire? 

Mr. Keysertinc. Well, I am not saying anything critically, Mr. 
Chairman, about the action taken in the past, and let me make clear 
that the construction figures here include only those for private hous- 
ing construction, not for public construction. 

The Cuatrman. I understand that. 

Mr. Keyserurine. I think that when the cycle of carrying through 
on what was in the mill at the end of last year and the beginning of 
this year is completed that you will have a considerably lower level 
of housing, based upon new starts, than you have had. In other 
words, I believe that the various regulations, which have already been 
applied, the general situation, materials, and lots of other things, 
will conspire to carry us to that lower level which would seem to 
be necessary. 

Now, it is never desirable, if you look at housing alone, to cut the 
level, because housing is a good thing, but it is just one of the cuts 
that has to be made. 

There are two reasons for that. One is to supply the military. 
The other reason is that, according to our analysis, more materials and 
labor will have to go into expanding some important segments of 
our productive capacity. For these there will have to be an increasing 
volume of construction and of equipment. 

Now, tools and equipment—and by that, I say again, I mean in 
the factory, on the farm, in transport, everything that goes to enlarge 
the industrial mobilization base—— 

Senator Maysanx. When you say in transport, Senator Bricker 
brought that up today—and I concur with him—that it is shown that 
we will have a shortage of railroad cars and transportation. 

What do you think about that? 

Mr. Kerysertine. Without attempting to ery over spilled milk, our 
Council started worrying in 1948 about the shortage of freight cars, 
and there were a lot of people who felt at that time that the shrinkage 
that would take place in our economy would give us a superabundance 
of freight cars. We didn’t feel that way; we felt there was a funda- 
mental shortage. There was a great need for more freight cars. 
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I am just as acutely concerned as you are about getting this job done 
in time. On the other hand, we also have to bear in mind that there 
are some problems which just cannot be solved within a few months. 
If we set aside everything that can’t be completely solved in 2 or 3 
months, we may set aside some of our most important problems. 

Now, let me cite an example of that: When we were talking about 
the steel shortage in 1948, the argument was you cannot expand steel 
capacity because it takes a couple of years to do it, and by the time 
it gets done we will be in a recession or depression and you won’t need 
the steel. Actually, as it turned out, that didn’t happen, and if the 
expansion had started then we would have had what we need now; 
we would have had it at a lower price level; we would have had it when 
the expansion cost less in terms of drains upon manpower and general 
inflation. 

In the situation we are now in it has to be recognized frankly that 
business expansion which is so important to carry this load does add 
to immediate inflationary re Obviously, if you are going to 
use manpower and materials to build steel plants, or to build anything 
else that increases our productive power, you are using the resources 
before you get the product. You are not getting any product while 
you are doing the building, which haralins increases inflationary 
strains somewhat to do that. 

Nonetheless, we think that is a very important thing to do, which 
shows the complexity of national policy, because, if you don’t move 
ahead vigorously on increasing that production base, you never reach 
the point where you can carry the burden that we are going to have 
tocarry. You never will have a long-enough blanket to cover the bed. 

Senator Scnorrret. Do you take into consideration in that chart, 
not exactly depreciation, but the deterioration of your capital outlays 
there? Is that shown or is that confined to just new production ? 

Mr. Keyseruine. This takes into account everything that enters 
into maintaining and expanding our productive facilities. In other 
words, it includes outlays for replacement and outlays for new plant 
and equipment. It includes everything that you need to do to realize 
what I have called this greatest nonsecret weapon of the United 
States—its productive capacity. 

Senator Benton. It doesn’t show amortization or depreciation, 
though. 

Mr. Keysrriinc. No. I would like to refer to that in just a minute. 

What we show is that by the first half of this year we were at about 
a 27-billion-dollar level of producers’ durable equipment, which again 
is clearly shown here to be an all-time record. It compares with 22.5 
billion dollars in 1948, which was considered very high. However, we 
are at an all-time peak now, and it will have to come down some. But 
it is vitally important to keep that middle bar, producers’ durable 
equipment, at a very high level. Here it is shown, just for purposes of 
rough approximation, somewhere in the neighborhood of a 25-billion- 
dollar level over the next few years. 


There is nothing exact about that kind of thing. It might be 23 
billion dollars or it might be 26 billion dollars; it is used to convey 
the idea that in order to keep these bars big enough and strong enough 
to do the whole job, we must give immense importance to retaining 
the strength of our industrial mobilization base. We need farm ma- 
chinery, transport equipment, tools, the translation of improved 
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science and invention already achieved into actual productivity. That 
is why we feel that, in doing this productive part of the job, it is 
enormously important to gear economic policy to the maintenance of 
a large and strong production base for the economy as a whole. Every 
economic policy, whether it be allocations, whether it be taxes, whether 
it be controls, should give heavy weight and account to the fact that 
in the final analysis production is what you are trying to get; pro- 
duction to service your armed forces, production to service your 
civilian economy, production to service your international programs, 
and production to service your mobilization base itself. 

You have to use manpower and you have to use materials to build 
the plants that will produce more materials. 
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Chart 5 is the picture on consumption. The projected estimates are 
based upon the assumed levels for the military program which we 
have to meet under the programs thus far set forth. They take into 
account the philosophy here expressed with which I think most of 
the members of the committee will agree: that we cannot neglect our 
production tools. If we are going to take care of our production tools 
and take care of our defense program, we have certain amounts which 

‘an be used for servicing the ultimate consumption needs of the people. 
The interesting thing about this chart is that it breaks down that 
consumption into three types: durables, nondurables, and services. 
It shows that over the next year or two—getting back again to the 
question that Senator Bricker raised— we will have to engineer rather 
sharp cutbacks in durable consumption, simply because we will not 
have the resources to produce that much durables for the civilian popu- 
lation and at the same time to service both the defense program and 
the industrial mobilization base as shown on chart 4. 

Now, it is a mistake to think that the only reason for wanting to 
cut back on your durable consumption is to service the armed forces 
program. That is one important priority. But if that alone is done, 
and no account is taken of cutting back on your consumer durables 
in order to service your production base, you gradually get a produc- 
tion base which cannot carry your military program and your con- 
sumer economy. Asa result, you have the triangle standing on its top 
instead of standing on its base. 

In talking about the cut-back on consumer durables, I think you 
need a vigorous program to service both industrial production and 
consumers. In other words, if you cut back automobiles just enough 
to take care of the military program, you cannot at the same time 
expand your steel capacity. And if you do not expand your steel ca- 
pacity, you cannot see the way out, within a year or two from now, 
both to carry the military program and to supply consumers with 
durables including automobiles. 

This shows that even after cutting back heavily on durables, when 
you look at nondurables and services, you find that the total of con- 
sumption for the economy as a whole can be more or less maintained. 
I say “more or less” advisedly. But it can be more or less maintained 
over the next year or two with a defense program of this size, and 
with an industrial mobilization program of this size, which I think 
is So important. 

Now, there is a dual significance in that. The first significance 
is that statements that even if we must undertake a defense program 
of this size in the interests of national security—and I believe that 
we must, but I am not pretending to be an expert on that field—state- 
ments that we cannot undertake such a program without wrecking or 
destroying or impoverishing our economy would not seem to hold 
water. 

The CuatrmMan. Now, may I interrupt there / 

We are going to have less durable goods in the first half of 1952 
than you had in 1949; is that right? Or is that the same amount ? 

Mr. Keysertine. It is about 30 billion dollars in the first half of 
1951 and will drop by the end of the year to around 25 billion. 

The economy as a whole has enormously increased its productive 
potential since 1949 and hence consumption expenditures are higher. 
In other words, the whole bar has increased. 
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The Cuarrman. This is 24.8 billion dollars in 1949, and will be 
even lower in 1952, back to about what it was in 1949. Then why is it 
‘necessary to cut back on your durables? 

Mr. Keyseruine. In 1952, if you did not have a defense program, 
and if you did not have an industrial mobilization program, you could 
have enormously more durable goods than you had in 1949. 

The CHarrMAn. But my point is that the amount in 1949 and 1952 
is the same. What happened to the durable goods in 1951, for exam- 
ple? Is that tanks? ae 

Mr. Kryseriinc. The durable goods that the Army buys are not in 
here at all. These are the durable goods that the consumer buys. 

The Cuarmrman. We have the same as we had in 1949. 

Mr. Keyseriine. We have more than we had in 1949. 

The Cuarrman. Then why should we have to curtail? 

Mr. Kerysrriinc. Because the production now. is much higher than 
in 1949. In other words, to answer the question specifically, the pro- 
duction for civilian use in 1949 was 24.8 billion dollars. The pro- 
duction for civilian use in the first half of 1951 was at an annual rate 
of about 30 billion dollars, which is more than 5 billion higher. 

The CuamMan. But we can’t get copper wire, for example. 

Mr. Keyserurne. That is anes there are shortages even at the 
higher level of production. 

The CHarrMan. Is copper a scarce material? 

Mr. Keyserirne. Oh, yes; definitely. 

The CuHarman. So those durable goods would include copper ? 

Mr. Keryseriine. Yes; they include copper for consumer durable 
goods. But if you cut back more on consumer durables you would 
have more copper for more important things in these times. That is 
the point I was trying to make. 

The CuHarrman. I understand now. Those durable goods are not 
only copper, steel, and things we are short of, but they are everything. 

Mr. Krysertinc. These black bars in chart 5 represent total con- 
sumer purchases of durable goods: automobiles, hard goods, refriger- 
ators, and television sets. 

By the first half of 1951, that was approximately 5 to 6 billion dol- 
lars higher than in 1949. The point that this makes is that we cannot 
do the defense job and continue consumer durables at about 30 billion 
dollars. They have to be cut back. 

Even when they are cut back to 24 billion or 25 billion dollars—and 
that will be a cutback big enough to enable us to do other things—we 
will not be really strapped or wrecked. At that much lower level we 
will still be as high as we were in 1949, which was a pretty good year, 
and we will be much higher than we ever were before the war. 

That merely illustrates that due to the real growth of the economy, 
we can, with a wise reassignment of our resources, do this job, and 
have enough not to live in the luxury we would if we didn’t have the 
defense program, but certainly to get by on a good, high standard. 

Senator Bricker. The only thing that will cut that anticipated 


half of 1952 durable goods below what it was in 1949 or 1948, certain- 
ly, will be the increased population so there will be less per indi- 
vidual. 

Mr. Keyserirnc. There will be less per capita. It would be cut fur- 
ther if the defense program should need to be expanded still faster, 
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or it would be cut further if under some new decision of policy you 
decide to put more of this material in building up your production. 

In other words, if it should be decided that farm machinery is more 
needed than automobiles, or that transportation equipment is more 
needed than automobiles, or that steel capacity is more needed than 
automobiles, you might cut this a little more to build up your industrial 
mobilization base. 

Personally, I would like to see that done. I think we would be 
stronger if it were done. But that is the nature of the problem. 

Now, I want to come over to the inflationary side, which, as I say, 
has occupied the center of the stage. The reason I have gone into 
these charts is to summarize. 

We couldn’t make any greater mistake than to become so pre- 
occupied with one segment of this economic job that we forget the 
other segment. I think it enormously imporgant to control in- 
flation. I think the controls are very important in this situation, 
but I have said before and will say again rg until I am silenced, 
that we can never outcontrol the Russians. We cannot outcontrol 
the Russians, because they have a system based upon absolute control 
of everything from every grain to every buttonhole throughout the 
land. We will never be able to outcontrol the Russians because they 
place so little value upon the individual that they will throw a man 
to a grinding-up machine without any more thought than for a gallon 
of gasoline. We cannot outcontrol them, but we can outproduce them, 
oa it is in outproducing them that our margin of superiority lies. 

Therefore, as we look at the specific programs directed at controls, 
we must also ask the question: “What is the production objective? 
How do the two fit together?” And I say, by way of advice, that if 
I were sitting on your side of the table, and I have said this at 
another hearing, the question that I will put to each person exercising 
a specific program is: “Have you a production rationale as well as 
control rationale?’ 

The Cuarrman. I am glad to hear you say that. There are certain 
members of this committee, I, for one, have been criticized for not tak- 
ing up prices—not the question of what a pound of beef was worth, 
but the price that would get the production. That is what I have 
been trying to do, The more you produce, the lower the prices will 


Mr. Keyseriine. Senator, in saying what I have said generally 
about the importance of production, I don’t mean to imply that any 
price or any wage for any commodity in any place is justified to get 
that production. On this particular matter of meat, in which you 
are interested —— 

The Cuarrman., I am only interested in production. 

Senator Bricker. May I ask a question at this point? 

You said we can’t outcontrol the Russians, but we can outproduce 
them. 

Do we not lessen our production capacity, the nearer we approach 
the Russian control system ? 

Mr. Keyseruine. If we go too far, I think so. 

Senator Bricker. Any trend that way does appreciably lessen our 
production capacity. 

Mr. Kryseruine. I wouldn’t say that of any trend that way, Sen- 
ator, because I don’t believe, from anything I have said, that we 
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could have gotten through World War II with as few controls as 
we had in 1939. I think that the very essence of a defense emergency 
is more controls than you have in normal peacetime, and therefore 
I certainly wouldn’t want to be interpreted as saying that any trend 
toward more controls is bringing us closer to the Russians. 

Senator Bricker. It is a carry-over of the element of freedom and 
it is a permanent carry-over effect, but ultimately you can destroy 
that. . 

Mr. Keyserurine. I think it is partly a nifatter of the scope of the 
controls, but I think it is even more a matter of how they are arrived at 
and how they are applied. 

Senator Bricker. And isn’t it also important that as we meet these 
goals we get the controls off as soon as possible ¢ 

Mr. Keysertinc. Oh, there is no question about that. I don’t think 
that time is yet, but I think one of the reasons that production is so 
vital and important is that if we are lucky enough to avoid an all-out 
struggle we will have built up capacity in a year or two or three to a 
point where we can remove some of the controls. But I don’t want it 
understood from what I have said, and I want to underscore this, that 
I would believe for a minute that you can move into a defense program 
of this size, superimposed upon a high-level economy, without having 
more controls than you had in peacetime. 

Senator Bricker. I think the element of necessity of control ought 
to be the determining factor, and not the desire for control. 

Mr. Kryserune. It certainly ought to be. 

Senator Benton. Is Senator Bricker right; that we are moving 
closer to the Russians the more we put on controls, but that it is an 
unhappy necessity ? 

Mr. Keysertine. Well, the fact that two nations adopt similar de- 
vices doesn’t make them the same. Somebody might say we are moving 
closer to the Russians because they are a military state and we are 
increasing our military strength. 

Senator Benron. Somebody would be right who said that. 

Mr. Keyseruinc. That would be right unless they recognize, as I 
do, that we are doing it for different reasons, for different purposes, 
and for a different period of duration. We are doing it to get over a 
ae so we won't have to do it forever. They are doing it based on an 
idealogy that they will do it forever or until they exert influence over 
the entire world. 

Senator Scnorrret. But don’t they have to be mindful of the seg- 
ments of our society and business units not to stifle too many of them 
during this period that will toss us back by unnecessary or too harsh 
controls, which will throw them completely out of business? 

Mr. Kryseruine. I think that is undoubtedly true, but I don’t think 
I would be fair or frank—and I am trying to be that with the com- 
mittee—if I intimated that because of what I have said about produc- 
tion that I think production is a complete substitute for controls, or 
that you can get through this defense emergeney without more controls 
than you have in peace time. 

The trouble with statements made by those of us who have to labor 
against misinterpretation is that if you emphasize one thing somebody 
says you neglect the other thing entirely. 
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If you emphasize production somebody says you are apathetic about 
inflation. If you emphasize inflation control, somebody says you are 
apathetic about production. 

Now, the real job that needs to be done is to take a balanced perspec- 
tive which recognizes that we have to do both. 

Senator Benton. Do you think we took the controls off too fast 
after the last war? 

Mr. Keysertine. Senator, may I say that I will neither add to the 
strength of my testimony nor to the capacity to solve current problems 
by entering now into a rather heated matter with respect to 1946, if 
you will pardon me. 

Senator Benron. Do you think the 2-year duration is about right 
on the bill we are considering ? 

Mr. Keyseruine. I certainly don’t think it should be less than that. 

Senator Benton. I asked Mr. Wilson whether it should be to the 
end of 1953, so that the new Congress coming in 1953 in the first 6 
months, wouldn’t have this big, critical, and crucial problem again, 
whether it wouldn’t be better to make it December. 

Mr. Keyserurine. I think that is a matter for the judgment of Con- 
gress. I don’t want to be pretentious by indicating that as an econo- 
mist I can have a calculus as to whether it should be 2, 214, or 3 years. 
In a general way I would say 2 years is a reasonable minimum period, 
unless somebody is so hyperoptimistic as to think that in less than 2 
years we will be through this whole problem. 

I don’t think people are. 

I will say this, from the viewpoint of the economist: that I think 
it is very important for the Congress, if 1 may say so and since you have 
asked the question, which is a policy-making body, to recognize that 
policy cannot be made and changed every month. 

An individual businessman who is trying in a small way to adjust 
to the currents playing upon his business, can try every day to adjust 
his policies and his business to what he reads in the newspapers or 
gathers elsewhere about what is going to happen the next day. 

On the other hand, when you are dealing with national policy, you 
have to recognize first, since it takes many months to formulate a 
policy and then takes a long time to evaluate it, that if the Congress 
tries to keep up not with reasonable time spans of development such as 
a year or two, but to keep up with what is happening every month, you 
will also get the policy after the situation is over. 

One of the reasons I have tried to bring this kind of testimony be- 
fore you is that I think there is danger in the tendency to look at the 
daily outlook or the monthly outlook rather than the outlook over a 
reasonable span of time. 

Now, I recognize, not knowing what the Russians and others are 
going to do, that we cannot be sure about the distant future. But I 
say, unless we can think in terms of a year or two—a reasonable period 
of time—rather than a month or two, it is terribly hard to formulate 
a policy. 

Now, I want to emphasize this even more in connection with what 
I am going tosay now about the inflationary problem. 

Senator Bricker. Before you go on to that, I have a very sincere, a 
very real fear of a situation that could easily come about as a con- 
sequence of this program. Granting the necessity—and I do willingly 
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grant the necessity for a control program—I think the element of 
necessity ought to be the controlling factor at the present time. I am 
fearful that if these controls are imposed which go beyond the abso- 
lute necessity for the program immediately ahead of us, the American 
people will become anesthetized. Sooner or later certain segments 
of our society will begin to get the desire for Government control of 
our business functions, control of the lives of our people beyond the 
necessity of ordinary society. Then, you are going to approach either 
the British socialistic system, or the totalitarian philosophy of some 
of the rest of the world, and if we do we will have destroyed the ability 
of the American people to produce. Freedom, and therefore ability 
to produce, has been running through our whole business structure 
throughout the years past. 

Mr. Keryseruine. I agree with you entirely, Senator, in your state- 
ment of philosophy. I subscribe to every word of it. We always get 
to the question of how it applies to concrete situations. 

Now, let’s not fall into the trap of feeling that the emphasis at one 
point obscures another. Let us remember that the greatest period of 
production growth that we ever had in this country was during 
World War TI, when, as I have shown in chart 1, we increased our 
total national output by about 80 percent in 5 years, which was an 
annual rate of increase of approximately 15 percent a year, which was 
about three times as good as we had ever done over a span of years 
in peacetime. Now, we did not do that without controls. 

Senator Bricker. No; but we were able to do it because we availed 
ourselves of the initiative, the resourcefulness, the creative ability of 
the people of America, and that is a direct consequence of the freedom 
which we have had. 

Mr. Keyseruine. I agree with you. You can’t get any dissent from 
me on that, Senator; but I still say that was done during World 
War ITI, and not without controls. 

Senator Bricker. That is true. 

Mr. KrysrriinG. In other words, we needed controls during World 
War ITI just as we needed production, and the controls, while they 
may have been at some points hampering and at some points embar- 
rassing, did not prevent us from making this productive growth. 

Senator Benton. But isn’t it true that large areas of American 
business have been accustomed to controls for years and even decades, 
and depend wholly on forms of Government controls? I don’t want 
to make a tyranny of words. 

Mr. Keysertine. I recognize, Senator, that there may be some 
shading of difference between you and Senator Bricker. 

Senator Benton. Great areas of American business—aviation, the 
maritime industry, the railroad industry, the second act ever enacted 
by the United States Congress was the Tariff Act. Everybody who 
depends on the tariff is living with controls. 

Mr. Keysrriinc. I will make a confession to you: I am trying to 
get a formulation that you and Senator Bricker will be able to agree on. 

Senator Brenton. I don’t think that will be so difficult. 

Mr. Keyseruina. I don’t think so, either. I said at the beginning 
of my testimony that the one thing that might make us unable to 
measure up to the challenge of the Soviets and their satellites is that, 
after free debate and discussion of conflicting ideas, we do not ulti- 
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mately arrive at agreements on fundamental points, so we can 
go ahead and do the job. 

Senator Benton. I might point out that we had enormous numbers 
of controls prior to the war emergency, many of which I join with 
Senator Bricker and would like to get rid of. 

It is an unhappy fact, however, that a very big segment of American 
industry is dependent on controls, including our farmers. We live 
in a greatly controlled society, and have been doing so for a long time. 
We may call it the free enterprise system, but we should understand 
it is dominated in very widespread segments by controls that business 
has gotten so used to they don’t even realize they are being controlled. 

Mr. Keyser.inc. I agree with what you have said, and I agree 
with what Senator Bricker has said. 

Senator Benton. I think both things are true. I, too, agree with 
Senator Bricker. 

Mr. Kryseriinc. Now we have harmony here. 

Let me say this one thing: In stressing production I have not 
meant to carry the banner of production to the point that some people 
do of saying if we get production we have no inflationary problem, or 
if we get production we don’t need any controls. That just isn’t so. 
The history of World War II shows it wasn’t so. We have to benefit 
by that. 

think that will be revealed more clearly by getting into a more 
factual analysis of what this inflationary situation is and what 
we need to do to meet it. 

Before doing that, I want to say in conclusion of the first part of 
my presentation that I can only ask this committee and other con- 
gressional committees in weighng these programs to be very chari- 
table toward those things which have to do with expanding pro- 
duction. 

Now, it is perfectly easy, looking back at World War II, or looking 
back at some of the things that have been done thus far in this situa- 
tion, to say it might have been done a little more cheaply, it might 
have been done on a somewhat less liberal formula, it might have been 
done to scatter the business better to all types of business. I am sym- 
polite to all those criticisms. That is how we get improvement. 
Nevertheless, I say, dollar for dollar, there is nothing which will add 
so much to our strength as those basic things which increase the power 
of our mobilization base. 

I don’t think that Mr. Stalin, a cold and calculating man, is going 
to be tremendously shaken in his determination by getting a telegram 
which says we have suggested controlling the price of bananas. I 
think when he gets a telegram which says that the United States, 
which is already producing about three times as much steel as the 
Russians, is going to expand its steel capacity by another 15 percent 
over the next 2 or 3 years, I think that is going to make him and his 
generals stop, look, and listen, because I think they are cold and 
calculating. 

That is the real source of our strength. That is what you fight a 
war with, whether it is a hot or cold war; what you supply your 
needs with is production. If we can get our farm production and 
industrial production up, and build the kind of military strength we 
need, then I will take any chances that the American economy is going 
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to come through. If we don’t do those things, I think we may run 
into real problems. 

The CuarrMan. Have you any idea how you are going to get the 
farm production up? I am delighted to know steel production is up, 
as has been testified, but how are we going to get the farm produc- 
tion up? 

Mr. Keysertine. I think to get farm production up, Senator—] 
think you have a problem of selectivity there-just as you have in the 
industrial field. We don’t need more of every farm commodity that is 
produced. We need more of some just as we need more of some indus- 
trial things. 

I think the central key to getting the right kind of farm produc- 
tion up lies in what I call programing, which I think this committee 
and other committees of Congress ought to be interested in more than 
anything else, and which I think thus far has been a relatively under- 
stressed part of the defense effort. 

If you are going to get farm production up, you have to be sure that 
in your allocation of manpower, and in your allocation of chemicals, 
and in your allocation of the materials that enter into machinery, you 
have a philosophy and a program of how you are apportioning them 
among the different segments of economy. 

In other words, you can’t go ahead and say you are going to give cer- 
tain priorities to the military, and then engage in some industrial 
expansion here and there, and let the rest take care of itself. I think 
you have got to have a rounded plan, and I don’t mind using the word 
“plan” in this context. I don’t think Senator Bricker will object to 
my using the word “plan.” In other words, you have to make the parts 
fit together. You have to have a program to cover the whole thing. 

I would advise the committee to get into the question of program- 
ing. Have we a rounded program which doesn’t leave the legitimate 
needs of farming out in the interest of other segments? I think that 
is a phase of the production job which is important, to see that we 
have emphasis on all sides and don’t leave one of the vital links of the 
chain out in our exuberance about serving the others. 

I think that is the traffic system for a defense mobilization program. 
Unless you have that traffic system working sensibly you are going 
to have collisions. 

I have sympathy for your concern about whether some of the vital 
links of the chain are going to get the supplies they need to do the job. 
I think we have the resources to serve the whole thing, but it has got 
to be thought through, and those who are doing the job ought to be 
sure that they have made a rounded survey of the alusle thing, and 
are not servicing one sector and forgetting about the other fronts. 

The CHatrMan. I am glad to hear you say that. You mentioned 
this expansion of an already expanded economy, which started in 
1941 when we had tremendous surpluses and large numbers of farm 
commodities to carry us along through a shortage. 

Mr. Kryseruine. I think the biggest job we have on the production 
front is the rationalization of production, Senator. By this I mean 
the figuring out of your competing demands so that you maximize 
your strength by getting the right things to the right places, and not 
forgetting some of the places in the process. 

Whether your formula for a certain type of expansion has been 
5 or 10 percent too high or too low seems a secondary question. What- 
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ever it is, in the context of a defense effort of this size, and of a 
50-billion or 60-billion-dollar budget for that purpose, I would not 
worry excessively about whether 500 million dollars, more or less, was 
conceded in one way or another, if it is tied in with definite precision 
to points where it is needed. I think in the long run it is going to be 
shown that those expansion programs have added as much per dollar 
to our strength as anything else we are doing, and the history of World 
War IT showed that. 

Now, coming to the question of inflation. There is a great fallacy 
in thinking that you are going to solve inflation simply by production. 
There are two reasons why it is a fallacy. Production is a vital long 
run solution and is the one we have to place emphasis on, but in the 
short run it does not solve the problem for two reasons. First, because 
the very process of building up your productive equipment adds to 
inflation in the short run. In other words, if you are taking manpower 
and taking material to build up productive equipment, which takes 
a year and a half to build’before you get into operation, you have to 
pay the price of those short run pressures in order to solve the problem 
in the long run. 

In the second place, so long as you have a large defense program, 
an important part of output is not available for civilian use. But the 
flow of income is generated by total production—production for mili- 
tary use and production for civilian use. The only goods income 
recipients can buy, however, are civilian goods, and that creates enor- 
mous inflationary pressures, 

Specifically, if a man is working in a defense plant, he gets just as 
good wages, and probably better, than if he were working in a plant 
producing civilian goods. If business is engaged in defense produc- 
tion, it gets just as good profits, and probably better profits, than if 
it were engaged in civilian production, so that the income comes to 
business, and comes to civilians from both sources, defense production 
and civilian production, but the only finished products that they can 
buy, whether they be business buyers or consumer buyers, is civilian 
production. ‘The mere fact that you are stepping up production does 
not in itself solve that problem. 

Now, I might just go briefly over some figures on the size and scope 
of this inflationary danger, which I will do very quickly here. 

The Cuarrman. Do you have a chart on that? 

Mr. Keysrrtine. Yes, but I wish to refer to some figures first. 

I have here a showing of certain price changes since Korea. If you 
take spot market prices, 28 vital commodities, both agricultural and 
industrial, since the Korean outbreak in the middle of last year the 
general index of these commodities has gone up 40 percent. Now, 
let us remember that is not 40 percent from the 1939 price level, not 
40 percent from the 1942 price level, but 40 percent from the mid-1950 
price level, which was a very, very high price level already by any 
standards of the American economy. 

Senator Benton. How much in the last month or two? Is the 
trend still up? 

Mr. Keysertinc. No; the trend over the last month or two has 
been very different, and I want to address myself to that to get to 
the question Senator Maybank asked about inventories a little while 
back. Since the Korean outbreak, to take a specific commodity, 
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industrially produced, the price of natural rubber, has increased 134 
percent. 

’ Senator Benton. How much is that due to the cartel factor at work 
there ? 

Mr. Keysertine. I would not be prepared to appraise that. I am 
talking about the fact of price increases. Wool tops show an increase 
of 107 percent since Korea. Lard, to take a food commodity, an in- 
crease of 61 percent. Wholesale prices, all commodities, as measured 
by the weekly wholesale price index have registered an increase of 
about 1614 percent since Korea. Consumer’s prices have followed the 
same upward trend, food advancing 11.4 percent; meat, something 
over 10 percent. Clothing prices have risen over 10 percent; house 
furnishings, over 14 percent. Obviously you have had enormous— 
and “enormous” is the only word that describes it—inflationary forces 
at work since the Korean outbreak. 

Now, those inflationary forces since the Korean outbreak rather 
overextended themselves. In other words, measured by the actual! 
impact of the defense program in that period, your speculative busi- 
ness buying, your speculative consumer buying, with other factors, 
caused prices to go up more rapidly than the genuine economic situa- 
tion based upon the impact of the defense program justified. Conse- 
quently you are now beginning to get something of a correction. You 
have had excessive accumulation of inventories, you had stocking up, 
you had a wave of consumer buying which dissipated itself. Now you 
ure beginning to get a correction, but the correction simply means that 
the rate of inflation which was maintained for a month or two or three 
after Korea, or for a month'or two in the early part of this year, 
could not be maintained indefinitely. You are getting that correction. 

However, I think nothing could be more fallacious than to look at 
that correction which you are going to get over the next month or two or 
three as the long-range trend, and that is why | think the longer-range 
trend is so important. When you have an inflationary trend, when 
prices are rising, it seldom goes up in a straight line. It goes in a 
waving line, and if you confine yourself to a 2- or 3-month period and 
look at that wave you may be looking at a point when it is moving 
sideways rather than upward. 

You can look in the Economic Indicators which you have here. You 
can turn to the wholesale price chart, on page 4, and see in that chart 
what looks like a leveling off of the price rise. Look at the heavy 
black line, the all-commodities line. ere is something there that 
looks like a leveling off in the last 3 months, but if you look back to the 
spring of 1947, you see an even greater appearance of leveling off, 
although the trend was upward for a good long period after that. 
You see that same kind of undulation occurring through 1947 and 1948. 

The point I am making is that it would be a disastrous mistake 
to look at the waving of the line at this particular point, which occurs 
for the reasons I have given, as representing the long-range trend. 

Now, I do not think it is too hard to arrive at the conclusion, pretty 
inescapable conclusion, that your inflationary pressures are going 
to be much more serious by the end of this year than they are over 
this very short intervening period. In some ways there will be more 
serious fundamental economic pressures than you had immediately 
after Korea, though you may not have all the psychological factors 
due to the change in the international situation. 
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The first is that under the current tax program you will be running 
successively into a larger deficit. That is inflationary. 

The second is that in the very nature of the defense program which 
is rising from a level of about 30 billion dollars a year to somewhere in 
the neighborhood of two times that amount in a year or two, you have 
a geometric progression of the actual rate of expenditure and place- 
ment of defense orders, and that will be very much heavier at the 
end of the year, and that is inflationary. 

In the third place, for the reasor I have given, with the growth in 
production, you will have growth in income exceeding the growth in 
production available for civilian use, because so large a part of the take 
will be for defense purposes. And this is inflationary. 

Now, taking all these things together, and while these estimates can 
never be in any sense precise, even if they are 3 billion or 4 billion 
dollars off one way or another, they give a general picture. Taking 
the general picture, it seems not unlikely that by the first quarter of 
next year, all forms of national income flowing to business, to farmers, 
and to consumers, may be at an annual rate of 30 to 40 billion dollars 
higher than in the first quarter of 1950. 

Senator Scnorrre.. Right at that point, where you say the over-all 
basis of income, or the actual income will be up, what kind of an 
impact do you think is going to happen now in the income from the 
farming groups? The last 2 or 3 years it has been down around 16 or 
17 percent. How do you account for that statement that it is going 
to get up to that high level, taking it as the agricultural situation / 

Mr. Keysertine. Well, now, you are raising two separate questions, 
Senator. You are raising the question of the aggregates, and you are 
raising the question of the relationship between farm income and other 
income. 

Senator Scnorrret. That is right. 

Mr. Keyserttna. First let us look at the aggregates, and then look 
at the farm-income problem, and I will try to help you on both of 
those problems if I may be permitted to. 

If you will turn to page 22 of these Economic Indicators, you will 
see very clearly what has been happening. 

Now, taking first of all the first column, which shows total national 
income, in the first quarter of 1950 it was running at an annual rate 
of 217 billion dollars. In the first quarter of 1951, it was 265 billion, 
an increase of almost 50 billion. Now, manifestly that 50 billion on 
216 billion is almost one quarter, and that is an enormously greater 
increase than the increase in production. While the increase in pro- 
duction has been stimulating, it has been nothing like 25 percent. It 
is in the neighborhood of about 10 percent. That over-all aggregate 
figure shows the pounding trend toward more income in a defense 
emergency rising far above and far faster than increases in production. 

If you look through the next columns, you will see how that has 
exemplified itself in different types of income. First of all, if you 
take compensation of employees, from the first quarter of 1950 to the 
first quarter of 1951 the increase has been from 142 to 170 billion dol- 
lars, which is a little more than 25 billion dollars, or a little less than 
20 percent. 

If you take corporate profits, moving over to page 23, you will see 
comme profits before taxes rising between the first quarter of 1950, 
and the first quarter of 1951 from 29 to 50 billion dollars, an increase 
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of 21 billion dollars, or somewhere in the neighborhood of 70 percent. 
Now, if you look over on page 24 at the third column you can see that 
farm proprietors’ income, in March of 1950 was 11.4 billion dollars, at 
a seasonably adjusted annual rate, and in March of 1951 is 14.5 billion 
dollars, which is an increase of 3 billion dollars, or somewhere around 
a fourth. 

You have had various trends in farm income over the past severa! 
years. If you go back to 1948, for example, you see that farm income 
now is a great deal lower while other types of income have increased. 

Senator Scuorrre.. That is right. 

The Cuatrman. That is what I am worried about. 

Mr. Keyseruina. I think you are entitled to be worried about that. 

The Cuatrman. As the Senator well knows, you cannot have the 
farm income keep going down and have lower prices. 

Senator ScHorerret. Faced with roll-backs and ceilings. 

The CuatrmMan. The farmer would rather have a Sie crop and 
get a reasonable price for it, than to have a short crop and charge a 
terrible price for it. 

Senator Benton. The figures show farm income went from 4.5 bil- 
lion dollars in 1939 to 17.7 billion in only 4 years. It must have multi- 
plied many times. You start with 4.5 billion and you go to 17.7 
billion. Why should 17.7 be taken as the standard on farm income?! 

Mr. Keyseriinc. Well, Senator, I see that some of you city folks 
and some of us country folks are going to bog down on this. 

The CuarrMan. 1939 was disastrous. 

Mr. Keysertinc. No one could seriously maintain—and I am only 
expressing one viewpoint which may be wrong—that in 1939 the 
farmers of the United States, measured by standards of living, were 
receiving an adequate share of the national income. I think that the 


policy since then has been devoted to redressing some of that im- 
valance. There is one ee thing you bring out, Senator, and 


that is that the selection of a base period is a very tricky and illusory 
thing. If you select 1950 as the base you get one result, and if you 
select 1946 you get another. Therefore, I don’t think that compari- 
sons of farm income and business income and wages, based upon these 
base periods, mean very much. I will try to develop two central points 
here, which I think are significant, and develop others, if you want 
them developed. 

The Cnarrman. While you are on that subject, if you turn to page 
28 of the Economic Indicators you will see that the monthly average 
income of the farmers was 2,567 million dollars in 1948 and went down 
to 2,359 million in 1949. In 1950 it went down to 2,349 million. It 
went down in 1948, 1949, and 1950. 

Mr. Keysertinc. May I, Senator, with your kind permission try 
to develop this theme of why we are faced with an intense inflationary 
danger ? 

The Cuatrman. That is what the committee is interested in. The 
committee wants to stop inflation. You cannot say if the farmer gets 
too much for his goods—— 

Mr. Keyseriine. The farmer has taken an awful pounding for a 
long time, based upon other people’s errors. 

The Cuatrman. There is a 1950 average showing farm income way 
down. 

Mr. Keyseruine. I feel strongly on this farm thing, and I will try 
to get back to it. 
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The main point I was making, before we get to the heartily con- 
tested issue of the farmer 

The Carman. Seriously, what we really want to find out is how 
we can possibly help to get production up and even off farm prices. 

Mr. Keysertinc. I am in complete agreement with you on that, 
Senator. Even before you get to an analysis of where the income is 
going, and of who is getting relatively too much or relatively too little, 
the stark fact remains that from the first quarter of 1950 to the first 
quarter of 1951, total national income rose from 216 to 265 billion dol- 
lars, which is an increase of about 50 billion dollars, or about 25 percent 
and the increase in total production was about 10 percent, and the 
point I am making is that when you have an increase in received in- 
come of 25 percent, and production of only 10 percent, you have enor- 
mous inflationary forces at work. With such forces at work, it would 
be a great error to look at the mere fact that over a month or two a 
line is wavering as being a sign that you are going to have an abate- 
ment of those inflationary forces when all the real factors are conspir- 
ing to make them more intense in the future than in the past. 

Senator Bricker. Have you considered the amount of gross income 
taken in taxes in balancing those figures, and showing really the 
net amount that was left ? 

Mr. Keysertine. Yes; I have the figures. 

Senator Bricker. The net is what is inflationary. Taxes are really 
taking the top off of it, they are deflationary. 

Mr. Keysertinc. That is true, but even after allowing for changes 
in taxes, manifestly the 50 billion dollar increase in receivable income 
was not absorbed in major measure by tax increases. 

Senator Brown. This is the annual rate of 217 billion dollars in 
contrast to an annual rate of 265 billion ¢ 

Mr. Keysertine. Oh, yes; they are both annual rates. 

Now, I have already mentioned the factors which make it seem 
incontestable, despite any wavering over the next 2 or 3 months, that 
you are going toward an intensification of these inflationary pressures. 
In the first place, if the defense program is successful at all, and I 
think it will be, and if the industrial mobilization program goes for- 
ward as you want it to, you are going to have additions to the labor 
force at the rate of a million a year, more or less. You are going to 
have them working longer hours. The length of the workweek in the 
basic industries has already gone up about an hour since early last 
year. Personally I would like to see it go up further through volun- 
tary methods, and not through compulsion. 

With more people working: 

Senator Benron. You say an hour? 

Mr. Kerysertine. Yes; I have the exact figures shown in the Eco- 
nomic Indicators on page 9. Now, even if you should not have any 
increases in wage rates, you would still have enormous increases in 
the total wages received because of more people working and working 
longer hours and getting time and a half for overtime. 

Second, on the business side, it is perfectly clear, statements to the 
contrary notwithstanding, that the course of business income is up- 
ward. You cannot look at the figures on profits without seeing that I 
am not saying this critically, because I think profits have a very im- 
portant part in our business structure. If you look at the figures on 
page 23 you will see corporate profits have risen from 34 billion dollars 
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in 1948, which was considered an extremely good year, to an annual 
rate of 50 billion in the first quarter of 1951. They have risen from 
a rate of 29 billion in the first quarter of 1950 to 50 billion in the first 
quarter of 1951. 

If you look at the picture after taxes, and allowing for tax in- 
creases, it shows in the first quarter of 1951 a lower return than in 
the latter quarters of 1950, but a level of return after taxes a great 
deal higher than 1948 when it was $21 billion, and $8 billion higher 
in the first quarter of 1950, which is a 50-percent increase, 

Now, when you look at other forms of income, for the most part, 
except for this deviating farm trend, you see the same thing. 

The important thing, however, is what is going to happen. 
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On these two charts, No. 6 and No. 7, we have tried to estimate 
what the general trends of income will be, assuming an effective 
stabilization program, including revising tax rates as requested by 
the President. 

Now, naturally, estimates of this kind are not exact. I would not 
be a bit surprised if every one of these estimated figures is 3 billion 
or 4 billion dollars off, one way or the other. But I do not think that 
makes much difference, because you are just trying to get a general 
impression of the magnitude of the problem, and you have to work 
with appraisals of the situation when you are talking about policy. 

Now, look at chart 6. The estimates of national income assume 
that industrial prices will be held at approximately current levels. 
That has in turn an effect upon farm parity, even without getting 
into discussion of the farm-parity formula. That also has a pro- 
found effect upon wages. If industrial prices can be held, and profit 
margins are to a degree squeezed, you have a more manageable wage- 
stabilization program. 

Assuming an effective stabilization program, what you see is that 
from the first quarter of this year, which is now, until the first quarter 
of next year, the general estimate is—and I think I mentioned this 
is a round figure a few minutes ago—that the total of received national 
incomes—wages and salaries, corporate profits, farming, and other 
income which is noncorporate business, rents, and so forth—a prospec- 
tive swelling of national income from the first quarter of this year to 
the first quarter of next year of somewhere in the range of an annual 
rate of 30 billion to 40 billion dollars. That assumes an effective sta- 
bilization program. The rise in income is mainly, though not entirely, 
associated with the rise in employment, working hours, and business 


sales. Some increase in wage rates is allowed for as provided by the 
wage formula. Likewise some further increase in farm income not en- 
tirely associated with oe farm output has been taken into account. 


The Cuamman. Where do you include forest products, lumber, and 
things of that nature—within the farm totals ? 

Mr. Keyseriine. Yes; these items are in the farm total. 

The Cuarrman. I was just wondering. 

Mr. Keysertrne. Income from these sources is included in farm 
i and, therefore, is in both national-income and personal-income 
totals. 

The Cuarrman, That is very important, because those things have 
gone up materially, while other farm production, such as fruits, vege- 
tables, and things of that kind, have not. 

Mr. Keyseritne. Look at the chart on national income, page 22 of 
the Economic Indicators, and the chart on personal income, page 24. 
Both of these include farm proprietors’ income. These estimates of 
farm income are made by the Department of Commerce; they include 
income from the sales of lumber and other forest products. The 
estimates by the Department of Agriculture of farmers’ cash income, 
page 28, also include income from these sources. The Department 
of Agriculture’s figures on farm income are not adjusted for esti- 
mated changes in the value of inventories. Thus, they differ from 
the Department of Commerce’s figures on farm proprietors’ income, 
which are adjusted for inventory changes. 

Now, in this last chart, No. 7, there is shown the so-called inflation- 
ary gap. That is the margin of discrepancy between received income 
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and available consumer supplies—in other words, the gap that is 
going to have to be closed in one way or another if you do not want 
to sanction and ratify increasing and roaring inflation. 

This first bar in chart 7 is total personal income for the first 
quarter of this year. Consumer expenditures for this quarter were 
running at an annual rate of about 206 billion dollars, as shown in 
the bottom section of the bar. The top section represents existing 
taxes. The middle section represents personal net savings, which is, 
obviously, total personal income, less taxes, less expenditures. 
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Now you come over to the first quarter of 1952, the second bar in 
chart 7. In broad outline, here is what you see: Total personal income 
will go up to around 265 billion to 270 billion dollars, for the various 
reasons I have given. You see your supply coming up somewhere in 
the neighborhood of an annual rate of 210-215 billion dollars. These 
estimates are based on an analysis of all factors, the size of the defense 
program, the size of the industrial mobilization build-up, etc.. The 
differential between the personal income that will be flowing to peo- 
ple—the amount which they will have available to spend—and what 
would have to be done to bring this spending somewhat down near the 
line on the chart that represents the available supplies is the change in 
saving. 

This top section assumes—whether contrary to fact or not is beside 
the point—prompt enactment of a 10-billion-dollar tax increase , 
gram. In other words, if that program were enacted, you would get 
by the first part of next year an amount equivalent to the size of the 
top section, which represents the tax take from personal incomes, as 
against an amount equivalent to the top section of the first bar, repre- 
senting the tax take in the first quarter of this year. Even if you got 
that, you would have to multiply the rate of saving by about two in 
order to bring this consumer demand down to the level of supplies. In 
other words, with the rise in personal income, even if you get the in- 
creased tax program, you would still have to raise the level of personal 
saving from around 10 or 11 billion dollars, at an annual rate, to about 
20-25 billion dollars, at an annual rate, to bring consumer demand 
down to the level of supply. 

Senator Moopy. You say two times. That would be roughly 
double? 

Mr. Kerysertine. That is right, probably a little more than double. 

Now, that shows the enormous magnitude of this problem on the 
basis of, I again repeat, conservitative estimates. 

These estimates assume an effective stabilization program for prices 
and wages. If you do not have an effective stabilization program, or in 
other words, if your prices and wages are moving upward, the length 
of this line goes far above where it is now drawn. “Without an effective 
stabilization program, it probably would be impossible to get a suffi- 
ciently large tax program and large enough personal savings to bring 
your spending into line with your ‘supply. 

Now, in the second place, you need this enormous savings program, 
but how in the world are you going to get people to save more if prices 
and the cost of living are rising? The idea of doubling saving by the 
first quarter of next year is utterly fantastic and unrealistic unless you 
stop the price inflation. I think also there is running through the 
minds of some Members of Congress the thought that they are not 
zoing to be too hurried about imposing additional tax burdens on the 
average family while the cost of living is going up. 

Of course, I think I ought to point out, to be perfectly frank with 
you, that it sounds inconsistent to have said some months ago, as most 
Members of Congress and nongovernmental economists and others were 
saying, that it would be literally impossible over a long period of time 
to stabilize prices and wages unless you raise taxes; and to say now, 
because the price-and-wage program has not resulted in full stability 
without raising taxes, that this is no time to raise taxes. That seems 
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to me to be circular reasoning, and, therefore, I would like to suggest 
you consider, although it is not expressly in the scope of this commit- 
tee, that the underpinning for the effective control of inflation will 
be unsound without a realistic tax program, even after making such 
economies as the Congress can make in the expenditures of the Govern- 
ment. I recognize that even with those reductions the increased size of 
the defense program is going to increase the total budget by many 
billions of dollars, and that unless taxes are raised promptly—at least 
to the amount needed to put the defense program on a pay-as-you-go 
basis—it is not going to be feasible to achieve price-wage stabilization. 
Even if you achieved it you would still have these enormous inflation- 
ary pressures unless there were more taxes. 

Senator Moopy. Would you give us those figures at the top—your 
estimate of how much your income will be? 

Mr. Knyseruine. The figure for revenues from personal taxes is 
approximately 2514 billion dollars, at an annual rate, in the first quar- 
ter of 1951. 

Total personal income is in the range of an annual rate of 265 to 
270 billion dollars in the first quarter of 1952. Currently it is running 
at a rate of about 240 billion dollars. 

Senator Dimxksen. Now, then, taxes are the first weapon that you 
suggest in this entire inflationary program ? 

Mr. Keysertine. Yes. 

Senator Dirksen. I see in your statement, on page 9, “The basic 
pressures are inflationary and they will augment before many months 
have passed.” 

In other words, these pressures are on and they are increasing and 
they will increase in intensity ? 

Mr. '‘Keyseruine. Yes. 

Senator Dirksen. Now, then, at the bottom of the page, you say, 
“T am not ot more inflation and much higher prices; I am 
merely predicting more inflationary pressures,” but there is not likely 
to be a tax bill for the next 6 months, certainly, so that what you are 
saying in effect, without saying it, is that there will be more inflation. 

Mr. Keyserirnea. I am saying that if the program which would 
seem on analysis to be necessary to hold these pressures is not enacted 
the pressures will translate themselves into actual inflation. 

Senator Dirksen. Which is another way of saying that there will be 
inflation ? 

Mr. Keysertine. No, Senator Dirksen, because I have no compe- 
tence in the field of appraisal as to what Congress will do and when. 

Senator Benton. But Senator Dirksen, who has confidence, has just 
told you there will be no tax bill for 6 months. 

Mr. Kerysertinc. The Senator and I are equally competent to add 
2 and 2 and get 4. If the necessary tax program is not enacted, there 
will be greater inflationary pressures. 

Senator Dirksen (reading) : 

I want to stress most emphatically that I am not predicting more inflation and 
much higher prices; I am merely predicting more inflationary pressures. 

You say there will be more pressure ? 

Mr. Keryserirne. Yes. 

Senator Dirksen. Now, in the absence of the so-called stabilization 
program, that pressure translates itself into inflation, meaning higher 
prices. 
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Mr. Keyser.ine. That is correct. 

Senator Dirksen. Now, with a tax bill not even out of the Ways 
and Means Committee in the House of Representatives, which must be 
translated into action on the House floor, go to the Senate Committee 
on Finance, come out on the Senate floor, go through conference and 
finally be decided by the President. You have been in Washington a 
long, long time, and you know the course of legislative procedure as 
well as any member of this committee; so, you can judge for yourself 
when a tax bill will go on the books. 

In that interim period, the question then is what do we get? 

Mr. Kryseriinc. Well, Senator, I think you have answered the 
question better than I could. I have maintained throughout that if 
the tax program does not keep pace with the need, it cannot serve its 
full purpose. It cannot serve its purposes merely by being talked 
about. 

My statement may be disconcerting, but I do not think it is either 
inconsistent or strange. I am simply saying that we are going to have 
increased inflationary pressures, that 1 believe an effective program 
ers them, but if that effective program is laggard, they will not be 
held. 

Senator Dirksen. Mr. Keyserling, I think the great need at the 
moment is for some clarification of the confusion that exists not only 
in Washington but in the minds of the people everywhere. There 
are nearly 250 letters in my mail every morning with reference to 
high prices. People say there is a control program on the books 
Why have these prices gone up? Certainly I cannot speak for Mr. 
DiSalle, but he will say, for instance, there are measures, but you 
can still look forward to high prices for some months to come. 

Why can a clear-cut statement not be made to the American people 
as ie erent what they may expect in terms that they can under- 
stan 

Mr. Keyseriine. Well, I am trying, along with your assistance, 
Senator Dirksen to contribute toward that end. 

Senator Dirksen. But I am not the administration talking, and I 
am not in authority. 

Mr. Keysertine. Well, I am not posing as authority, either. 

Senator Dirksen. But you are at the right hand of the President, 
and that makes all the difference in the world. 

Mr. Keryseruine. Senator, I think you have made the point very 
clear that, if taxes lag, inflation will mount. 

Senator Dirksen. Is it fair to let that go out as it stands? 

Mr. Keyseriina. As your statement? 

Senator Dirksen. Yes. 

Mr. Keysertine. I have no reviewing power with respect to your 
statements. 

Senator Dirksen. That is true, but we are searching for the truth 
as best we can so there will be a clear impact of truth upon the think- 
ing of the country so they know what to anticipate. I think we have 
got to do it. 

Mr. Keyserrine. If you are eliciting a statement from me, Senator 
Dirksen, I would stand on the statement that over a period of many 
months, to say the least, prompt and vigorous action has been urged 
on the tax front. I think that if it has not been taken, and if it is 
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not taken, the Nation will pay the penalty. That is as clear and simple 
as I can make it. 

Senator Dirksen. In the absence of a tax program, do you antici- 
pate higher prices steadily in the months ahead as the defense pro- 
gram has a greater impact ? 

Mr. Keysertine. I do not expect steadily higher prices, because 
as I have said there may be reasons over a month or two or three for 
a wavering in the trend. I think it is pretentious to say one knows 
just what will happen in each month, and_I do not pretend to know. 
You could ceaiaiie have in the next few months some light drop in 
prices, or a level line of prices, or some increases in prices. But I 
will stand on the proposition that, with the Government deficit grow- 
ing as it will grow without sufficient tax increases now, with the de- 
fense program expanding as it must if the job is to be done, with per- 
sonal incomes rising as they will, and with people receiving incomes 
which in the long run they will try to spend although they may vary 
from week to week and from month to month—with all these things 
happening, if the main weapon in the anti-inflationary program— 
namely, higher taxes—is not brought to bear, we will bent have 
very strong uncontained inflationary pressures, and strong uncon- 
tained inflationary pressures mean higher prices. 

Senator Benton. How do you double the savings, even assuming 
you get the tax bill? 

Mr. Keysertina. The savings figure is not set. forth as a predic- 
tion; it is set forth as a measurement of how much saving there would 
have to be to close the inflationary gap, even with the increased taxes. 

Senator Moopy. Is it not true that you have the same effect, in- 
flationwise, if you increase savings that much more than increase 
taxes? If you keep it out of the buying stream, if you increase sav- 
ings three times, that will have the same effect ? 

Mr. Keyseriinc. In its immediate impact; yes. In the long-range 
impact, when you start releasing savings again, that might be a dif- 
ferent story. But in the short run; yes, it would have the same effect. 

Let me make this point to answer the question on the tax issue. I 
am saying as an individual that I think we need more taxes in this 
situation, and need them now. 

Senator Benron. And fast? 

Mr. Keyserurnc. That is about as clear as I can make it. If there 
is something else I can add, I would be glad to. 

Senator Dirksen. You assumed three things could happen if other 
things happened. 

Mr. Keyseruinc. That is not what I said. I said that in the very 
short run, over the next month or two or three, nobody can predict 
what is going to happen each month, but that in the long run it seems 
very clear on analysis that the inflationary pressures will be upward, 
and that prices will rise unless there is an anti-inflationary program of 
sufficient strength. 

Senator Dirksen. So instead of a straight line, it will be wavy, un- 
dulating inflation ? 

Mr. Keysertine. Oh, I think most of the time a line moves in a wav- 
ing fashion. I think that is generally true. 

Senator Benton. Were you finished on the middle bar of chart 7? 

Mr. Kerysertinc. What I want to say about the middle bar, which 
represents personal net saving, is this: The assumption of a tax 
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program of this weight, since I realize as a practical person that it 
is a bigger assumption than in effect is being achieved, simply high 
lights how serious the problem is. 

Senator Scuorrren. Before you leave the tax picture, Mr. Keyser- 
ling, and that chart you have on taxes, is it fair to assume that we 
cannot reach that increase in savings without some enforced saving 
program, or inducement by way of higher interest rates ¢ 

Mr. Keysrriine. Let me try to answer that. This figure on saving 
is not a prediction of how much saving there will be. It is merely a 
statement to show the magnitude of the problem by indicating i 
much saving there would have to be to close the inflationary gap even 
if you had this amount of taxes. 

Now, if you ask me whether I think there will be this much saving, 
I think not. 

The problem of getting high saving brings me to the question of 
price and wage controls. 

It seems to me, whatever might be the long-run situation, thinking 
in terms of years, that a well-managed, well-operated price and wage- 
control program is one of the necessary elements in stabilization at 
this time. However far short you might fall of getting this amount 
of saving under an effective stabilization program, , cles arly you are not 
going to get it if the cost of living keeps moving upw ard. In other 
words, from the point of view of achieving your savings program and 
from the point of view, I think, of achieving a reasonable tax program, 
your price and wage- -control program is an immediate stabilizing de- 
vice for a time and is a very essential part of the whole effort. In 
other words, you cannot. rely exclusively on taxes. You cannot rely 
exclusively on credit, or on savings. You cannot rely exclusively on 
price and wage controls. I think in the current situation you need 
them in combination. 

The CHarrman. Before going any further, let me make a short 
statement: 

We have been here all day and, unfortunately, I have people from 
out of town who wish to see me, and I am going to ask to be excused. 

I hate to leave, because I am deeply interested in what you have 
to say, but I will read the record. 

As you all know, we are not going to meet tomorrow, because Mr. 
Dawson is coming down on RFC. We will have a very important 
meeting on Friday, when we will have Mr. Martin, C hairman of the 
Federal Reserve Board. That will be Friday morning at 10: 30. 

Senator Dirksen. Mr. Keyserling, may I make one suggestion In 
this so-called program of essential elements in anti- inflationar y pro- 
grams, you are getting down now to wage and price controls. You 
have more or less disposed of taxes, but your No. 1 there was cutting 
out nonessential expenditures. I wonder if you wouldn’t touch upon 
that for a moment ¢ 

Mr. Keryseruine. I would be glad to do that. Could I just finish 
off this chart 7 and put it aside, sir? 

Senator Dirksen. I thought for interest of continuity in your 
statement 

Senator Benton. I wish you would finish the question first on this 
middle bar, personal net saving. 
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Mr. Keysertine. The question on the middle bar is this: I was 
making the point that you had to add a heavy and larger level of tax- 
ation, and a heavy and larger level of saving to close this horrifying 
inflationary gap. 

I don’t see how you can expect anything like this level of saving 
unless you make some demonstration that you are holding the line on 
prices, 

Now, you have a question of which comes first, the chicken or the 
egg. Theoretically, if you have savings and taxes, you wouldn’t have 
the pressure on prices. But when you look at it realistically in terms 
of dynamics of the American economy, you cannot expect people to 
start saving at a greatly increased rate when every day they see prices 
going up and think they are going up further. Therefore, as I look 
at it, whatever might be said about price and wage controls, and 
certainly I agree with Senator Bricker or any other Senator at this 
table that they have no place in normal peacetime, I think frankly 
that they have a place in this particular problem at this particular 
juncture, because while they are not entirely effective, they do put 
important brakes upon the upward rise of prices and the cost of 
living. 

You need your savings and tax program, and therefore I say in 
answer to the question raised by Senator Schoeppel and Senator 
Benton that the first step toward getting an effective savings program 
is to get an effective price stabilization program at least for a while, 
because otherwise it is just pious nonsense to ask people to save more. 

Second, the volume of saving depends on the vigor and enthusiasm 
and administrative skill with which public officials must push the sav- 
ings program throughout the country. 

A third method of inducing saving is in connection with wages. 
The Council has said in our various published reports that some further 
ingenuity has to be shown, not just a simple following of what we did 
in World War IT, which in part is relevant but in part irrelevant. We 
have a new kind of situation now in trying to channel more of wages 
into savings. 

Let me illustrate that. It gets a little into the wage problem. 

If you look at it simply oes viewpoint of controlling inflation, 
since you are not going to have an increase in civilian supplies over 
the next year, two, or three, and since you are going to have increases 
in total wages through more employment, and through longer hours, 
and so forth, it would seem, on pure economic analysis, that you 
shouldn’t have any increases in wage rates over the next two or three 
years. That would be the sheer economics of it. 

However, if you realize that there is more than economics to it—or 
to put it another way, if you realize that incentives on one hand and 
equity on the other hand are also a part of the economic system, how 
are you going to be able to get labor to strain for increased produc- 
tivity over the next two or three years if you say to them that they 
are not to get that reward for doing a better job (which we have come 
to accept in our system) in the form of increased rates of pay ? 

Therefore, you have the problem of trying to reconcile the mainte- 
nance of the incentive function and the production function in the 
wage structure with the problem of preventing inflation. 

One of the best answers to that is savings, savings which could best 
be made at the point of payment. In other words, if you could pay 
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wage increases, reflecting increased productivity and as incentives, 
in the form of a saving or a dividend payment rather than in the form 
of something going immediately into the spending stream, you would 
partly serve both of your objectives, the objectives of incentive and 
equity, and of fighting inflation. 

One part that public policy has to play in this problem is social 
security. There are certain types of social-security programs which 
are definitely anti-inflationary in this situation, because they channel 
a part of the increased productivity of the economy into deferred 
spending. In other words, you put it away instead of spending it now. 

Other things that might be tried in that connection are at the indus- 
try level as distinauiahed from the government level. I think that 
those immediately responsible for wage policy and wage stabilization, 
and we on the Council, would be very well advised to give a good deal 
more attention and a good deal more energy to this problem of trying 
to work out some reconciliation of wage stabilization with incentives 
for a long, hard pull. We should put a lot of emphasis on exploring 
how far we can go with these savings programs. I think that in the 
kind of long, hard pull that we face, a lot of attention to some of these 
key problems on an imaginative basis—— 

Senator Benton. You get a new word for the word “force” Senator 
Schoeppel used ; do the same thing, but get a better word for it. 

Mr. Keyseruine. Well, the savings are “forced” in the sense that 
there is an element of compulsion. Forced savings are used in our 
social security system. Conceivably, the Government could enact 
legislation for forced savings as distinguished from taxation. 

Senator Benton. You call them incentive savings. 

Mr. Keysertina. I would not advocate that at this time. 

Senator Bricker. Talking about incentive in production, I think 
that is a very real thing and should be supported to the limit. Isn’t 
the same factor important in your savings program, that incentive 
coming from two sources: One of them is the return upon savings, 
investment opportunities in Government securities. That would be 
dependent upon two things, upon the return that is given, and upon 
a general feeling or understanding that there isn’t going to be further 
adulteration of the dollar. That they are not going to get out of those 
savings less money than they put into them. 

The incentive to that is they are going to get some return on the 
money they put into business. 

Mr. Keyseruine. I think you are absolutely right about that, Sena- 
tor, and that is why I think we must have a rounded anti-inflationary 
program. In other words, if you say that the anti-inflationary pro- 
gram should consist entirely of encouraging savings, you get this 
queen of why should we save if the dollar is going to be worth 
ess. 

If you want to keep the dollar from being worth less, then you must 
take other measures, including taxation, to keep your demand in line 
with your supply. If your demand goes too much above your supply, 
the value of the dollar is going to deteriorate. 

Senator Bricker. Beant are not going to put their money into in- 
surance today if they don’t think they are going to get back a reason- 
able portion of that dollar when it comes to the ultimate payment. 

Mr. Keryseriine. Let me go back to a question, Senator, which you 
raised earlier : 
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You asked how much control we could stand without going totali- 
tarian. I am just as concerned about that as you are, and I know 
everybody around this table is. 

However, I do not think that you have more danger of totalitarian- 
ism by adopting a rounded program, for this reason: If you adopt and 
affirm a rounded anti- inflationary program, which includes taxation, 
and credit controls, and savings, and price and sage controls for this 
particular kind of situation 

Senator Benton. You mean forced savimgs, or incentive savings, or 
compulsory savings ? 

Mr. Kryseruine. I want to make it clear I am not, at this time, 
advocating forced private savings. 

Senator ScHorrret. Neither am I. 

Senator Benton. What is the significance? You mean the social- 
security type of savings? 

Mr. Keyseriine. Social security is a forced saving. It is a saving 
required by law, an action of the Congress. But T am not, at this 
stage, advocating forced private savings as distinguished from social 
security. I think there s should be voluntary private savings. At the 
pe time, rather than a forced savings program, I would prefer 
ligher taxes. 

Senator Benton, I thought the significance of your suggestion that 
increases of salary coming through 3 incentives and increased produc- 
tion be paid in the form of deferred payments 

Mr. Keyseruine. I wouldn’t want such deferred payments to be 
forced in the sense of being required by law. I would want them to 
come through voluntary action and agreement of industry and labor. 

Senator Benton. You would do that only in full agreement with 
the recipient ? 

Mr. Keyseriinc. Yes, for the time being. 

Senator Moopy. Something like a deduction for war bonds? 

Mr. Keysertine. Something of that kind, or in the form of volun- 
tary fringe benefits which do not enter into the spending stream 
immediately. 

Senator Benton. A larger take through the medium of social secu- 
rity, or a kindred plan which would be forced on and accommodated 
at the Federal level you would favor ? 

Mr. Keyserurna. I would favor those kinds of social security which 
are anti-inflationary, because they withdraw rather than add money 
to the spending stream. 

Now, I would not see any harm in a wage-stabilization agency inter- 
jecting the form of payment of a wage increase as one of the criteria 
for approving a wage increase as an incentive payment. In other 
words, I would not see anything wrong in refusing to approve wage 
increases that would enter into ‘the immediate spending stream, but 
allowing increases in the form of deferred payments for use when the 
defense burden shrinks. 

Senator Dirksen. Two problems arise. First, you have the same 
impact upon the goods which are produced, whether direct or indirect. 

Mr. Krysertinc. You are absolutely right about that, Senator. In 
either event the amount of wage increase would have to be subject. to 
the criteria that it didn’t break through the price ceiling from the 
cost side. 
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Senator Dirxsen. Here is extra compensation in a nonnegotiable 
form, so to speak, at a time like this, which won’t be regarded as 
piercing a wage scale. How are you going to sell that to the farmers 
of the country when you put them under control, and then freeze your 
parity concept so when it is stabilized at the beginning of the market- 
ing season it goes all the way through? 

How are you going to sell that to them ? 

Mr. Keyseruinea. I don’t think the proposal with respect to the 
slowing down of the pace of application of the parity concept (which, 
as I understand it, is all the proposal is) could fairly be regarded as 
tougher control upon the farmer than the wage-stabilization pro- 
gram which has already been imposed upon the wage earner. 

Senator Dirxsen. He reads on the front page that there hasn’t 
been a wage increase in direct form; there has been a job reclassifica- 
tion, or there has been a bonus, or some other kind of compensation, 
whether it is direct or indirect. 

He will understand that. He will understand what the implications 
are. 

Mr. Keyseriine. I want you to understand me, Senator. Iam not 
firmly advocating this particular device. I simply am saying that 
some way must be found to reconcile the problem of incentives with 
the problem of adding to the inflationary purchasing power stream at 
the present moment. Every device is subject to limitations and imper- 
fections. It would be very simple if you could find one device which 
is right on all scores and wrong on none. I think any device you take 
will be right on some scores and wrong on others, and you have to 
balance out whether it would be desirable. 

For example, you could do the whole job through taxation if you 
taxed heavily enough, but if you tried to do the whole job through 
taxation, your taxes would be so heavy that you would probably com- 
pletely paralyze incentive. Then you would have to make some 
compromises. 

Let me get back to the question that Senator Bricker raised a little 
while ago. I think that the reason that you need a rounded program 
is closely tied in with the problem of not moving toward excessive 
controls. Your controls are likely to become more excessive and more 
arbitrary and more extreme if you have only a few to rely on in this 
kind of situation. In other words, if you have a wide range of con- 
trols available, you can use each in moderation to do part of the job. 
If you try to rely exclusively on one or two controls, you have to use 
them too heavily. 

For example, it would be possible from the economic point of view 
to have no approach to this problem except taxation. Theoretically, 
you can impose enough taxes on everybody in the country to cut down 
to the amount of income you want, to put anybody out of business 
that you want, to put anybody in business that you want. In other 
words, you could use taxes, and nothing else, to do this whole job, 
theoretically ; but if you tried to do the whole job through taxes, the 
taxes would be so heavy that they would paralyze incentive; the tax 
system would be so complex that it wouldn’t be workable; and it would 
be so refined in its treatment of different individuals that it wouldn’t 
be supported. 

You could try to do the whole job through allocations, and nothing 
else. Theoretically, you could say that if we have the complete power 





304 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


to allocate goods, so as to give this man so many goods and that one 
so many goods, we don’t need anything else. However, if you relied 
solely on that, you would have a monstrous tyranny with respect to 
the allocation of goods, because the Government would have to make 
every decision as to just where every particle of goods went. Such a 
program would break down. 

In other words, the mildness and reasonableness of the controls 
depends upon having a well-rounded program: By having a well- 
rounded program, which includes taxation and credit controls, and 
allocations, and price and wage.controls for this kind of situation, 
you can use them with much more moderation than if you put too 
heavy a strain on any one of them. I think that this is one of the 
strong arguments for having a rounded controls program in this 
particular kind of situation. 

We have heard a lot of talk recently about using credit controls 
and nothing else to handle this whole situation. Some people have 
said that if you increase the interest rate enough, and cut down on 
bank lending enough, you could solve the whole problem. Well, you 
could, but if you tried to do it through that device alone, you would 
have to raise the interest rate so much; you would have to cut down 
on credit so much; and you would have to remove the whole problem 
of managing the national debt so far from reality, that in trying to 
manage through that one device alone you would create a thousand 
problems bigger than the particular one you were trying to solve. 

Senator Benton. I wonder if we have any more questions, or 
whether we should recess today for the roll call? 

Senator Dirksen. I have one question, and then I wanted to get 
back to that matter of expenditures. 

While we are discussing general savings and wages, and so 
forth 

Senator Benron. Senator Moody says he understands there is not 
going to be a vote this afternoon, incidentally. 

Senator Moopy. I simply said they were talking about MacArthur 
there. I don’t know. 

Senator Brnron. I understood they were going to vote this after- 
noon on appropriations. 

Senator Frear. One page 10 of your prepared statement it says 
first of all after cutting out nonessential expenditures there must be 
enough taxes to balance the budget to put the defense effort on a pay- 
as-you-go basis. 

Are you in a position to tell if we have cut out any nonessentia! 
expenditures / 

Mr. Keyseruine. I think, first, that some nonessential expenditures 
have been cut out. I think, second, that a process has started over 
on the House side of cutting out some very essential expenditures 
from the viewpoint of the national defense effort. 

Senator Frear. I am talking about nonessential ones. Is there a 
difference of opinion as to what is essential and nonessential between 
the House and the rest of them ? 

Mr. Keyseruine. I am not an expert on the House. I will say this: 
That as I understand it, the budget for the ensuing fiscal year, which 
is under consideration by the Congress, contains a level of expendi- 
tures for other than security purposes which is somewhat lower, I 
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believe, than the current year’s figure. I think that represents an 
earnest and sincere effort to cut down on nondefense expenditures. 

Now, when you get into the details, let me say sincerely that when 
you get into the refined question of what is essential and what is non- 
essential—and this is always a matter of degree and a matter of 
judgment—that I have a er strong feeling, without attempting to 
pass the buck, that this is substantially in the area of congressional 
policy. 

In other words, I cannot, as an economist, have any refined judgment 
as to just what we should do about education in this situation. I 
would say in a general way that if we are in a long, drawn-out struggle, 
education should come high on our list of national priorities, because 
I cannot conceive of our being stronger either militarily or otherwise 
if we don’t have as many citizens with technical training as we can get. 
That is true both for war and for peacetime. Therefore, I would make 
that comment on priority, but it seems to me that the question of just 
how far to cut or just how much to spend is a matter for congressional 
judgment. 

Senator Frear. Along the same line, how about grants to States 
by the Federal Government? Could we not dispense with grants 
to States for 12 months, or 24 months, without causing a too severe 
handicap ? 

Mr. Keysrertrne. Grants are made for a wide variety of purposes. 
It seems to me that because of the accumulation of assets in the 
hands of the States which has recently occurred, and the great strains 
being imposed upon the Federal Government, the programs of grants 
to States should be subjected by the Congress to very close examina- 
tion and scrutiny. 

Senator Frear. Iam glad to hear you say that. 

Mr. Keryserirne. I wouldn’t be prepared to say they should all 
be eliminated, or in what proportion they should be cut. I think 
that decision is a congressional function. 

Senator Benton. May I report to the committee that Mr. McKenna 
says the quorum call is preliminary to Senator Knowland’s submission 
of his amendment to increase the appropriations bill. If there is a 
vote, of course, we will be notified. 

Mr Keysertine. Now, I do think—and this is the main point I 
wanted to make—I do think the Congress should very earnestly 
consider this: that when we get into a defense strain like this, the 
real strain is on our resources. We have a limited amount of re- 
sources and many different ways to use them. I don’t think that you 
can solve that problem simply by making the assumption that, aside 
from defense outlays proper, every public outlay is wasteful and every 
private outlay is beneficial. I think you have to make a priority 
list on the basis of the interest of the Nation which goes beyond the 
primary defense program. To state it more simply, I would certainly 
say, other hinge belie equal, that if we have to cut down on outlays, 
let’s cut down on public outlays before private, because we have 
a general preference for private activity ; but I wouldn’t say that every 
public outlay other than defense had a lower priority than every 
private outlay. 

In other words, take education as an example. I would think, from 
the viewpoint of the strength of the economy, and the extent to which 
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we need to marshall strength for this defense effort, that education, 
although it happens to be in our traditional way of life a public 
activity, has a alee priority than a lot of private money spent for 
luxuries and honky-tonks and swank hotels and all that kind of 
thing. I just think it has a higher priority. 

Senator Benton. I wholly agree on that, and so expressed myself 
in the Joint Committee on the Economic Report, but there are still 
many shadings as you get into the field of education, but I agree with 
you generally. * 

Mr. Keysertinc. To give a specific example, it seems to me if we 
are going to build up the industrial mobilization base which I think 
is so vital, if we are going to build up our productive capacity to 
service our military and civilian program, we have to be very vigor- 
ous and very courageous in encouraging and stimulating, where 
needed, private investment in these fields. 

Now, that doesn’t mean that you just give the green light to every 
type of random private investment which takes scarce manpower 
and materials, however unnecessary it may be. I indicated from these 
charts that the total aggregate level.of private investment needs to be 
stripped down somewhat because of this defense program, but that 
is perfectly consistent with recognizing that in certain specific areas 
it needs to be vigorously expanded. 

I would say the same thing on the public side. I-would say that 
clearly the over-all aggregate of nondefense outlays onght to be re- 
duced at a time when you are expanding your defense outlays so much, 
and I think the effort is being made by the Congress and the admin- 
istration to do that. But I think that you have to have a priority 
list on the public side as well as on the private side. You may find, 
if you are trying to build up your industrial mobilization base, that 
there are certain kinds of public programs in the field of resource de- 
velopment, getting back to the question raised about scant resources, 
and in the field of power, and related fields, where it is penny-wise 
and pound foolish, if we are going to carry this kind of defense 
burden for many years, to strip down excessively and irrationally on 
those programs which we have learned from experience are a very im- 
portant thing in our industrial development. 

Senator Benron. The St. Lawrence waterway, I happened to think, 
isan example of a long-term project of importance. 

Have you any other questions, Senator Frear ? 

Senator Frear. I have just one more; it may require a long answer, 
but I will just ask for a brief one: 

Production, you say, is one of the essentials, production of materials 
for war as contrasted with production of materials for domestic con- 
sumption. Our income is going up all the time, the income we will 
get from defense production will be added to the income we get from 
civilian consumption. It all goes into that one chanel—two incomes 
with only one outgo for it. 

I think at the opening of your statement you gave a brief analysis 
as to how you were going to get those two into one without causing 
serious inflation. 

Mr. Kerysertine. I think you describe the nature of the inflationary 
problem, and it is just that. No matter how you expand production 
you are getting income both from defense production and from ci- 
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vilian production into the hands of potential buyers, but the only 
thing they can buy is the civilian output. 

There are only two ways to close that gap. The most important way 
is through taxation, because taxation, by taking out of the economy 
as much spending as the Government is pouring into the economy, 
shortens that gap. 

In other weds if you have 50 billion of a 300 billion dollar output 
being produced for defense, and the Government is spending 50 bil- 
lion to buy that, that 50 billion generates income in the hands of peo- 
ple all over the country, roughly in the amount of 50 billion dollars 
ultimately. 

Now, if the Government taxes 50 billion dollars to compensate for 
that expenditure, then it is withdrawing roughly equivalent to what it 
is pouring into the economy, and you don’t have the gap accentuated 
by both defense production and civilian production adding to ultimate 
consumer incomes. 

That is the theory of the basic-tax program. 

Now I don’t think that can do the whole job. In addition to the 
tax program, you need credit restraint, and you need an allocation 
program to get your scarce materials where you need them most, and 
I think very strongly that for a period of time price- and wage- 
stabilization programs are an important part of the picture. 

Senator Scuorrrer. Do you think subsidies are an important part 
of the picture ? 

Mr. Kerysertina. Well, the main subsidies, I believe, if I am not 
incorrect, proposed in this particular legislation are subsidies to cover 
the higher cost of necessary imported strategic materials, where the 
foreign price is higher than the domestic price. 

Senator Scuorrren. I wish it were that way; I am afraid it is far 
more open in its scope than that. That is the reason I asked that 
question. 

Senator Benton. Have you studied the role of subsidies in holding 
prices in the last war ? 

Mr. Kerysertine. Yes. I think in World War II they performed 
a necessary function. I don’t think that is necessarily conclusive as 
to the current situation, because I don’t think we should arbitrarily 
fix ourselves to a pattern of World War II. This is a different 
situation. 

Senator Brenton. I agree. 

Mr. Keysertine. I would suspect the matter of subsidy ought to 
be given careful study and attention. I am not prepared personally 
at this time to advocate any subsidy program which goes beyond the 
particular formulation in the bill. 

Senator Brenton. I feel the same way, but I wouldn’t be prepared 
to state that the future events might not indicate the need for sub- 
sidies on a scale not yet contemplated. 

Mr. Kerysertine. Oh, I wouldn’t, either. I think that the most 
important thing is to keep an open mind on all these things, and be 
pragmatic about the problems as they arise. 

Senator Benton. Senator Bricker, do you have any questions? 

Senator Bricker. No. 

Senator Dirksen. Getting back for a moment to the question of 
expenditures, we are confronted here with the extension of an act 
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passed in 1950 with a request that it be extended to June 30, 1953, 
together with certain amendments. The hope is convenes by those 
who administer this program that by that time we should be in rea- 
sonably strong shape, and that, of course, it will require some sacrifices 
and some surrender of freedom. 

In view of that time factor, would you say that the initiation of 
the St. Lawrence waterway project at this time, which will take a 
long time to complete before it shows any useful results, would be 
justified now ? me 

Mr. Kerysertine. Senator, I again say that I genuinely don’t want 
to duck any question, but that I cannot, in the nature of my work and 
in the nature of the service that I am trying to perform, get down to 
a particular judgment on each project. I want to be concrete. I don’t 
want to be vague and general. But I think there is a vast difference 
between the job that the Congress itself gave me in enacting the 
statute under which I serve, and the job of passing upon the aatioe 
need of individual projects. 

I think we can analyze the situation, and eecngpelltl gy I hope we are 
providing—standards and criteria which have great significance for 
general policy. But when it comes to the matter of whether, consider- 
ing the wisest use of our resources, we should build a seaway here and 
au channel there and a dam here, or a housing project there, I don’t 
think that our Council is in a position to do that detailed job on the 
multitude of problems that arise. 

Senator Benvon. I have just been sent for; they are very eager to 
get. a quorum on the Senate floor. 

Senator Dirksen. I want to go in and vote, too, but I want to ask 
one more question. 

Mr. Knyseriing. Subject to that reservation, my general view would 
be that the development of the St. Lawrence project falls within the 
general criteria that I have stated, that it is immensely important to 
develop our productive resources. That particular development is 
closely tied in with the ore problem that was referred to earlier in 
connection with steel. My judgment would be that that is a project 
which we ought to try to include within our program. 

Senator Benron. May I say to the Senator from Illinois that I 
don’t know about that word “now” that you used. It seems to me the 
St. Lawrence waterway project should be kept as a high-priority proj- 
ect. Whether it should be started now as a subject on which I don’t 
have the knowledge to express a dogmatic opinion. I think it should 
be kept high up. 

Senator Dirksen. My attention is called to the fact that in the 
Economic Report to the President, January, 1951, there is this state- 
ment: “The St. Lawrence Seaway and Power Project should be started 
immediately.” 

Mr. Krysertine. Of course, as I have said in answering your ques- 
tion, while I don’t have any acute judgment on that, my view on bal- 
ance is that this project does fall within the criteria that I have stated. 
I want to say one other thing on that: that I think it would be most 
disastrous to apply as the sole test to a project whether it can be com- 
pleted within a reasonably short cok of time. I think we have a 


lot of developmental problems in this country which by definition take 
a long time to do, but that, if they are things that we need, the fact that 
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they take a long time to do may be a reason why we should get going or 
should have gotten going sooner. 

Senator Dirksen. One more question: Mr. Keyserling, we haven’t 
gotten very deep into the wage discussion, but I am very curious about 
what the effect of the escalator clause in these industrial contracts is 
going to he on the wage-stabilization program. 

There are probably 1,000,000 employees who are covered by esca- 
lator clauses so that, when the cost of living goes up, automatically 
there must be a wage increase. 

Now then, after we have certain ceilings set and suddenly the ceil- 
ing is punctured by contractual obligations, what would be the im- 
pact upon others who are seeking increases and who are reminded that 
a ceiling exists? 

Has that matter been discussed or brought to your attention ? 

Mr. Keysertine. Oh, very definitely. I don’t say that anybody 
has the right answer. I can give you my views on it; my views on it 
are that the degree of tightness which is imposed in a control program 
depends on your whole situation. In other words, you would get 
tighter in an all-out war than you do now, not because you are derelict 
now but because it is a different situation. 

In the current situation, if we are going to be faced with this burden 
for a number of years, which is the most hopeful estimate, and if we 
are going to get a system of controls which will be workable, and 
moderate, and tolerated by the people and supported by the people, 
then I do not think we have yet reached the stage where, as a matter 
of national policy, we can say to 35 million working families, “We are 
going to hold your wages even if we cannot be successful and com- 
petent in holding the cost of living.” I just do not think that would 
be a practical approach, and I think practical considerations enter into 
this whole business of what is a successful policy. 

Now, that points up the extreme importance of tight and stiff in- 
dustrial price control, because we live in a basically industrial econ- 
omy. That is the heart and core of the thing, which conditions large 
other parts of it. I think if we move as rapidly as we can on a stiff, 
tight, but fair industrial price-control policy, we will eliminate very 
important factors that enter into the wage picture. The first of the 
things that enters very much into the wage picture is the profit picture. 
Now I am for profits. They are a necessary part of our economy. 
But, whatever the economics of it may be, you cannot undertake effec- 
tive wage stabilization on the kind of profit showing which is unfold- 
ing itself now, and I do not say that critically of anybody. You just 
cannot have effective wage stabilization, and certainly not a wage- 
stabilization program which did not even allow for changes in the cost 
of living, when your level of profits is moving in the way that it is now 
moving; and I think business would recognize that. You can do part 
of the job with taxes, but I think you have to do part of the job with a 
good, stiff industrial price-control program which will not cut exces- 
sively into profits ample for incentive, reward, and expansion. If you 
have to get a particularly high rate of expansion in particular areas, 
then the Congress has provided certain specific devices, such as amor- 
tization and others, for providing larger incentives in those particular 
areas than you can afford over the economy generally. Tight price 
control is basic to wage stabilization. 
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One of the factors inciting wage increases is high profits. The 
other is the change in the cost of living; and if you stabilize prices so 
that you get reasonable success on the cost-of-living front, then, as 
I have said, I am for a wage policy which, aside from the cost-of- 
living adjustments, and the inequities, says that in general increases 
in wage rates at this time are not consistent with a sound stabiliza- 
tion program. But I do not think you can successfully, through 
mandate in this kind of situation, prevent wage adjustments related 
to the cost of living if the Government is trying but not succeeding 
in holding the cost of living. I think it is fundamentally inconsistent. 

Senator Scnorrren. If they cannot do that, they should not be 
expected in the agricultural to accept a ceiling—freezing parity. 
Those things are interrelated. If you permit flexibility in one phase 
of the economy, such as wage adjustment, to be fair and equitable, 
you would have to take another look at the freezing or putting 
ceilings or roll-backs on agricultural products, 

Mr. Kryseritinc. My extemporaneous testimony here today with 
the charts has more than covered the prepared statement I sent up 
yesterday. Therefore to insert that prepared statement would be 
redundant and wasteful. 

Senator Benton. I am sure I speak for the committee in saying 
that this has been an instructive afternoon. 

The CuHarrmMan. We will recess now until Friday at 10: 30. 


(Whereupon, at 5:20 p. m., the committee recessed until Friday, 
May 11, 1951, at 10: 30 a.m.) 
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FRIDAY, MAY 11, 1951 


Untrep Srares SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:30 a. m., in 
room 301, Senate Office Building, Senator Burnet R. Maybank (chair- 
man) presiding. 

Present: Senators Maybank, Robertson, Moody, Bricker, Schoeppel, 
and Dirksen. 

The CuairMan. The committee will come to order. 

Without objection, I will make a part of the record the chairman’s 
statement, unless the chairman desires to read the whole statement, 
or would you rather just high light it, Mr. Martin? 


STATEMENT OF WILLIAM McCHESNEY MARTIN, JR., CHAIRMAN 
OF THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE 
SYSTEM; ACCOMPANIED BY RALPH A. YOUNG, DIRECTOR OF RE- 
SEARCH AND STATISTICS; GEORGE B. VEST, GENERAL COUNSEL, 
LEGAL DIVISION; GUY E. NOYES, DIRECTOR, DIVISION OF 
SELECTIVE CREDIT REGULATIONS; AND FREDERIC SOLOMON, 
ASSISTANT GENERAL COUNSEL, LEGAL DIVISION 


Mr. Martin. I will do whichever is most satisfactory to you. 

The CuarrMan. Senator, what is your wish? 

Senator Bricker. It does not make a bit of difference. I read 
it last night. 


The Cuarrman. Suppose we make it a part of the record, and you 
may high light it for us, because I want to ask a few questions that 
may take a little while. 


(The prepared statement of Mr. Martin, follows) : 


STATEMENT OF WILLIAM McCHESNEY MARTIN, JR., CHAIRMAN OF THE BOARD 
oF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 


Mr. Chairman and members of this committee, I appreciate this opportunity 
to present to you the views of the Board of Governors of the Federal Reserve 
System with respect to the responsibilities placed upon or delegated to the Federal 
Reserve System under the Defense Production Act of 1950. The Board is 
strongly of the opinion that these provisions of the act should be continued. 

As has been repeatedly emphasized before this and other committees of the 
Congress primary reliance must be placed on fiscal, credit, and monetary measures 
in combating inflationary forces inevitably generated by the expanding defense 
effort. It is hardly necessary to emphasize that the forces creating upward 
pressures on prices are likely to continue dominant in the economy even though 
these pressures may appear temporarily to have been moderated. Nor is it 


311 





312 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


necessary to recount again the many circumstances and factors which have 
combined to produce grave inflationary dangers, or the preventive and pre- 
cautionary steps already taken to safeguard the economy. On behalf of the 
Soard I therefore shall address myself particularly to those provisions of the 
act with which we have been directly concerned. These provisions deal with 
certain supplementary rather than primary credit restrictions as well as with 
the so-called V-loan program to aid the defense effort. 

It is important to emphasize that the marked advances in prices and the 
exceptionally large increase in bank and other credit that have taken place up 
to the present time reflect mainly expansion in private expenditures. The full 
effects of expansion of defense activities are still tobe felt. While expenditures 
for defense purposes have doubled since last summer as yet they account for 
only about 10 percent of total output. Moreover, they have thus far been met 
out of growing Government revenues and no new Federal borrowing has been 
needed. However, Federal expenditures for defense and related activities are 
scheduled to rise sharply and may account for as much as 20 percent of total! 
output within a year. This is the overriding consideration for national stabiliza- 
tion policy. If inflationary trends are to be held in check, public policy will 
need to limit private spending, especially such spending as is financed by bor- 
rowing or by the use of past savings. This is a time for saving, not spending. 


ROLE OF CREDIT RESTRAINT 


Credit expansion has financed a substantial share of the increased consumer 
and business spending since June 1950. Without the restraints provided by the 
Defense Production Act the expansion in credit and upward price pressures 
undoubtedly would have been even greater. From the end of June 1950 to the 
end of March outstanding loans and holdings of corporate and municipal securi- 
ties by all banks increased by over $12 billion. This increase was almost as 
much as occurred in the 2 years 1947 and 1948 together and these were both 
years of rapid credit expansion and inflationary trends. Credit extended by 
other lenders to businesses, municipalities, and consumers also was in unprec- 
edented volume. 

Such credit was supplemented by drawing on liquid asset holdings. Between 
the end of June 1950 and the end of March of this year, redemptions of savings 
bonds exceeded cash purchases by over a billion dollars, and savings accounts 
were reduced by close to three-quarters of a billion dollars. Reflecting the de- 
mand for and use of ready cash, demand deposits of businesses and individuals 
increased by over $7 billion in the last half of 1950 and showed only a moderate 
seasonal decline in the first quarter of 1951. The turn-over or rate of use of these 
deposit balances rose sharply. 

It has become increasingly evident during recent weeks that this accelera- 
tion of inflationary tendencies has been checked, temporarily at least. The pros- 
pects for getting inflation under control are now better than at any time since 
Korea. To succeed, however, will require full and continued use of all of the 
credit measures now up for renewal in the Defense Production Act. It would 
be extremely unfortunate if any of the means we have been using to stem the 
inflationary tide should be allowed to lapse at this critical moment when they 
are achieving a considerable measure of success. 

There are tangible evidences that the availability of bank reserves has been 
reduced, that banks have become more restrictive in their lending policies, and 
that the over-all expansion of bank credit has definitely slackened despite ac- 
celeration of lending to finance defense production. Further evidences of the 
effects of the various measures of monetary and credit restraint may be seen 
in the markets for consumer credit, mortgages, and new capital issues. Con- 
sumer installment credit has ceased to grow. New commitments by insurance 
companies and savings banks to purchase mortgages have been reduced. Plans 
for issuance of some new securities have been withdrawn or postponed and others 
have had to be revised, although the total volume of new issues has continued 
very large. 

The record of the past year has clearly demonstrated that selective measures 
of credit restraint are an effective and necessary supplement to general credit 
measures and at the same time are an important line of defense for the Govern- 
ment securities market. 
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CONTINUING AUTHORITY TO REGULATE CONSUMER CREDIT 


Regulation of consumer credit, reinstated last fall under authority of the 
Defense Production Act, has played an important part and as defense spending 
continues to expand should play an even more important part in the program 
to control inflationary forces. While consumer credit regulation alone cannot 
solve the problem of inflation, nevertheless, regulation W, by establishing mini- 
mum down-payment requirements and maximum periods for repayment of con- 
sumer installment debt, has effectively limited the expansion of consumer pur- 
chasing power in the form of credit dollars and is an essential part of any con- 
tinuing comprehensively antiinflationary program. 

The terms initially established in September 1950, after extensive consulta- 
tion with trade groups, were only slightly more restrictive than the average 
terms prevailing in consumer markets in the period just preceding the regula- 
tion. In announcing them the Board indicated that further tightening might 
be in order as the magnitude of the defense program and resulting inflationary 
pressures become more evident. Some weeks later, after careful consideration 
of current and prospective developments not only in the consumer durable goods 
field but in the economy as a whole, the Board announced, effective October 16, 
a more restrictive set of terms which has remained in effect since that time. 

The regulation now provides that in buying an automobile on installment a 
buyer must pay one-third down and repay the balance of his contract in not 
more than 15 months; for other durables such as washing machines and tele- 
vision sets, the minimum down-payment requirement is 25 percent, and the 
maximum term allowed is also 15 months. More liberal terms are permitted 
for furniture and home repairs and improvements. 

The present provisions of Regulation W are more lenient in some respects than 
those in effect during most of World War II. The regulation is also substan- 
tially less restrictive than the terms of similar regulations now in force in Can- 
ada, where the regulation of consumer credit is also included in the arsenal of 
anti-inflation weapons. 

Under the present terms of Regulation W, the highly inflationary expansion 
of outstanding installment credit has been dropped. In the 6-month period, 
October 1950 through March 1951, installment credit outstanding declined by 
$364 million. This decline contrasts sharply with the increase of $2.3 billion 
in the preceding 6 months, and with the rise of $1.2 billion in the period October 
1949 to March 1950. 

Recently there has been some reduction in demand for consumer durable goods 
from the exceptionally large volume of December and January, although sales 
of most continue close to high levels reached a year ago. Conditions in these 
markets are being watched closely and frequent consultations are being held with 
representatives of the industries and trades which have been affected. Even 
though inflationary pressures may temporarily be checked, a highly volatile 
demand situation is to be expected as long as the defense program and inter- 
national developments play such a dominant role in the economy. Let me assure 
you that the Board is prepared either to tighten or to relax credit terms when- 
ever such action would be consistent with the objectives of the Defense Production 
Act. 


REGULATION OF REAL-ESTATE CREDIT 


In the field of real-estate credit, several important steps have been taken to 
check inflationary developments and conserve materials and other resources. 
Last July, prior to the passage of the Defense Production Act, the Federal Hous- 
ing Administration and the Veterans’ Administration tightened the terms under 
which they would insure or guarantee mortgage loans, both on new and on 
existing properties. Since the passage of that act, further action has been taken 
to regulate real-estate construction credit. The first step was the issuance, 
effective October 12, of Regulation X by the Board and companion regulations 
by FHA and VA covering credit extended in connection with purchases of one- 
to two-family houses. The next was amendment of these regulations as of 
January 12, 1951, to cover new multifamily units, Finally, another amendment 
to Regulation X, effective February 15, covered loans in connection with certain 
nonresidential construction. At every stage in developing the regulations valu- 
able advice and assistance has been sought and obtained from lenders, builders, 
and other private groups, as well as from public officials. 

Under the terms of Regulation X and companion FHA regulations, mortgage 
loans on houses are limited to various percentages from 90 percent for houses 
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valued at $5,000 or less to 50 percent for houses valued at over $24,250. With 
respect to loans guaranteed by the Veterans’ Administration, loan ratios 5 to 10 
percentage points higher were authorized by the Housing Administrator to pre- 
serve the relative credit preference granted to veterans. At the time of their 
announcement the terms were widely rearded as being strict and likely to lead 
to sharp curtailment in the volume of residential building. 

The effectiveness of the regulation was considerably limited at the outset hy 
the large volume of building then under way and by the large volume of financing 
commitments outstanding. Thus, while construction activity and extensions of 
mortgage credit have continued at very high levels, the restrictions imposed have 
been important in helping to reduce the number of new units being started. 
During the winter months housing starts were equal to those a year earlier but 
were down more than seasonally from the extraordinary high level of last spring 
and summer. In March and April starts appear to have been about one-fifth 
below a year ago. 

It now appears likely that under present regulations the effective demand for 
new houses will be less than in 1950, when a record total of 1,400,000 units were 
started. At the same time, with about 360,000 or 370,000 units started in the 
first 4 months of 1951, the total for the year will probably exceed the 800,000 to 
850,000 units set as a target last October when the terms were first announced. 
Prospects for a smaller volume of construction this year, together with recent 
high levels of production of most building materials, have resulted in a leveling- 
off of building-material prices since the first of the year. Even so, these prices 
average about 20 percent higher than in the spring of 1950 and shortages of some 
metal items are rather widely reported. 

To make restrictions of mortgage credit adequately effective, the authority 
over such credit needs to be extended to cover loans made on existing properties. 
Since passage of the Defense Production Act, prices of old as well as new houses 
have increased significantly, thereby raising the loan values of old properties 
and adding to the potential volume of credit based on this type of asset. Price 
increases for old properties, in turn, tend to, support increases in prices of, and 
the amount of credit extended on, new houses. Thus, restriction of credit 
extended on existing properties would help to make the restraint of new con- 
struction credit more effective, as well as to limit inflationary mortgage-credit 
expansion generally. 

The amount of mortgage credit extended on old houses during 1950 was the 
largest on record, almost $9 billion or about three-fifths of all the credit extended 
on all one- to four-family properties. In the first quarter of 1951 lending on old 
houses was maintained at a very high rate and continued to account for a large 
share of the total volume of mortgage credit extension. 

The President as well as the Council of Economic Advisors and the Joint Com- 
mittee on the Economic Report have recommended that authority be granted 
to control credit on purchases of existing houses. The Board joins in this recom- 
mendation and urges that the authority be granted in the form provided in the 
bill presently under consideration. 

Total mortgage debt outstanding on one- to four-family houses, new and old 
combined, is 244 times what it was at the end of World War II. Continuation of 
such rapid expansion of mortgage debt would not only threaten the stability of 
real-estate markets but also have a serious inflationary impact on the whole 
economy. 


VOLUNTARY CREDIT-RESTRAINT PROGRAM 


The recently inaugurated voluntary credit-restraint program, to which I re- 
ferred earlier, is designed to encourage financing institutions to conduct their 
credit operations in such a way as to contribute to meeting defense and other 
essential needs and at the same time to help limit the use of credit for other 
purposes. This program has been established as a result of the President's 
delegation to the Board of the authority contained in the Defense Production 
Act to encourage the making of voluntary agreements in the field of financing. 
It has been developed after consultation with and approval by the Attorney 
General and also after consultation with the Federal Trade Commission. 

The program is entirely voluntary on the part of participating financing in- 
stitutions and its success is wholly dependent on the cooperation of such in- 
stitutions. The Board and the Reserve banks participate in it to the extent re- 
quired under the terms of the program in order to be of assistance to the volun- 
tary committees appointed under the program. Governor Powell has been 
designated by the Board to be Chairman of the National Voluntary Credit Re- 
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straint Committee. This Committee originally consisted of four representatives 
each of banks, insurance companies, and investment banking houses chosen after 
consultation with the lending associations in these areas. More recently, two 
representatives each of mutual savings banks and savings and loan associations 
have been added to the Committee. 

The National Voluntary Credit Restraint Committee has established initially 
12 subcommittees for banks, one located in each Federal Reserve district, and 
four regional subcommittees each for insurance companies and investment bank- 
ing houses. These subcommittees are available for consultation with individual 
financing institutions to assist them in determining the application of the pro- 
gram to specific loans for which application has been made to financing institu- 
tions. Of course, the final decision with respect to making or refusing to make 
any particular loan or loans is wholly within the discretion of each financing 
institution, whether or not it has consulted with any of the subcommittees. 

Members chosen to serve on the national committee as well as on the varicus 
subcommittees have been very carefully selected to provide broad participation 
by the financial community. I will submit for the record a list of the member- 
ship of the national and regional committees. You will agree, I’m sure, that this 
is an impressive roster of financial leaders. 

‘The national Committee has issued three bulletins, the first dealing with 
means of restraining inventory financing, the second with the principles to be 
followed in financing capital-expansion programs and the third with State and 
local government financing. These bulletins, together with the statement of 
principles of the program, have been distributed to all financing institutions 
participating in the program to provide a common guide for combating inflation- 
ary loan expansion in their respective fields. Other bulletins as may be appro- 
priate and helpful will be issued from time to time. 

While there has not yet been time to build a body of statistical information 
to enable the Committee to analyze thoroughly the effects of the program, there 
are indications that the initiation of the program has had a salutary effect on 
the trend of credi. Expansion of bank credit, which was very sharp during the 
last half of 1950, has shown some signs of abating in recent weeks. 

Endorsements of the program and pledges of wholehearted cooperation have 
been received from many representative industry groups. In the circumstances, 
those connected with the program are most encouraged, and it is the Board’s 
view that the authorization for this unique cooperative effort as one means of 
restraining the further expansion of private credit should be continued. 


V-LOAN PROGRAM 


Section 301 of the Defense Production Act provides the authority for the 
current guaranteed loan program under which loans made by private financing 
institutions to defense contractors are guaranteed by defense procurement 
agencies. Essentially this program is a revival of the so-called V-loan program 
which was successful in helping to finance war production during World War II. 

Under the present program, there are eight guaranteeing agencies: The De- 
partments of the Army, Navy, Air Force, Commerce, Interior, and Agriculture, 
the General Services Administration, and the Atomic Energy Commission. The 
12 Federal Reserve banks act as fiscal agents of the United States on behalf of 
these guaranteeing agencies. The Board, after consultation with the guarantee- 
ing agencies, has prescribed regulations governing the guarantee operations of 
the Reserve banks and rates, fees, forms, and procedures to be utilized in con- 
nection with such guarantees. 

One of the special virtues of the V-loan program is the fact that the procedure 
for obtaining a guaranteed loan is relatively simple. Briefly, any defense con- 
tractor who requires financing in order to carry out his contracts first gets in 
touch with his local bank or financing institution. The financing institution, 
after working out the terms of the proposed loan, files an application for a 
guaranty with the Federal Reserve bank of its district. The Reserve bank makes 
any necessary credit investigation and submits the loan to the appropriate 
agency for approval. If the guaranteeing agency approves the application, 
it authorizes the Reserve bank as its agent to execute the guaranty agreement. 

A maximum interest rate of 5 percent and a schedule of guarantee fees have 
been established by the Board after consultation with the guaranteeing agencies. 
The higher the percentage of guarantee requested by the financing institution, 
the higher the guarantee fee which it is required to pay. This encourages 
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financing institutions to assume as much of the risk as possible and reduces the 
Government’s contingent liability. 

Up to April 30, 503 applications for guarantees totaling about $565,000,000 had 
been received ; 327 applications were approved for about $422,000,000, 105 appli- 
cations for about $123,000,000 are under consideration, 57 applications aggre- 
gating about $11,000,000 were declined, and the remaining few applications were 
withdrawn. At present, applications are being received at a rate of slightly 
more than 100 a month. 

Because of rulings of the Comptroller General, financing institutions have 
been reluctant to take assignments of Government contracts as security for de- 
fense loans. However, this situation willbe remedied. by a clarifying amend- 
ment to the Assignment of Claims Act recently approved by the Senate and 
the House of Representatives. With this impediment to lending on defense 
contracts removed, and with the anticipated acceleration in the defense pro- 
duction program, there is every reason to expect that the volume of applica- 
tions for guaranteed loans under the V-loan program will increase greatly. 

The basic purpose of the V-loan program is to utilize the private banking 
system so far as possible in financing necessary defense production. V-loan 
guarantees are especially useful to smaller contractors who may not be other- 
wise able to obtain necessary financing for defense contracts. 


CONTINUING NEED FOR RESTRAINTS ON INFLATION 


Defense production is in the early stages and demand for civilian goods re- 
mains at high levels. Present schedules call for doubling defense outlays as a 
percentage of national output within a year. In addition, private outlays for 
new plant and equipment are expected to increase substantially, adding to in- 
flationary tendencies. Although recently inflationary pressures appear to have 
moderated, the fundamental situation in this country and abroad is still strongly 
inflationary. 

Estimates of possible increases both in total output and in output of particular 
products indicate that the defense and other essential goals cannot be realized 
unless civilian production and demand for important types of goods are cur- 
tailed. Present and prospective shortages of steel, copper, and other metals 
require restraint on competing civilian uses of metals, such as automobiles, 
appliances, houses, and commercial construction. Unless both public and private 
expenditures for nondefense purposes are limited, the only alternative is a 
further advance in prices. It is of paramount importance, therefore, that the 
anti-inflation programs now in operation be continued and strengthened. 


VOLUNTARY CrEDIT ResTRAINT COMMITTEE 


Oliver S. Powell, Chairman 


Commercial banks 

George S. Moore, vice president, the National City Bank, New York, N. Y. 
Carlisle R. Davis, vice president, State-Planters Bank & Trust Co., Richmond, Ya. 
Kenton R. Cravens, vice president, Mercantile-Commerce Bank & Trust Co., St. 


Louis, Mo. . 
Everett D. Reese, president and trust officer, Park National Bank, Newark, Ohio. 


Insurance companies 

George L. Harrison, chairman, New York Life Insurance Co., New York N. Y. 

Carrol M. Shanks, president, Prudential Insurance Co. of America, Newark, N. J. 

E. B. Stevenson, Jr., executive vice president, National Life & Accident Insurance 
Co., Nashville, Tenn. 

Claude L. Benner, president, Continental American Life Insurance Cov., Wil- 
mington, Del. 


Investment bankers 

Lee M. Limbert, vice president, Blythe & Co., Inc., New York, N. Y. 
Rudolf Smutny, partner, Salomon Bros, & Hutzler, New York, N. a 
Francis Kernan, partner, White, Weld & Co., New York, N. a 6 

William K. Barclay, Jr., partner, Stein Bros. & Boyce, Philadelphia, Pa. 
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FIRST DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Walter S. Bucklin (chairman), president, the National Shawmut Bank of Boston, 
Boston, Mass. 

John B. Toulmin (vice chairman), senior vice president, the First National Bank 
of Boston, Boston, Mass. 

Roy A. Young, president, the Merchants National Bank of Boston, Boston, Mass. 

Lester BE. Shippe, executive vice president, the Hartford-Connecticut Trust Co., 
Hartford, Conn. 

Chester G. Abbott, president, First Portland National Bank, Portland, Maine. 

W. F. Farrell, president, the Providence Union National Bank & Trust Co., 
Providence, R. I. 

Carl B. Pitman, vice president, Federal Reserve Bank of Boston, Boston, Mass. 


SECOND DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


George Whitney (chairman), chairman of the board, J. P. Morgan & Co., Inc., 
New York, N. Y. 

George Champion (vice chairman), senior vice president, the Chase National 
Bank of the City of New York, New York, N. Y. 

Charles H. Diefendorf, president, Marine Trust Co., Buffalo, N. Y. 

R. BE. MeNeill, Jr., president, Central Hanover Bank & Trust Co., New York, N. Y. 

David C. Barry, senior vice president, Lincoln-Rochester Trust Co., Rochester, 
N. Y. 

Horace K. Corbin, president, Fidelity Union Trust Co., Newark, N. J. 

Arthur Phelan, vice president, Federal Reserve Bank of New York, New York, 
N. Y. 


THIRD DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Frederic A. Potts (chairman), president, the Philadelphia National Bank, Phila- 
delphia, Pa. 

Carl H. Chaffee, vice president, the First National Bank of Philadelphia, Phila- 
delphia, Pa. 

George P. Edmonds, president, Wilmington Trust Co., Wilmington, Del. 

Frank W. Sutton, Jr., president, the First National Bank of Toms River, N. J., 
Toms River, N. J. 

J. Wilson Steinmetz, president, Ninth Bank & Trust Co., Philadelphia, Pa. 

Frank Stemple, executive vice president, the First National Bank of Scranton, 
Scranton, Pa. 

W. J. Davis, first vice president, the Federal Reserve Bank of Philadelphia, 
Philadelphia, Pa. 


FOURTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


John K. Thompson (chairman), president, Union Bank of Commerce, Cleveland, 
Ohio. 

W. A. Mitchell, president, Central Trust Co., Cincinnati, Ohio. 

Francis H. Beam, senior vice president, the National City Bank of Cleveland, 
Cleveland, Ohio. 

Jonathan S. Raymond, vice president, Mellon National Bank & Trust Co., Pitts- 
burgh, Pa. 

Robert C. Downie, president, Peoples First National Bank & Trust Co., Pittsburgh, 
Pa. 

BR. 8. Patterson, president, the First National Bank of Akron, Akron, Ohio. 

William H. Fletcher, first vice president, Federal Reserve Bank of Cleveland, 
Cleveland, Ohio. 


FIFTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Archie K. Davis (chairman), senior vice president, Wachovia Bank & Trust Co. 
Winston-Salem, N. C. 

Eugene L. Miles, president, Baltimore National Bank, Baltimore, Md. 

Hulbert T. Bisselle, senior vice president, the Riggs National Bank of Washing- 
ton, D. C., Washington, D. C. 

J. Phillips Coleman, vice president, First & Merchants National Bank of Rich- 
mond, Richmond, Va. 


’ 
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Thos. C. Boushall, chairman and president, Bank of Virginia, Richmond, Va. 

Ernest Patton, chairman of the board, the Peoples National Bank of Greenville. 
Greenville, 8. C. 

N. L. Armistead, Federal Reserve Bank of Richmond, Richmond, Va. 


SIXTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


John A. Sibley (chairman), chairman of the board, Trust Co. of Georgia, At- 
lanta, Ga 

J. Finley McRae (vice chairman), president, the Merchants National Bank of 
Mobile, Mobile, Ala. 

James G. Hall, executive vice president, the First National Bank of Birming- 
ham, Birmingham, Ala. 

V. H. Northcutt, president, the First National Bank of Tampa, Tampa, Fla. 

Herman Jones, executive vice president, the First National Bank of Atlanta, 
Atlanta, Ga. 

Dale Graham, president, the National Bank of Commerce in New Orleans, New 
Orleans, La. 

Vv. K. Bowman, vice president, Federal Reserve Bank of Atlanta, Atlanta, Ga. 


SEVENTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Homer J. Livingston (chairman), president, the First National Bank of Chicago, 
Chicago, Il. 

Carl A. Birdsall, president, the Continental Illinois Bank & Trust Co. of Chicago, 
Chicago, Ill. 

Mark A. Brown, president, Harris Trust & Savings Bank, Chicago, Il. 

George L. Luthy, president, Commercial National Bank of Peoria, Peoria, I. 

Donald F. Valley, general vice president, National. Bank of Detroit, Detroit, 
Mich. 

William Taylor, president, First Wisconsin National Bank of Milwaukee, Mil- 
waukee, Wis. 

A. L. Olson, vice president, Federal Reserve Bank of Chicago, Chicago, Ill. 


EIGHTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Sidney Maestre (chairman), president, Mississippi Valley Trust Co., St. Louis, 
Mo. 

James H. Penick, president, Worthen Bank & Trust Co., Little Rock, Ark. 

Earl R. Muir, president, Louisville Trust Co., Louisville, Ky. 

Harold T. Jolley, president, the Boatmen’s National Bank of St. Louis, St. 
Louis, Mo. 

William A. McDonnell, president, First National Bank in St. Louis, St. Louis, 
Mo. 

V. J. Alexander, president, Union Planters National Bank & Trust Co. of Mem- 
phis, Memphis, Tenn. 

Olin M. Attebery, first vice president, Federal Reserve Bank of St. Louis, St. 
Louis, Mo. 


NINTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Arthur H. Quay (chairman), president, First National Bank of Minneapolis, 
Minneapolis, Minn. 

Willis Wyard, president, First & American National Bank of Duluth, Duluth, 
Minn. 

Joseph F. Ringland, president, Northwestern National Bank of Minneapolis, 
Minneapolis, Minn. 

Rollin O. Bishop, president, the American National Bank of St. Paul, St. Paul, 
Minn. 

Julian Baird, president, the First National Bank of St. Paul, St. Paul, Minn. 

B. M. Harris, president, the Yellowstone Bank, Columbus, Mont. 

Maurice H. Strothman, Jr., vice president, Federal Reserve Bank of Minneapolis, 
Minneapolis, Minn. 
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TENTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 

D. T. Beals (chairman), president, the Inter-State National Bank of Kansas City, 
Kansas City, Mo. 

John Evans, president, the First National Bank of Denver, Denver, Colo. 

James M. Kemper, chairman of the board, Commerce Trust Co., Kansas City, Mo. 

Taylor Abernathy, president, the First National Bank of Kansas City, Kansas 

City, Mo. 

Arthur L. Coad, president, Packers National Bank in Omaha, Omaha, Nebr. 
Hugh L. Harrell, vice president, the First National Bank & Trust Co. of Oklahoma 

City, Oklahoma City, Okla. 
Henry O. Koppang, first vice president, Federal Reserve Bank of Kansas City, 

Kansas City, Mo. 

Mr. Martin. Well, I would say the highlights of this statement 
are—— 

The Cuarrman. Take your time, Mr. Martin. We are not trying 
to rush you. We simply want to serve your convenience, and ours, 
too. Copies of your statement were sent to members of the committee 
last evening. 

Mr. Martin. The keynote of what I have to say here is that this 
is a time for saving and not for spending, and that is indicated by 
the fact that expenditures for defense purposes have doubled since 
last summer, but they still only account for about 10 percent of the 
total output. 

The CHamman. Have you ntiinatad what proportion you believe 
it will be by next summer ? 

Mr. Martin. We think it would be a minimum of 20 percent. 

The Cuarrman. Added to that? 

Mr. Martin. That is correct, sir. We are quite impressed with the 
role that credit has played in this program. 

From the end of June 1950 to the end of March of this year out- 
standing loans and holdings of corporate and municipal securities by 
all banks increased over $12,000,000,000. 

The Cuatrman. I have here a newspaper report about what Mr. 
Wilson said about eres in connection with what the census 
report showed. I will read it for the record. 

A total of more than $33 billion was owed by State and local governments 
throughout the country last June, the Bureau reported. This reflects a rise of 50 
percent in 4 years, it added. 

The District isn’t included—it hasn’t any debt at all, the Bureau pointed out. 

The high State total resulted from issuance of bonds and borrowing to dis- 
tribute veterans’ bonuses and finance building projects postponed by World 
War II. 


Defense Mobilizer Charles E. Wilson has urged a limitation on new borrowing 
to help control inflation. 


Now, up to June 30, how much do you think the State and municipal 
Governments have increased—have you estimated that in your cal- 
culations ¢ 

Mr. Martin. Up to June 30 of last year? I do not think we have 
an estimate on that. 

The Cuatrman. Has that continued to increase? 

Mr. Martin. It has been continuing to increase, definitely. 

The Cuatrman. It had already reached a peak, and was continuing 
to increase, and that was the reason for Mr. Wilson’s suggestion that 
any construction or building or large Government programs that 
took a great deal of money and critical materials within a State or 
city be put off. 
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Mr. Martin. That is correct. 

Senator Bricker. He also asked to postpone soldiers’ bonuses, if 
possible. Was that not his statement? 

Mr. Martin. That is right, he did, sir. 

The Cuarrman. Of course a lot of that debt is in there not only as 
construction, but State debts, and also bonuses. Of course the long 
practice has been broken by the Treasury as to refunding, which shows 
the Treasury must believe we are heading toward further inflation. 

The country’s biggest debtor—the Unitett States Government—is commencing 
to wince from the pressure of rising interest rates. 

The Government's financial agent, the Treasury, shows it plainly: It has 
broken off an 18-year-long practice by putting off the refunding of nearly 
$8 billion in bonds it could have refunded next September 15. “Refunding” is a 
banker’s term meaning borrowing to pay off a debt. 

These 10-year bonds bear only 2 percent interest. 

Over the last 18 years, the movement in interest rates has been downward. 

Because interest rates had been going down, the Treasury had found it advan- 
tageous to call all old bond issues for refunding at its earliest opportunity— 
not waiting until the final due date arrived—and borrowing at the ever-lower 
rates to pay off. . 

The rule was broken when Secretary Snyder announced yesterday that the 
$7,986,000,000 in 2 percent bonds due September 15, 1953, and “callable on 
September 15, 1951, will not be called for redemption on that date.” 

That means the Government cannot now, as in recent years, borrow, at new 
and lower interest rates, enough to pay off its old bonds, and, by paying off, shift 
the debt to a lower interest rate. Because the debt could only be refunded at 
higher interest, the Government is letting it ride. 

The Federal Government owes about $254 billion or around three-fifths of all 
the money owed in this country. 

Would that be your interpretation ? 

Mr. Martin. That is correct. 

Senator Bricker. Did the Federal Reserve go into the open market 
as a result of that action of the Treasury this week? 

Mr. Martin. The Federal Reserve has been watching the market 
very carefully, and seeing to it that it is orderly, but we have been 
doing no active supporting on pin-point pegs in the market, no, sir. 

Senator Bricker. You have been buying this week, have you not? 

Mr. Martin. Very slightly, in order to create an orderly market. 

Senator Bricker. What would be the extent of the purchases, if 
you have that figure? 

Mr. Martin. We do not like to give those figures out, Senator, but 
I would be willing to say that it has been averaging about $10,000,000 
in recent weeks. 

Senator Bricker. About $10,000,000 ¢ 

Mr. Martin. Yes. 

Senator Bricker. That would not have any appreciable effect. 

Mr. Martin. No, sir. 

Senator Bricker. If you multiply that by an accelerated rate, it 
would not be more than $50,000,000. 

Mr. Martin. If that were all monetized, yes. I think it is fair to 
say that the effect on the money supply has been negligible. 

Senator Roperrson. Mr. Chairman, since that issue has been raised, 
and as you know, you and I—— 

The CHarmman. I might say we we have placed the chairman’s 
statement in the record, and we are going to discuss casually the 
points you desire after your reading last night. 
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Senator Roperrson. Since the question of the open market opera- 
tion has been raised, you and I had a little part in the settlement that 
was made between the Treasury and the Federal Reserve Board on a 
friendly basis, and not by bumping heads together and thereby shak- 
ing public credit, and securities. I think that Governor Martin has 
done an outstanding job in the handling of that situation. I believe 
the 214’s have substantially sought their own level, and in connection 
with the new issue, which was more successful than any of us antici- 
pated when they first started, it has certainly stabilized the market, 
and as Governor Martin has pointed out, subsequent purchases on the 
open market by the Board have been negligible. 

I have also carefully examined the statement that Mr. Martin has 
presented today and put in the record, and I want to tell him that I 
think it is one of the clearest and best statements that has been pre- 
sented to us during these hearings. I understand he will stress the 
points that he wants to make. 

The Cuamman, That is right. 

Senator Ronertson. I wish to inquire briefly into some of the 
points. 

The CHatrman. Certainly. As soon as he highlights it, we will 
informally proceed with qeustions. 

Senator Bricker. This week it was sort of a cooperative action 
between the Treasury and the Federal Reserve ? 

Mr. Martty. Completely cooperative action. The committee was 
unanimous, and the Treasury was in complete agreement with the 
Open Market Committee. 

Senator Ronertrson. At the same time, the Federal Reserve Board is 
maintaining the type of independence that the Congress intended it 
to have over the supply of money, and is not being used as a tool to 
implement any given fiscal policy of the Government ? 

Mr. Martin. I would like to just say that in our judgment the 
prospects for getting inflation under control are now better than at 
any time since Korea. 

The Cuarrman. Well, now, if we are going to get off on another 
subject, if it is agreeable to the members of the committee who are 
here, there has been considerable talk about what the President men- 
tioned in his message, even further restrictive controls. How far have 
you gotten in that, for the record ? 

Mr. Martin. We have had staff groups working actively as a part 
of Mr. Wilson’s committee. 

The Cruamman. Mr. Wilson did not exactly say there would be 
some built up, but he indicated they were working on it, and the 
President put it in his mesage, and I of course know things of that 
kind cannot be hurried. It is too important. You cannot just say 
you are going to do this with all the credit in America, but I have 
tried to say, Mr. Chairman, that it would be to the benefit of the com- 
mittee if in writing this bill, whatever changes you may have we 
might get before we close the hearings. 

Mr. Martin. No, not at all. 

The Cuarrman. That is what I am fearful of. There is nobody try- 
ing to rush you, we are not unreasonable people, but at the same time 
we want you to appreciate the point of view we have. We are holding 
meetings throughout the rest of this month, and whatever controls 
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you may desire to have placed.in another bill would affect this bill. 
Would that not be right ? 

Mr. Martin. That is correct. i 

Senator Rosertson. The chairman has made one specific recom- 
mendation for increased controls in his statement which he filed, and 
that is to extend Regulation X to existing structures in view of the 
fact that during 1950, $9,000,000,000 of mortagages were extended on 
existing structures, an unprecedented amount, accounting for either 
two-fifths or three-fifths—which was it—— 

Mr. Martin. Three-fifths. ; 

Senator Ronertson. Three-fifths of all new mortgages on housing 
on one- to four-family units. 

Mr. Martrn. That is correct. 

Senator Roperrson. And I claim, and no doubt with some merit, that 
that is affecting the regulation on new houses. 

Now, I was one of those who voted not to put existing structures 
under control, because I did not think that extending credit on an 
existing structure would in any reasonable measure affect inflation. The 
building is already there, and I thought if one man wanted to transfer 
ownership to another man there should not be too much restriction 
on the right of the present owner to sell it, but you pointed out in 
some way or another those existing structures have been used for an 
inordinate increase in real-estate mortgages, and you think, then, it 
would help if you had the right to put the same terms on an existing 
structure that you put on a new structure? 

Mr. Martin. That is correct, and we think that is particularly true 
because the FHA and VA tightening of credit applies to old structures 
as well as new structures. 

Senator Ropertson. It is significant to me, Mr. Chairman, that the 
Board does not recommend any increased power over reserves, but 
recommends a voluntary bank program, and evidently plan to try 
that to see if that would not do the job, where the bank has some free- 
dom of operation to take care of an essential loan and turn down a non- 
essential loan, rather than to have all bank facilities cramped by a 
general order which would not fit into many local pictures. 

The Cuarrman. I understood, though, I may be wrong and I hope 
you will correct me if I am, you were considering some changes in the 
reserve regulation, is that not right, and that is what concerns me, 
changing the reserve requirements. 

Mr. Martin. You are referring to the Wilson Committee. As I 
said the subcommittees are working actively and I think will have a 
report within the next 2 weeks. I think it will be less than that. 

The Cuarmman. What date will that be, 2 weeks from now? Let 
me see a calendar. 

Senator Ropertson. I feel, Mr. Chairman, if they come up with 
a very stringent new law concerning reserve requirements it will cut 
the heart out of the voluntary program, and that the only fair and 
proper thing to do would be to see first whether the voluntary program 
is working and doing the job before you ask us to supplement it and 
supplement it with involuntary controls. 

Mr. Martin. We have given extremely careful consideration to 
that. That is why we haven’t been up before this, but I can’t prejudge 
in any way what the Wilson Committee will decide. 
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Senator Ropertson. I think you had better pray over it a little, too. 

The Cuatrman. You say the Wilson Committee. That would be the 
Committee, of course, that Mr. Wilson and you appointed ; you cooper- 
ated with him, or how? 

Mr. Martin. That was tht Committee that was set up at the White 
House on February 26. 

The Cuatrman. That is the Committee that may suggest we have 
additional legislation down here. 

Mr. Marrtry. That is correct. 

The Cuarrman. That legislation would, of course, deal with the 
Federal Reserve banks. 

Mr. Marrin. We are clearing our program with that Committee. 

The Cuarrman. Therefore you would have to carry out any laws 
that that committee might recommend, if the Congress should pass 
them, 

Mr. Martin. If the Congress should pass them ; yes. 

The Cuarrman. There would be no other agency of Government— 
the Treasury couldn’t be brought in; could it ? 

Mr. Martin. I wouldn’t say it couldn’t. 

The Cuairman. Of course, 1 am asking you questions, I don’t know 
even what they are going to recommend. Maybe you do. 

Mr. Martin. I don’t, either. That is my problem. 

Senator Bricker. I think Mr. Wilson testified Monday he thought 
that it would be in about 10 days. 

Mr. Martin. I think it will be in early next week. 

Senator Bricker. That was the impression he left with the 
committee. 

You are a member of this so-called “ad hoc committee” ; aren’t you? 

Mr. Martin. That is correct. I was trying to be conservative, 
Senator. I don’t want to speak for him. 

Senator Bricker. At least it will be in plenty of time so this com- 
mittee can give consideration to this before the end of these hearings. 

Mr. Martin. That is correct. 

The Cuarrman, In your opinion, if anything is done it would 
seriously affect the bill? 

Mr. Martin. It will affect parts of it; yes. 

Senator Ropertson. Mr. Martin, you start out your statement by 
calling attention to the fact that up to this point about 10 percent of 
our productive capacity has been diverted from peace construction 
to war construction, but that in the coming calendar year that will 
be doubled, and therefore the inflationary pressures will be increased. 

Isn’t that correct ? 

Mr. Martin, That is correct. 

Senator Rozertson. Now, for the benefit of the press who haven't 
had a chance to see this, and may wish to have their attention called 
to what is really essential in your viewpoint on the necessity for con- 
trols, will you read us the second paragraph on page 2, and on down 
to the middle of the following page? 

The Cuarrman. Let me ask: the press have been given copies of 
this this morning, haven’t they ? 

Senator Ropertson. They have so much to consider, Mr. Chairman, 
it is only fair to call this to their attention, as it is essential. 
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Mr. Martin. I will read on page 2, then, starting with the second 
paragraph, if that is agreeable: 


Credit expansion has financed a substantial share of the increased consumer 
and business spending since June 1950. Without the restraints provided by the 
Defense Production Act the expansion in credit and upward price pressures 
undoubtedly would have been even greater. From the end of June 1950 to the 
end of March outstanding loans and holdings of corporate and municipal 
securities by all banks increased by over $12,000,000,000. This increase was 
almost as much as occurred in the two years 1947 and 1948 together and these 
were both years of rapid credit expansion and inflationary trends. Credit 
extended by other lenders to businesses, municipalities, and consumers also 
was in unprecedented volume. ' 

Such credit was supplemented by drawing on liquid asset holdings. Between 
the end of June 1950 and the end of March of this year, redemptions of savings 
bonds exceeded cash purchases by over a billion dollars, and savings accounts 
were reduced by close to three-quarters of a billion dollars. Reflecting the 
demand for and use of ready cash, demand deposits of businesses and individuals 
increased by over $7,000,0000,000 in the last half of 1950 and showed only a 
moderate seasonal decline in the first quarter of 1951. The turn-over or rate 
of use of these deposit balances rose sharply. 

It has become increasingly evident during recent weeks that this acceleration 
of inflationary tendencies has been checked, temporarily at least. The pros- 
pects for getting inflation under control are now better than at any time since 
Korea. To succeed, however, will require full and continued use of all of the 
credit measures now up for renewal in the Defense Production Act. It would 
be extremely unfortunate if any of the means we have been using to stem the 
inflationary tide should be allowed to lapse at this critical moment when they 
are achieving a considerable measure of success. 


Senator Bricker. What do you attribute that to? 
fidence in the dollar, or the scare buying, or both ? 

‘Mr. Martry. I think it was primarily scare buying. People had 
been familiar with the shortages in the recent past, and took the op- 
portunity to purchase all sorts of goods. 

Senator Roserrson. And partly in the desire to build up inventories 
in the fear that they couldn’t get it later? 

Mr. Martin. That is right. 

Senator Bricker. Of course, the cashing in of bonds and the failure 
to buy bonds up to the extent of a billion dollars is a rather alarm- 
ing situation, particularly if we have to emphasize the savings pro- 
gram in the days that are ahead, and have to put out a public issue 
of any kind, even though it be a temporary financing expedient. 

Mr. Martin. Well, I hope that people are getting more reasonable 
on the problem that faces all of us, which is that we have all got to 
save if we are going to put this thing across. We have to save in every 
direction except those directions that are directly connected with the 
defense effort. 

Senator Bricker. Savings naturally will go into Government se- 
curities, and maybe into private financing programs. Of course, the 
latter, I think you state later here, is an inflationary program, if pri- 
vate investment is put into private enterprises. 

Mr. Martin. If it is not a part of the defense effort, it must be so 
construed in this period. 

Senator Bricker. Then the only deflationary savings program, un- 
less people just keep their money without investing it, would be in 
Government securities; wouldn’t it? 

Mr. Marrin. We hope to see a successful savings bond drive put 


os and that people will put a larger percentage of their savings into 
those. 
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Senator Bricxer. As an incident to any drive of that kind, I think 
for public investment you must have a general understanding, or a 
feeling on the part of the people that there isn’t going to be further 
devalution of the dollar. 

Mr. Manrtrn. That is why I think we have to attack this problem 
across the board. We have to have our tax levels and our expendi- 
tures and our budget situation and everything moving in a pattern 
that gives people confidence that we are going to be able to handle 
the situation. 

Senator Bricker. You are talking now about what Mr. Keyserling 
spoke of as a rounded, balanced program. 

Mr. Martin. That is what we need. 

The Cuarrman. Now, Mr. Chairman, if it is not appropriate, don’t 
answer—but you say the Wilson committee is studying reserve re- 
quirements, increasing reserve requirements; is that right? 

Mr. Martin. They are studying all aspects of that. 

The CHarmman. Would it be appropriate for you to advise the 
committee what they are studying, or do you think it might cause a 
little trouble until they really make the report, which will be only 
10 days? 

Mr. Martrn. I think the report is so close to coming out, Senator, 
that it would be unwise for me to comment. 

The Crramman. I am glad to know that because of the effort you 
and Mr. Wilson and the others the report will soon be out. I told 
them, before we introduced this bill it was essential, for the benefit 
of the committee, that we have this report so that we will know ex- 
actly what we are doing in trying to pass the bill. 

Senator Roperrson. Mr. Martin, is anybody studying the infla- 
tionary effect of 44-hour week without overtime, or is that a tender 
subject ? 

Mr. Martin. I am afraid I haven’t studied it. 

Senator Bricker. Certainly it would get additional production, 
at less cost, or is that a fair conclusion ? 

There are some who feel 

The Cuarrman. I am not so sure of that. 

Senator Bricker. If it did, of course, that would mean more goods 
and less money. 

The Cuarrman. Will you go ahead, sir? 

Mr. Marrin. I would like to high light, if I may, the consumer 
installment credit picture. 

The Cuarrman. I might add for the benefit of Senator Schoeppel 
and Senator Dirksen, we were asking the chairman about the new 
regulations that they are propounding and studying to be presented 
to the Congress, emphasizing the difficulty which this committee would 
be in if we didn’t have it before we consider this bill. 

He says the report will be ready, he believes, within 10 days, possibly 
earlier, so we have decided not to ask anything more about that. He 
says it isso nearly ready any statements he might make would be a little 
confusing. 

Go ahead, sir. 

Mr. Martin. I just would like to high light the persuasive character 
of the figures on the installment credit situation, and the job that has 
been done in the 6 months ended March of this year, during which con- 
sumer installment credit declined by $364,000,000. 
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Senator Bricker. Before you move on to that very important phase, 
it has just been called to my attention that Mr. Evans, of your Board, 
made a speech in Chicago on the 12th of March, in which he said, and 
I want to quote: 

At the outset I want to make it crystal clear that I don’t think we have attacked 
this problem of the purchasing power of the dollar soon enough or vigorously 
enough. We must now prevent erosion of the dollar’s buying power, and should 
put forth every effort to improve that buying power. Measures to protect the 
dollar are eSsential to protect the welfare and protect the banks themselves. 

You would agree with that, I judge, from what you have said? 

Mr. Martin. I do. . 

Senator Bricker. That is what I was thinking of when I talk about 
the adulteration of the dollar which has been going on in the past 10 or 
12 years. 

Mr. Martin. On the consumer installment picture, for the 6 months 
ending March of this year, which is the last period for which we have 
figures, there is a decline of $364,000,000 compared with an increase in 
consumer installment credit of $2.3 billion in the preceding 6 months, 
and with a $1.2 billion increase in the period of October 1949 to March 
1950. 

It seems to me that those figures are persuasive that this has been 
an effective method of reducing credit. 

Now the point that Senator Robertson high lighted is really the 
main point in Regulation X; that all of our studies of Regulation X 
show that we have had this unprecedented rise in credit on old proper- 
ties, $9 billion of extensions in 1950, and in the first quarter of this 
year there seems to be no important decrease in that increase, although 
we do not have final figures. 

The CHarmman. Did you say $9 billion ? 

Mr. Martin. $9 billion in 1950, and for that reason we feel that it 
would be extremely desirable for us to have authority to extend this 
regulation to old properties as well as to new properties, and we think 
that is particularly true because in the case of the regulations by the 
FHA and the Veterans’ Administration, it extends to old properties 
as well as to new properties. 

Senator Bricker. Do you feel that that would put credit restrictions 
on property that you feel would be not unreasonable, but a lot of 
people are moving that have to sell their houses, a lot of estates have 
to be liquidated, and there is no new property created. Of course, 
there is a credit created on the old property, there is no question about 
that, which does have an inflationary effect. Is that inflationary effect 
in the same ratio, and does it have the same impact upon our economy 
as the building of new property has, and the mortgaging of new 
BRoperte Q 

Mr. Martin. In an over-all sense, I think it has. It doesn’t have 
the same impact, of course, on conserving materials that new prop- 
erty has, but so far as the over-all credit picture is concerned, I think 
that-it does have a very real influence. 

When it comes to people selling the houses they own, considering 
the increase in the price level that has occurred and that they are 
willing to take a second mortgage, the mortgage wouldn’t come within 
our proposed regulations. This is because a registrant is a person 
dealing in real estate credit, I think in more than three properties. 
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Mr. Noyes. That is generally correct. 

‘Senator Bricker. You wouldn’t Poet such restrictions would 
apply if I wanted to sell a house I was living in now. It wouldn't 
apply to a single transaction of that kind except when it is done in a 
commercial way. 

Mr. Martin. That is correct. 

Senator Bricker. That would relieve one of my anxieties about it, 
if that were true. 

Senator Roperrson. The first mortgage, as I understand, would be 
handled by a bank, and that would be under control, but the vendor 
could then take a second mortgage if he saw fit, and it wouldn’t apply 
to the vendor’s second mortgage, but it would apply to the commercial 
loan of the bank or the institution that was the lending business. 

Senator Bricker. Say that an individual wanted to sell a house to 
individual X, that was an old house, if the transaction was just be- 
tween those two, it wouldn’t be under control at all; they could take 
any first mortgage they wanted to. 

Mr. Martin. That is right. 

Mr. Noyes. The way the present regulation is written, sir—I don’t 
think we could say we would use exactly the same pattern with respect 
to existing properties—if the first trust were not increased, then it 
would not be subject to regulation. 

In other words, if he sold the property simply subject to an existing 
first trust, and took back a second trust for any part of the balance 
he chose to, that transaction would be permitted under regulation. 

Now, we might change that and make it more liberal or less liberal 
in connection with existing properties. That would be a matter which 
would have to be studied. But assuming that the pattern of the present 
regulation would be carried forward into a regulation of existing 
properties, the vendor could take back a second trust. 

Senator Bricker. From the credit aspect, that is one thing, but if 
you restrict the transfer of property as among individuals, and financ- 
ing on any basis that they wished to finance, I can’t see that that is in- 
flationary. Where you sell an old house and, say, you pay me only 
$5,000 on a $50,000 house, you have a debit and I have a credit, and 
I don’t see that that adds to the inflationary pressure; maybe it does. 

Mr. Noyes. Senator, the way the problem has arisen most fre- 
quently is that many old houses are substantially paid for. There 
is no trust outstanding on them. They are sold to a purchaser who 
puts, let’s say, a $10,000 trust on them in order to pay the vendor. 
If it is your house, in order to pay you, the purchaser goes to the 
bank and borrows $10,000 on the house he is buying from you. He 
gives you $10,000, then, which is newly created money, which you 
may use to buy a new house or spend for other goods which are in 
short supply. That is the effect which is disturbing to us. 

Senator Ronerrson. And the Brice of old houses has increased about 
the same as new houses. Both have gone up about 20 percent in the 
past year, or 8 months. I am just talking about the inflationary rise 
in this period that we are discussing, since the Korean War started. 

Mr. Martrn. Yes; you can see the increase in prices on houses right 
here in Washington, if you go out and try to:buy old property. 

The Cuarrman. Do I understand that old houses have gone up a 
greater percentage than new houses? 
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Mr. Youna. I don’t believe so, Senator. They have risen from about 
5 to 20 percent. The percentage rise varies, of course, from one loca- 
tion to another, but our impression is from the reports that we have 
received is that a rise in residential property values has been pretty 
general on old properties as well as new properties across the country. 

Senator Bricker. Of course, if you are not increasing credit or 
money supply, that price doesn’t reflect inflation. 

Mr. Martin. Well, that is correct, but it is awfully hard to see when 
you have $9 billion across the board, that it isn’t going into that stream. 

Senator Dirxsen. Mr. Martin, do you have the bill in front of you? 

Mr. Martin. The Defense Production Act; no, sir. 

Senator Dirksen. The amendments? 

Mr. Martin. No, sir; I haven’t. I am sorry. 

Senator Dirksen. I wish you would take a look at the language on 
page 34, section 106. You see what is proposed here is to strike out 
of existing law, and then to substitute the language that begins in line 
9, so that real estate production credit means any credit which (1) is 
wholly or partly secured by (2) is for the purpose of purchasing or 
carrying—that would involve every financial transaction relating to 
real estate of any kind or character, large or small; wouldn’t it, if you 
were going to buy a house, whether it was new or old, as an invest- 
ment, or if you were going to live in it that would come under the 
provisions of that definition ? 

Mr. Marrs. I think that is entirely correct. 

Mr. Vzxst. That is correct, Senator. That language, however, ap- 
pears in the present law except that the amendment would extend it to 
cover existing housing as well as new housing. 

Senator Dirksen. It is for the purpose of financing—that would 
include every financial transaction relating to housing whether interest 
money, savings and loan money, bank credit or anything else. 

No.4. What do they mean there, which involves a right to acquire 
or use? How would a right to acquire a piece of property or the 
right to use a piece of property, come within the purview of credit 
controls? 

Mr. Vest. That, Senator, is, I think, just a general clause which I 
don’t think 

Senator Dirksen. But the clause is full of dynamite, and I would 
like to know what you think it means. 

Mr. Vzsr. I don’t know that it adds any particular element that 
isn’t involved in the previous elements except that it makes it clear that 
the statute applies to the various kinds of interests in real estate. It is 
simply a carry-over from the statute as it is now written, 

Senator Dirksen. That is the trouble. We carry over from other 
statutes, and then sometimes somebody gets hurt in a great big way 
on a broad scale. 

Now, then, in line 13, you use the words “any real property.” That 
may mean a vacant lot, or that may mean a 60-acre tract on the edge 
of town with a million-dollar house on it, and everything in between, 
everything; so you propose to control every transaction relating not 
only to new construction, but to existing houses, and to vacant, unim- 
proved property as well. 

Is that what that means? 
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Mr. Vest. Where credit is involved, that is a possibility under this 
provision. I would think that the Board would wish to consider very 
carefully before it undertook to impose regulations on vacant lots 
and farm property, as such, as distinguished from residences on farm 
property, or some other structures. 

So far as I know, they have no present thought or intention of doing 
that. 

Senator Dirksen. What I am getting at is the extent of the author- 
ity that is contemplated here, which is, first, how far you can go, and 
secondly, how far will you go. 

Mr. Vest. The statute as worded, as you say, sir, is broad and would 
give the authority which you indicate. 

Senator Dirxsen. It is total power over all real-estate financing, 
improved and unimproved, existing construction, new construction, 
and everything else. 

Mr. Vest. Yes; where credit is involved. 

Senator Dirksen. Responsive to the question, Is my estimate of the 
situation correct ? 

Mr. Vest. Yes; it is total power over credit extended on real estate. 

Mr. Martin. I think that is right, sir. 

The Cuatrman. Go ahead, Mr. Martin. 

Mr. Martin. I just want to high-light the voluntary credit control 
program under Governor Powell’s leadership about which we are very 
much encouraged. 

Senator Bricker. What page of your statement does that appear 
on? 

Mr. Martin. It starts on page 8, at the bottom of the page. 

Now, there has been a national committee set up on a purely volun- 
tary basis. They have consulted with the Attorney General and with 
the Federal Trade Commission, and they have the support of those 
bodies, and we have a roster of people’'in the financial and business 
community that are actively working on it, which we think is quite 
impressive, and which I have submitted as a part of this record. They 
have been laboring to codify, as far as possible, the types of lending 
as to essentiality, and to educate both the borrower and the lender. 

In the type of problem that we are facing today, when we are in 
a period that I have described as quasi-war or undeclared war, we 
have to attempt to use our credit resources to further the defense effort 
and at the same time to restrain those items of the economy that can 
be postponed or deferred until a later date. 

I went out to the Pacific coast for a week end a few weeks ago and 
was very much impressed with the whole-hearted way in which the 
program is being supported out there. I was in Cleveland recently, 
and was very much impressed with the way the people in Cleveland 
had taken hold of it, and I am hopeful that we can see some very real 
results from it. 

Now, it is too early yet to make any judgment on it, but there are 
already some indications that a constructive attitude has been taken 
by all people, and that it is getting the support of the financial and 
business community in the proper way. I think that is a construc- 
tive development, and one that all of us ought to support in every 
way that we can. 
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Senator Robertson. Before you leave consumer credit, I want to 
ask a question about regulation W. What is the current situation with 
respect to automobiles, and especially second-hand automobiles. 

Mr. Martin. Senator, on used cars, and on the automobile trade 
generally at the present time, we do not feel that there is any need for a 
change in the regulations. 1 don’t want to make any commitment as to 
the future, but at the moment we don’t contemplate any change what- 
ever in the regulations. . 

Senator Rosertson. I hear current rumors from time to time that 
you are going to tighten up on them. I happen to know that the 
second-hand cars are backing up in the warehouses and vacant lots, 
and many Virginia dealers are selling those cars from $100 to $200 be- 
low the listed OPS price, and the 15 months with a third down, they 
claim, is just too tight to move those used cars and the need for trans- 
portation exists, all right, but that the people just can’t meet those 
payments. 

Mr. Martin. Well, at the moment, in our studies, we don’t see any 
reason to change our current regulations, although we are perfectly 
prepared to consider the matter eithér with respect to relaxing them 
or tightening them as the conditions develop. 

Senator Ronertrson. That is all I wanted to inquire about. 

Senator Scuorrret. Senator Robertson, I don’t want to break in, 
but since Mr. Martin is discussing the matter of automobiles, and regu- 
lation W, as to credit, if I am not interrupting any other Senator at this 
time I would like to ask a few questions on this automobile situation. 

I notice that we all probably have been receiving many inquiries 
about the effects of regulation W, especially in some of the areas in our 
respective States where they are pinning it to the question of trans- 
portation, and the effect on the workers with limited salaries who are 
forced to buy transportation. 

Now, I understood you, Mr. Martin, to say that you are not contem- 
plating any new regulation. 

Did I understand you correctly? 

Mr. Martin. That is correct. 

Senator ScHorrren. I would like to ask you a few questions: 

What are the patenn terms under semelediie W as to the down 
payment or monthly payments required of the purchaser of both new 
and used cars? 

Could we have that in the record here sometime, or could you supply 
that for the record ? 

Mr. Martin. Well, we have it mentioned in this statement. 

Senator Scuorrret. Yes; I notice that on page 4, I believe. 

Mr. Martin. We will be glad to put in the record exactly what all 
of the terms are. 

Senator Scnorrren. If it is not too cumbersome, I thought it might 
be helpful for the record on that point. 
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(The information referred to follows:) 


Minimum down payments and mavimum maturities on consumer credit subject 
to Regulation W 





Sept. 1,) Mar. | May 6, |June 11,| Dec. ,| Sept. | , : 

1941, to} 23 to | 1942, to| 1945, to! 1946, to !20, ry fy . 1950, to 
Mar. | May 5, |June 10,) Nov. | Nov. 1, : 7 date 
1942 1942 1945 | 30,1946) 1947 1950 | 


Type of credit 


Minimum down payment (in percent of sale price) ! 





| 

3314 33% 3344 3344 3344) 

Radio televi- 

sion, and other 

major > 
ances 


Home improve- 
ment materials 
and services___- 

Heating, plumb- 
ing, and other 
household fix- 


Miscellaneous 
(including 
other appli- 
ances, auto ac- 
cessories, cloth- 











3336 33/4} -------- sida 





Maximum maturity (in 





Automobiles... 15 
Radio, televi- 
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Senator Scnorrret. Now, would that show what differential you 
make in terms or number of payments, as I understood you did 
during World War II in cars selling, say, from $1,000 to $4,000? 

Mr. Sotomon. There is no differential on the price of cars. 

Senator Scnorrret. I wanted to be sure, or whether you were con- 
sidering a differential on price. 

Mr. Martin. No. 

Senator Scuorrret. What effect do you think the present terms 
eee W have on the over-all extension of consumer 
credit ¢ 

Mr. Martin. Well, I think it has reduced the use of consumer credit 
substantially. Now, in the case of the point you raised with respect 
to somebody who needs an automobile, for example, for a defense 
worker, we have given very careful consideration to that. We don’t 
want to preclude anyone buying a car, but we have felt that the used- 
car market is such that a person can obtain one even if he is not able 
to get the model that he wishes, or the make of car that he would 
prefer. I have seen prices of cars as low as $90, and yesterday a 
Congressman told me that his son had bought a car for $100 which 
was quite satisfactory. 

Now, as long as that situation exists in the used-car market, it is 
hard for us to think that people are being denied transportation. 

Senator Ropertrson. If I may interrupt, was that sale satisfactory 
to the seller as well as to the buyer, or did the seller just have to get 
rid of something? 

Mr. Martin. I don’t know, Senator. 

Senator Scnorrre.. Mr. Martin, speaking now of Regulation W 
as it affects the automobile industry, do you thing that that curtailment 
of credit has been as drastic or more drastic there than it has been in 
other lines of consumer credit? 

Mr. Martin. I think perhaps it has had a larger effect on auto- 
mobile credit than on other segments of the consumer installment 
field. 

Senator Scnorrret. That is the very thing I have been wondering 
about. A lot of people in business have a right to question whether 
they should stand that disproportionate impact. 

What is your justification for it? 

Mr. Martin. Well, I think you have to realize that there is an 
administrative problem, and that is why we have discretion to change 
these terms. I don’t think it is possible to determine equitably, over 
a future period of time, what the declines of credit in given lines or 
the effects of such declines are going to be. 

I think they have to be studied continuously. 

Senator Scnorrret. That would be all right, and I think that that 
is something we have to watch out for, and it is one of the things that 
will develop. 

If we have the flexibility of readjusting, in time—and I assume that 
is what you hope to do if it becomes glaringly or even less than 
glaringly disproportionate, because we do have, I think, some legiti- 
mate ground for questioning whether this industry should carry a 
little heavier load along that line. 
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Senator Rornertrson. If the Senator will yield, I can give the figures. 

Taken from page 29 of the May 1951 Economic Indicators, pre- 
pared for the Joint Committee on the Economic Report, that table 
shows that, as of March 1951, charge accounts amounted to 
3,938,000,000 ; other consumer credit, 2,457,000,000. 

Now, installment credit, on automobiles, amounted to 3,942,000,000, 
and other sale credit and loans on the installment plan amounted to 
9,038,000,000, 

Now, in that bracket of installment credit, you see automobiles with 
3.9 against other installment credit of 9, so it is bound to be that auto- 
mobiles have taken a pretty large part of this burden of the controlled 
program. 

r. Martin. I think it is fair to say of automobiles, though, that 
there is probably more scare buying of automobiles than other items 
in the list. 

Senator Ropertson. You have radio sets, television, washing ma- 
chines, electric ranges, and all the stuff that goes into a house, and 
furniture, and everything that is bought on installment, in that 9, 
and automobiles sitting out there at nearly 4 billion dollars. 

Mr. Martin. That is correct. 

Senator Rosertson. Of course, the automobile business—I don’t 
know the exact figures for 1950, but it was around $8 billion in total 
sales of automobiles. 

Senator Scnorrre.. Mr. Martin, coming now to one other feature 
of the thing, breaking it down a little differently, let’s use as an ex- 
ample a number of dealers on the west coast, in relation to the dealers 
in the Central West. The delivery price of an automobile on the west 
coast would probably run, maybe, $100 or $125 more, on che average. 
Then that regulation which you have issued relative to the period of 
payments, and over the period of time, would be of greater impact 
there than it would in some of the other areas. I wonder if you have 
thought about that phase of the thing? 

We get inquiries about that; it may be too small to worry about, 
but it is a factor. 

Mr. Martin. I don’t think it is too small to worry about. I think 
we ought to worry about all of those things, but it is a price problem 
there, a price differential problem which is covered in part by the 
terms themselves. 

There may be a little more impact in the far West; but, whether 
it is enough to warrant making a geographical exception or not, I 
just cousin know. 

Senator ScuorrreL. That is what I had in mind when I said maybe 
it is too small a problem, because it does go into the geographical area. 

Mr. Martin. That is right. 

Senator Bricker. Regulation W on other than automobiles is on 
the basis of 25 percent down; isn’t it, in most items? 

Mr. Martin. Well, on radio, television, and other appliances, it is 
25 percent down and 15 months, and on furniture it is, I think 15 per- 
cent down with 15 months, and then on home improvements, plumbing 
fixtures, and that sort of thing, the terms are the most favorable. We 
will put in the record the exact terms on all the categories. 
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Senator Scuorrren. I took it from your testimony shortly after I 
came in—I am sorry I was late—that you do not aera any 
drastic or immediate changes in Regulation W;; is that right? 

Mr. Martin. That is right. 

Senator Scnorrret. I think that is all I want to ask at this phase 
of the thing, since you were discussing the automobile regulations. 

Senator Bricker. Referring again to the Economic Indicator pre- 
pared for the Joint Committee, on page 29 they have the amounts 
that Senator Robertson referred to on installment credit. We all 
understand that, average charge accounts; we understand those. 
What would be included in “Other consumer credit”? Just what 
items of transaction. That amounted to 2,457,000,000. 

Mr. Young. That must be single-payment loans, sir, and service 
credit; single-payments loans particu arly at banks—loans on a 30-, 
60- or 90-day maturity basis. “Service credit” is hospital and doctor 
bills, debts to public-utility companies, and that sort of thing. 

Mr. Martin. I have here, Mr. Chairman—— 

The CHatrman. Mr. Martin, I was going to say that Senator 
Douglas said he had a few questions in connection with Mr. Dawson 
before a subcommittee of this committee, and he is on the way down. 

In the meantime, I want to ask you one or two questions. 

Mr. Martrn. I have some rather interesting figures we got up this 
morning that I thought it would be good to put in the record, which 
represent quarterly changes in private credit. They show that in 
the third quarter, 1950; the increase was $8.9 billion; the fourth 
quarter, $7.9 billion; 1951 first quarter, $4.5 billion, and the increase 
since June of 1950, $21.4 billion. 

We have those broken down here by the various categories. 

The Cuarrman. You have them broken down there? 

Mr. Martrn. I have. 

The Carman. Would you mind reading them for the record ? 

Mr. Martin. Savings-and-loan associations and life-insurance com- 
panies, third quarter of 1950, $2 billion; fourth quarter, $2.1 billion, 
first quarter of 1951, $2 billion, for a total of $6.1 billion. 

Other insurance companies—casualty, fire, and so forth—$300 mil- 
lion in the third quarter and $400 million in the fourth quarter of 
ee and $300 million in the first quarter of 1951, for a total of $1.0 

illion. 

Then all banks, third quarter of 1950, $5.5 billion; the fourth quarter 
$4.5 billion; in the first quarter in 1951, $2.2 billion, for a total of 
$12.2 billion. 

Other consumer-credit agencies, the third quarter of 1950, $800 mil- 
lion, fourth quarter, $500 million, first quarter of 1951, minus $700 
million, for a total of $600 million. 

Individuals, for the third quarter of 1950, $300 million; for the 
fourth quarter of 1950, $400 million; for the first quarter of 1951, $700 
million, for a total of $1.4 billion. 

4 coat Rozertson. What is the present outstanding mortgage 
ebt ¢ 

Mr. Martin. $45.75 billion, about 2.25 times what it has been at the 
end of the war. The following tabulation might be of assistance. 
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(The table referred to follows :) 


Private credit expansion, June 1950-—March 1951 
{In millions of dollars} 


| Savings Other Other Individ- 
Year and quarter Total All banks | institu- | insurance | consumer | uals, etc. 
tions! jcompanies?| credit 


| 


1950--Third quarter 
Fourth quarter 
1951: First quarter 





Total, three quarters-_.. 





1 Savings-and-loan associations and life-insurance companies. 
2 Casualty, fire and marine, and other. 

The Cuarrman. Last week there was a meeting of the National 
Association of Home Builders in Memphis, Tenn., on the question 
of low-cost private-enterprise housing. At that meeting there was 
considerable discussion with respect to the availability of mortgage 
financing. As chairman of the committee, 1 sent Mr. McMurray, 
staff director of the committee, down to attend the meeting and ob- 
serve the proceedings. Mr. McMurray informed me that many of the 
builders complained that they were not able to find any mortgage 
money to finance their present operations. 

Mr. McMurray. The builders who were constructing the homes 
were very much concerned with the lack of available mortgage money, 
and they were paying pretty high premiums to get the money. 

The Cuarrman. And that was just on a curtailed program. That 
is what concerns me; that the President has already approved a cur- 
tailed program. 

Mr. McMurray. May I say this, Mr. Chairman: there is a great 
deal of concern, and there was some discussion on whether interest 
rates might go up on FHA-insured and VA-guaranteed mortgages. 
A number of the officials of the FHA, Mr. Foley and some of the 
mortgage bankers there, said that they didn’t think interest would 
go up. Some of them pointed out that the higher down payments 
that were required made the mortgage a better mortgage, and there- 
fore, they wouldn’t expect that the interest rates would go up even 
though Federal interest rates had gone up, but there was a good deal 
of concern about whether the money would be available for the pres- 
ent high level of construction that is going on. 

Mr. Martin. There is no question that mortgage credit has gotten 
tighter. When we were making these regulations, we hoped to reduce 
the number of starts from something like 1.4 million to around 
850,000, now. 

Senator Roperrson. You said in your prepared statement that pres- 
ent indications are that it would exceed 800 million. What is the 
highest number of new units prior to World War II? Was there any 
year in which we had over 500,000 new units started / 

Mr. Martin. Over 500,000? 

Mr. Rozertson. Prior to World War II. 

Mr. Young. In the 1920’s, from 1922 through 1929, the figures on 
total nonfarm housing starts ran as follows: 





ee bre rub ib. week ee be Pat a tae tate a mL ee oOgore 


336 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


1923 
RII es senior  E 893, 000 
tat cane ties ngct.gn ek secoponeineeal 937, 000 | 1929 

Senator Ropertson. Now, during the 5 years of the war, when we 
had increased war production, how did the housing units run? 

Mr. Martin. 715,000 in 1941, 497,000 in 1942, 350,000 in 1943, 
169,000 in 1944, 226,000 in 1945. 5 

Senaigt Rosertson. Now, in 1949 we started 1.2 million; didn’t 
wet 

Mr. Martin. 1.025 million is the figure for 1949. 

Senator Ropertson. And in 1950 we started 1.4 million ? 

Mr. Martin. 1.4 million. 

Senator Roperrson. And in 1951 we have started already 336,000. 

Mr. Martin. Roughly about 360,000 through April. 

Senator Roperrson. And you now anticipate it will exceed 800,000 
before the year is over? 

Mr. Martin. We are estimating now about 1 million to 1.2 million. 

Senator Rorerrson. And that will exceed any previous peacetime 
year except what it has been in 1950? 

The Cuarrman. Will the Senator yield? 

Senator Ropertson. Yes. 

The CuarrMan,. That is the great concern that apparently the 
mortgage bankers have. You said at first, and I think the adminis- 
tration thought, that it would be reduced to 800,000 some odd, and 
now you say it looks like it is going to be 1.2 million. 

Mr. Martin. One million to 1.2 million. 

The CuarrMan. That difference in there has got everybody upset, 
and the bankers asked me to find out something about it. 

I had Mr. McMurray go down there and report back to me. 

Is there any further information you might give us? 

Senator Rozerrson. It is my recollection, Mr. Chairman, that some 
time last year the then Chairman of the Federal Reserve Board said 
he thought the new starts in 1951 should be held to about 600,000. 

The Cuatmrman. How are they going to finance them? That is 
what the bankers asked me. Of course, I am not a banker, so now 
I ask you. 

Seriously, would you mind commenting? 

Mr. Martrn. Seriously, I think they will be able to finance them, 
but I think they are going to have a tough time of it. 

The CuatrmMan. Do you think they will have to raise the interest. 

Mr. Martin. I just don’t know. 

The CuatrMan. It is your opinion, in other words, as Chairman 
of the Federal Reserve Board, that these people are going to have 
a tough time financing these mortgages if we run over a million 
houses ? 

Mr. Martin. That is correct. 

The Cuarrman. And you don’t care to comment on what may hap- 
pen to private industries generally at this time? 

Mr. Martin. No. 

Senator Scnorrren.. Mr. Chairman, I would like to ask a ques- 
tion in relation to this housing situation. 
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As to the new housing starts, we have many people who are manu- 
facturers interested in the heating industry, who have not been even 
listed as an essential industry, and have been cut back on a base, they 
say, of about 800,000 starts; it has just been brought out here, as it is 
beginning to show up, that there are considerably over a million starts, 
or will be this year, if it keeps on. 

What can we expect now by way of an allocation of steel to these 
folks who are going to make the furnaces to heat these homes? Don’t 
you think that is an important problem for somebody to consider, and 
put on an essential basis? 

Mr. Martin. That certainly should be considered. 

Senator Scuorrret, I am glad to hear you say that. 

If I might—— 

The Cuarrman. Senator, do you mind if I ask one more question ? 

Senator Scuorrret. No, sir. 

The Cuatrman. I don’t know that you care to comment on some- 
thing you haven’t agreed on, but the committee that is studying the new 
regulations that are going to be presented here in 10 days, or the new 
requests for laws to stop inflation; are they giving consideration to 
this so-called housing situation that we are going to run into with 1.2 
million new houses ? 

Mr. Martin. Oh, I think that has been-carefully considered. Of 
course, [ want to point out that these are just estimates. 

The Cuarrman. I understand that. 

Mr. Martin. We may be wrong on that. 

The Cuaimrman. I understand your estimates of 1.2 million, whereas 
a few minutes ago you stated 800,000 had been the goal, but the com- 
mittee is studying that in connection with the report we are going 
to fet in the next 10 days with regard to suggested legislation. 

r. Martin. Yes. 

The Cuarrman. Thank you. 

Senator Bricker. We were told last year when we passed this con- 
trol bill, by the best authorities we could go to, that if it were en- 
acted into law, the present restrictions, both in guaranties and in- 
surance that. were given, and in the control of credit generally, that 
there would be a reduction to around 800,000, and they hoped even 
lower than that. Wherein has the program failed, and why are we 
now anticipating, say, a million or more starts this year? What could 
Congress do to prevent that inflation that is a necessary result of such 
au es 

r. Martin. Well, I want to emphasize again that these are esti- 
mates, and we could be estimating on the high side. The reason there 
have been so many starts thus far is that such a large volume of ad- 
vance commitments were made before Regulation X became effective. 

The Cuamman. Will the Senator yield? 

It was almost a hoarding of commitments, because there was a dead- 
line. You will remember the reports that we got—the deadline was 
October, and there was almost a month of hoarding to get those com- 
mitments. 

Mr. Martin. That is correct. It has been very difficult. 

Senator Bricker. But still the starts continue to increase. 

Mr. Marttn. The first 4 months of this year they have been pretty 
substantial—as I said, about 360,000. 
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Now, right now mortgage credit is tighter than it has been for a | 
long time. 

Senator Bricker. ‘Of course, that is what we tried to do. 

Mr. Martin. That is forcing people to appraise starts very care- 
fully, and unquestionably it is going to have the effect of reducing 
them somewhat. We have a problem, of course, to see that there isn’t 
any undue hardship in completing structures that have been started. 
However, there is a definite tightening of the situation now. It is 
going to be several months before we-ean actually appraise the effects 
of this tightening. 

The Carman. It may be that the effect, then, of the law, or the 
regulation, with the tightened credit situation, may not show up until, 
say, the next quarter or the quarter after. It may be more effective 
than you anticipate now. 

Mr. Marty. "That is exactly right. 

Senator Bricker. So that you can’t really definitely say that the 
first 3 months are indicative of the total number of starts this year, and 
that will be projected across the whole year. 

Mr. Martin. That is right; and with due respect to our staff, I 
wouldn’t want to put too much confidence in this 1 to 1.2 million esti- 
mate. 

Senator Bricker. I can’t help but believe that the program and the 
law that we enacted are more effective than, say, to have cut 100,000 
units off from last year. 

Mr. Martin. Well, I am inclined to think so, but those that have 
been working on the subject steadily have blown hot and cold on tliis 

oint. 
. Senator Scuorrret. Mr. Martin, on this matter of credit, maybe 
you can help me out. I have been doing a little checking back. 

I have the feeling that the credit extension, or the credit we had 
available in 1939—or, in other words, the credit that we have now is 
less in ratio than it was in 1939. 

Now, what I mean by that is this: In 1939 we had an over-all situa- 
tion of about less than $73 billion of credit that was extended on a 
ratio of about, I think, 7 billions of credit extended, somewhat around 
11 percent. 

ow, we know that credit is based upon income. We all have to 
admit that as a fair premise. 

Now, in 1948, we had about $233.5 billion of income, and consumer 
credit ratio there was about $14.3 billion. 

In 1950, we had a national income of about $236.5 billion, and $20 
billion of consumer credit. 

Now, we come down in 1951, and estimate about $265 billion of 
income, and it looks like we will have an extension of credit of about 
$19.5 billion. 

Now, it seems to me if we use 1939, we do not actually have an over- 
expanded credit situation here. I would be interested in having your 
comments on that. 

Mr. Martin. I can’t give you anything on that, Senator, except the 
honest comment that I have been puzzling about how to measure it. 
I have asked our staff to make some studies along such lines—on what 
is the right relation for credit to have to gross national product or 
some other measure of. total output. I have been concerned about 
this problem for quite some time. 
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The only thing I am sure of is that, irrespective of what the rela- 
tionship may have been in the past, it is vital at this point to keep 
down credit and to divert as much credit as possible into war produc- 
tion. I don’t believe we can superimpose war output upon the present 
civilian economy without curtailing somewhere, without some saving 
and sacrifice. atever the ratio of credit to total national product 
may have been in the past, it seems to me that the problem of the future 
is very clear; we must reduce and conserve our credit, and direct it 
into the armament program. 

Senator Scuorrrex. I agree the armament program comes first and 
wants to be paramount with all of us, but if we curtail credit too 
severely, and if we shut off private industry to extend credit, don’t we 
find that we are forcing ourselves into reliance upon the Government, 
and running into a socialization program / 

Mr. Martin. I think it is very important that we maintain a proper 
balance. 

Senator Scuorrrer. That is the very reason why I was interested 
in that relationship between 1939 and 1951, now that we must have 
due regard for the over-all defense, but irrespective of that, it looks 
as if there is too great a disparity there on percentages for us to find 
out exactly where we are going. 

Mr. Martin. I can read a little item here, Senator, and put it in 
the record: 

A rough idea of the importance of installment credit in adding to purchasing 
power is obtained by comparing the increase in installment credit outstanding 
with the increase in disposable income. Between the second and third quar- 
ters of 1950, disposable personal income increased .at the annual rate of $9 bil- 
lion. At the same time, consumer installment credit outstanding was increas- 
ing at a rate of $5.2 billion per year, or 58 percent of the increase in disposable 
income. Between the third and the fourth quarter, disposable income increased 
$7 billion per annum, and installment credit increased $2.2 billion. The credit 
expansion was equal to 31 percent of the expansion in disposable income. Be- 
tween the fourth quarter of 1950, and the first quarter of 1951, disposable per- 
sonal income increased $3.8 billion. Installment credit outstanding increased at 
an annual rate of $700 million, or equal to 18 percent of the disposable income 
expansion. 

Senator Scuorrre.. That takes into consideration, of course, what 
we call “scare buying” over a period of time, which of course pyra- 
mided all out of proportion, but it would average out over a period 
of a year, of course. 

We would get a pretty good figure on that. 

Mr. Martin. That is right. 

Senator Dirxsen. Mr. Martin, I notice in your statement that 
savings bond redemptions exceeded purchases in the nine months’ 
period from June 1950, to March 1951, by a billion dollars. Is that 


na 
Mr. Martin. Yes. 
Senator Dirksen. Is that rate still in progress? 
Mr. Martin. In April, the redemptions of series A-E savings 
bonds exceeded purchases, I think, by about $90 million. 
Senator Dirksen. So on a more modest scale, it is still in progress. 
Mr. Martrn. On a more modest scale it is still in progress. 
Senator Dirxsen. Would you say piling inventories may have 
been partly responsible for that ? : 
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Mr. Martrn. I think there was some element of fear in it, but never- 
theless, you have to realize that a lot of people that had brought sav- 
ings bonds in the period 7 or 8 years ago now foresaw a period of 
scarcity and shortage in certain items that they wanted. A lot of 
people had cars, for example, that they deferred purchasing for a 
period of years, and here was an opportunity for them to get in ahead 
of the squeeze. 

The person who right after Korea thought war was right around 
the corner, and had a small number of savings bonds that he accumu- 
lated was at the point where he preferred, I think, to cash in those 
savings bonds and buy a refrigerator. 

Senator Dirksen. You express a more hopeful note about the bank 
credit situation at the moment in your statement. Is that due in part, 
at the present time, to inventory liquidation, and when that is over 
what can we anticipate in the next few months? 

Mr. Martry. Well, we just don’t know. There has been some 
liquidation of inventories, but I don’t think that it has been very 
important. However people are being more careful about the situa- 
tion. We feel that the voluntary credit restraint program, with its 
education of both the borrower and the lender as to what we are trying 
to do—together with other developments, including progress in plac- 
ing defense orders is combining to put more sanity into the economic 
situation. 

Senator Dirksen. Do you approve the provision in this bill relating 
to control of margins on commodity purchases? 

Mr. Marttn. Yes, I do. 

Senator Dirksen. Do you think that that has any appreciable and 
direct effect upon the inflationary pressures that you referred to? 

Mr. Martin. I do not think it has very much direct effect, but I 
think it is a psychological factor of considerable importance, wher- 
ever speculation is involved. 

Senator Dirksen. In other words, from your experience in the 
equity field when you were president of the New York Stock Ex- 
change, and the experience you must have had, I fancy, in the field of 
margin buying, you cannot see that control of margins as contem- 
plated in the amendments now before us has an actual effect upon 
inflation ? 

Mr. Marty. I think the tangible effect is limited. The psycholog- 
ical effect is real. 

Senator Dirksen. You think that it has justification enough to in- 
clude that kind of an additional control in this bill ? 

Mr. Martin. Under current conditions, when we have got to use all 
the weapons in the arsenal that we can command against inflation, 
I am inclined to think it is. 

Senator Dirksen. Do you approve the suggestion that we employ 
subsidies for the purpose of a weapon in this field of inflation control ? 
We went through that subsidy situation during World War II. There 
are subsidies in this bill to a limited extent, at least, and, depending 
on how you read the language, there might be more or less. We have 
some subsidy suggestions before us now in the bill, with the additional 
suggestions contained in the President’s message which accompanied 
these amendments that additional legislation may be requested in the 
subsidy field. What is your candid opinion with respect to the em- 
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ployment of subsidies and what would be the inflationary effect of 


using subsidies ? 

r. Martin. I just have to be honest with you and say I have not 
studied the subsidy provisions sufficiently to feel competent to pass 
on them. I am not trying to duck you there, but that is the real 
situation. 

I think you have got to weigh a great many factors when you talk 
about subsidies, and I am perfectly honest in saying I do not like 
subsidies. It is a field, however, you have got to study from a great 
many angles before you pass judgment on it. I just have not had 
the time to work on the subject sufficiently, to feel competent to pass 
upon a general judgment on it. 

Senator Dirksen. I can appreciate that, although I do believe as a 
general proposition it comes within the purview of the Board in this 
sense: that, if you are going to deal with the question of controlling 
credit, you have got to be reasonably certain that there is a coordi- 
nated effort so that the work that you do is not undone in some other 
field. In other words, the idea of setting the pop-off valve on the 
boiler at 150 pounds of steam pressure and then continuing to throw 
fuel under the boiler just does not appeal to me. 

Mr. Martin. I sympathize with that, but I would make this com- 
ment, that the people who have been working on the matters—pri- 
marily Mr. Wilson—have been struggling with an exceedingly difficult 
problem of what I would call a crazy quilt of operations. I think 
that Mr. Wilson has been doing a good job, on the whole, as good a 
job as any man could possibly do under the circumstances. 

Now the various segments of what go to make up this rearmament 
program are almost a lifetime study, because the individual assess- 
ment of the people sitting around the table of the seriousness of the 
situation enters into every decision. 

As I have said frequently, there are some people who think we will 
be at a war in a period of 6 months or so. There are some people 
who think we are going to have 10 or 15 years of semiarmament, mobil- 
ization, in one degree or another around the world. And there are 
other people who think we are going to build up by 1953 to sufficient 
strength that we can negotiate successfully with the Russians, or that 
we will have to go to war with them by that particular time. 

Now, in putting the picture together on all of these items, you have 
got to Seah carefully all of those assessments in determining whether, 
in the aggregate, a particular course of action is appropriate. 

Senator Dirksen. But it does seem like an anomalous situation to 
entertain the suggestion that we coordinate so many fields of endeavor 
here for the purpose of reducing the number of dollars that go chasing 
a limited supply of goods, and then seriously entertain the idea of 
dumping a few extra Federal billions in the stream in the form of 
subsidies. That seems strange to me, notwithstanding the wage- and 
price compro! provisions under the original act and amendments, but 

will not press you for any comment on that matter. 

Senator Bricker. I want to follow up a couple of questions Senator 
Dirksen has raised. I think they are far more serious than we have 
considered up to the present time, especially the subsidy provisions 
which may be only limited by the appropriation that might subse- 
quently be made. 
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Now you have a subsidy here for agricultural production, minerals, 
subsidies provided for the manufacture of goods which might be in 
scarce supply, and we cannot tell what that amount might be. It 
might run into the billions, according to future appropriations, and 
the most inflationary money that is spent at the present time is Gov- 
ernment money, and the most inflationary Government money is in the 
nature of subsidies. Is that not true? 

Mr. Martin. Well, I just would not -want to say it is the most 
inflationary money. I think you have got to try to control expendi- 
tures in every possible way. 

Senator Bricker. It is just as essential to control Government ex- 
penditures as any other expenditures. 

Mr. Martin. There is no doubt of that. 

Senator Bricker. Then let me come to the question of commodity 
exchanges again. By using the term “inflationary,” I think I agree 
entirely with you that the question of whether that is an inflationary 
pressure is questionable: Of course prices are only an evidence of 
inflation. Do you feel that the commodity exchanges and the trading 
on the exchanges has any definite long-range effect upon prices of 
commodities themselves ? 

Mr. Marttn. Oh, I think they are very important that we have 
adequate commodity exchanges, 

Senator Bricker. But does trading on the exchange affect the price 
to the consumer of the product ? 

Mr. Martin. It can affect the price to the consumer if speculation 
runs rampant. 

Senator Bricker. Has it done so, do you think! 

Mr. Martin. I have not studied it carefully enough recently to want 
to comment on whether it has or not, but on the whole it seems to me 


the regulations have been fairly effective. I think there is a very real 
psychological effect. 


he Cuarrman,. If you want to control speculation on the exchange, 
all you have got to do is control the pet or instance, when you put 


a freeze on the price of cotton in February or March of 45-point-some- 
thing on the New York Exchange, May contracts and July contracts 
just were not traded in ? 

Mr. Martin. It was just paralyzed. 

The CuarrMan. Certainly. do not see why you have to control 
the exchange when you have control over price. That is the way I 
look at it. 

Senator Bricker. The thing I had in mind was the report of the 
joint committee. I have wondered whether commodity-exchange trad- 
ing has any real effect upon price of commodity to the consumer. I 
do not know enough about it to really know. I know there is a ques- 
tion about it, or they would not have made such a report. 

Now, one other question. 

There is a way of controlling inflation.- I do not know whether it is 
politically possible to exercise it, I do not know whether there is the 
courage to do it or not, and that is through letting interest rates seek 
their level. Would there not be the most curbing effect there upon 
inflation ? 

Mr. Martin. I think it would be a very real effect, but the problem 
there is again this problem of balance and moderation. We have got 
to finance the Government. We want a healthy securities market. 
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Senator Bricker. It is that debt constantly hanging over us that 
makes the problem about tenfold what it otherwise might be. 

Mr. Martin. Exactly; and we have a very serious problem in bal- 
ancing delicately what we do. I was thinking the other day that it 
is like walking the tightrope between sanity and insanity. 

Senator Bricker. You think the balance is going toward the side of 
insanity now ¢ 

fr. n. Not yet, but we have got to weigh carefully our dual 
objectives, and I think we should use all of the devices that we have 
on a united front, and that is to fight inflation. But we also have to 
realize that. we want to increase our production, our productive ca- 
pacity across the board. And we want to build an armament that 
will keep us the strong country that we are and should be. 

Senator Bricker. You believe it is politically impossible to do as 
much as we could otherwise do with the interest rates on account of 
the debt ? 

Mr. Martin. There isa very limited amount you can do. 

Senator Bricker. I think that is right. 

The Cuarman. I might say that Senator Douglas is engaged in 
the hearing upstairs in a subcommittee of this committee and sent 
some questions down here for me to ask the chairman, and if there 
is no objection, I would ask that his legislative assistant, Mr. Philip 
Stern, ask the questions as he is more familiar with them. 

Senator Bricker. First I would like to ask just one question in 
regard to the effectiveness of the wage- and price-control features of 
this bill, and you may not care to comment on it at all. 

Mr. Martin. I just do not know, Senator. 

Senator Scnorrre,. Mr. Chairman, I would like to ask Mr. Martin 
more by way of an observation—here we have a bill that is pretty 
drastic in its original state. These amendments, as offered for our 
consideration and upon which we are basing these hearings, have 
yery definitely further drastic extension of curtailments and con- 
trols. We want to be very careful in keeping this delicate balance 
that you have been talking about here, and I know that you have 
in mind. 

But as was aptly brought out here by one of the Senators who is 
not present—and not now on the committee—Mr. Martin, do you not 
think that in all of these agencies of Government, of which yours 
is one, we should give some consideration to thinking of the time 
when we can start getting rid of these controls, and not tie our econ- 
omy up with curtailment of credit that will affect the tax structure, 
but that will permit us to balance the budget, which in my humble 
opinion is a cardinal factor to take into consideration in controlling 
inflation. 

Mr. Martin. I think we ought to keep that in front of us all the 
time. 

Senator ScHorrre.. I am glad to hear you say that, because I think 
too often we do not stop to consider efforts, studied efforts, directed 
toward ‘eliminating these controls. Many times we are forced to 
go by way of the legislative route to eliminate them, which I think is 
bad government. T think it would be a mark of distinction and a 
great credit to this country if men like you in this agency and other 
agencies could also be preparing a Eloioint, accelerated toward 
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eliminating this and that segment of control. This will create confi- 
dence in our great free enterprise system. I hope you agree with me 
in general on that. 

Mr. Martin. I agree with you in general on that. 

Senator Moopy. Mr. Martin, I would like to point out that the 
Director of Defense Mobilization, Mr. Wilson, has anticipated that 
when production of civilian as well as military goods has been raised, 
in a couple of years from now, there is every anticipation that con- 
trols will be lifted. This is merely a temporary device to keep things 
from running away while there is a gap between the consumer goods 
available and the amount of purchasing power available on the market. 
Would you not agree with that, sir? 

Senator Scnorrre.. I agree with that, but I also agree, Senator 
Moody, that personalities and characters change and are removed, 
and somebody else moves in, and we do not know the pattern of 
those individuals. Therefore I say it becomes an agency matter, 
and I would rather put it on the fundamentally sound basis of respon- 
sibility to the people of the country who want to know and to feel and 
to sense that those agencies are looking toward the day when they 
will unshackle rather than to shackle. 

Senator Moopy. I just wanted to point out, Senator, that there is 
every impulse on the part of the people who are conducting this thing 
to get rid of controls as soon as it is safe to do so from the national 
standpoint. 

Senator Bricker. Let me say for the benefit of the Senator from 
Michigan that I came to this Congress with all the prophecies made 
for peace in the world. We had the United Nations, we had the 
International Bank. We were promised peace through the Atlantic 
Pact, and during those early years when I was down here I did try 
desperately to get rid of some of the controls that had been in effect 
during the war. I say to you very sincerely that, when we put these 
controls on, they will not be taken off in 2 years, or they will not be 
taken off in the lifetime of any man here in the Senate now. That is 
my personal feeling, because of the opposition which we faced in the 
early days after the war in trying to get rid of some of the controls 
I felt were out of place and ineffective and not needed. I say I was 
wrong in my judgment about anticipating peace. I took the promises 
and assurances too literally as being real when they were not. That 
is not ascribing any wrong motives or representations to the Con- 
gress, but I do know once these controls go in it is an almost im- 
possible job to get them off. 

The Cuatrman. I might say this, that I feel certain, when we put 
on controls for any length of time, they are not going to automatically 
expire. In the last war from 1941 on we had a question of the Presi- 
dent’s war powers, and all those things. But I do not think we will 
do that this time. I think we might have this law for 2 years, or 1 
year, or have it so Congress can take it off when we want to. 

Senator Bricker. I think the best way this time, Mr. Chairman, is 
to put a limit on the time of this bill so the Congress will have a 
continuing control over it. 

The Cuarrman. That is right. 


Senator Moopy. I would like to point out one thing to the Senator 
from Ohio. It is true peace has not yet been brought about in the 
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world, but I might point out we have a relentless and ruthless enemy 
after us, and it is not entirely the fault of the people who would be 
glad to get rid of the controls sooner, because we are not operating in a 
vacuum. We have to stand up against the Russians. 

Senator Bricker. I did not mean to get into any debate as to why 
Russia is what she is today. I just want to say that I cannot take the 
assurances of Mr. Wilson or anybody else that these controls will or 
can be taken off. We all hope they can be taken off. I know that is 
true. 

Senator Moopy. We certainly concur in that. 

The Cuarrman. I think I can concur with the Senator. Mr. Stern, 
ae go ahead and ask the questions Senator Douglas wanted 
toa 

Mr. Stern. I am not sure that he had specific questions. He mainly 
wanted to express his satisfaction with the trend in bank credit and 
Federal Reserve holdings of Government securities since April 4, 
which is roughly since you came into the Federal Reserve. This 
trend is shown in the fact that the Federal Reserve holdings of se- 
curities have gone down about $370,000,000 since then. The member- 
bank reserves have gone down $308,000,000 since April 4. 

I think Senator Douglas wanted to point out for the record as well, 
though, as against the favorable trend of the past month the things 
that happened since a year ago, that is from March 1950 to the end of 
March 1951. These figures show how the very roots of the inflation 
took hold during that year when the open-market purchases were 
unlimited. They show that loans and discounts on the part of all 
commercial banks went up between the end of March 1950 and the end 
of March 1951 by about 10.7 billion, while their holdings of Govern- 
ment obligations went down by $7,000,000. 

I think Senator Douglas wanted to point out the urgency of con- 
tinuing the trend that has shown itself, particularly since the Federal 
Reserve has stopped supporting the Treasury conversion, the urgency 
of holding that line in the future, and of not returning to unlimited 
open-market purchases, 

The only other thing he might have wanted to bring up, I think, 
was the statement made by Secretary Tobin with relation to com- 
modity speculation. Secretary Tobin said: 

Speculation on a large scale was also a factor in the advance during the 
last half of 1950. Not only were the professionals playing the futures market, 
but also industries and individuals were building their inventories of goods as 
fast as possible. 

As I understand it, the level of the commodity trading went up 
quite considerably in the last half of 1950; is that true? 

Mr. Martin. That is correct. 

Mr. Srern. Would that indicate that some individuals who were 
ordinarily not professional commodity traders were entering into the 
market who oor not been trading before ? 

Mr. Martin. I would be inclined to think so. 

Mr. Stern. And some specific commodity prices had very sharp 
price rises during the last half of the year, did they not? I believe 
soybeans went up some 50 percent in a few months. 

Mr. Martin. There were many rises. 
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Mr. Srern. Would not such rises have a tendency to press against 
price ceilings, even though price ceilings were im at the con- 
sumer level? 

Mr. Martin. I do not think there is any question about that. 

Mr. Stern. But still you feel that commodity speculation in the 
last half of 1950, or since Korea, has not had a marked inflationary 
effect ? 

Mr. Martin. I do not think it has been controlling, of course. 

Mr. Srern. Well, it may not have been controlling but do you think 
it was not even significant ? 

Mr. Marttn. I do not think it was any more significant than all 
the other scare operations that were engaged in. 

Mr. Stern. But that would indicate it was a contributing factor ¢ 

Mr. Martin. It was a contributing factor. 

Mr. Srern. And if individuals who were nonprofessionals had 
been discouraged from entering the market, there would have been 
less of an inflationary effect since Korea ? } 

Mr. Martin. It would have been better. 

Senator Bricker. I have just one more question, Mr. Martin. We 
talked about this a little bit at the beginning, and that was the letter 
of Mr. Wilson on May 7 to the governors and to the mayors of the 
municipalities asking them to cooperate with the voluntary credit 
control program. 

I want to commend you upon this voluntary Credit Restraint Committee pro- 
gram. I think it will be effective, and as I looked over the list of men, you 
certainly couldn't have picked a much better group of men than you have gotten 
there, from the reputations I know they have. 

It is a very difficult thing, though, to enforce, and you can’t enforce, I suppose, 
under our constitutional system, any such restrictions on the States or munici- 
palities except through the control of materials, the allocation of materials, and 
of course you have the power and authority to do it. 

What more would you suggest? The only thing that has been called 
to our attention at the present time is the issue of the soldiers’ bonus 
bonds in West Virginia, and I can understand immediately how the 
Government officials would react there, the people have voted them, 
and it was their duty under the law to put them out and to offer them, 
and to pay the bonuses. Is there anything you have got to sug est 
supplementing Mr. Wilson’s letter as to how such measures cou i be 
carried out except through the voluntary cooperation of the States, 
and that would be through the legislature on a matter like the West 
Virginia bonus? 

r. Martin. Well, I think to be effective, that type of thing has to 
be voluntary. If it does not have public support, I think it is not 
likely to be successful. 

Senator Bricker. You cannot force it. It is a matter of education, 
a matter of cooperation. 

Mr. Martin. If we have all-out war, that is a different story. You 
would have public support then. 

The Cuarrman. Well, that has been the great fault, the lack of pub- 
lic support in so many things. 

Mr. Martin. That is right. 

The Cuarrman. Are there any further questions, gentlemen ? 

The meeting this afternoon will be held in this room at 2:30. The 
State Department officials who have charge of the material we have 
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asked for will be here. It will be an executive session with only Sen- 
ators present. 

Senator Bricker. I know the chairman would not want me to over- 
look this. I do want to express a word of appreciation to Mr. Martin 
for the great help he has been to us this morning. I think it has been 
one of the most instructive sessions we have had. 

The Cuamman. I want to join my good friend, the Senator from 
Ohio, in expressing our deep appreciation, and I look forward with 
much interest to the amendments we might have to discuss in 10 days. 

(The following were received for insertion in the record: ) 


Hovsine AND HoMgE FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., May 15, 1951. 
Re S. 1397, Eighty-second Congress. 


Hon. Burnet R. MAYBANK, 
Chairman, Committee on Banking and 
Currency, United States Senate, Washington, D. C. 


Dear SENATOR MAyBANK: This letter is with reference to your announcement 
that the Committee on Banking and Currency is prepared to hear all the Gov- 
ernment officials who will be charged with the administration of the Defense 
Production Act of 1950 as it would be amended by S. 1397, which you introduced 
at the request of the executive branch. As you know, there are a number of basic 
provisions of the bill (particularly those affecting rent stabilization and the 
production or use of building materials) which would have important effects on 
housing in general and on the operations of this Agency. We strongly recommend 
the enactment of those provisions. Adequate rent control must necessarily be an 
important part of an effective economic stabilization program for the country. 
It is of vital importance in all areas of housing shortage, especially where military 
personnel or civilian workers required for carrying out national defense activities 
must be brought in from other localities. 

There is one section of the bill, section 106, relating to the control of credit, 
which would directly affect the day-to-day operations of this Agency and con- 
cerning which this Agency is in a position to assist your committee in its consid- 
eration of S. 1397. Paragraph (a) of that section would authorize the regulation 
of non-Government-aided real estate credit without the limitation to:“new con- 
struction” now contained in the law. Under Executive Order 10161, regulation 
of non-Government-aided real estate credit is the responsibility of the Board of 
Governors of the Federal Reserve System. Accordingly detailed information 
concerning the need for the proposed additional authority in the light of the 
Board’s recent experience in the control of conventional credit is no doubt being 
made available to you by the Board. However, in view of the importance of 
achieving a maximum degree of consistency in the control of all real-estate credit, 
and in view of the close working relationship between the Housing and Home 
Finance Agency and the Federal Reserve Board in the field of residential credit 
controls, we would like to comment on this provision of the bill very briefly, and 
to indicate why we fully concur in the recommendations which the Board has 
made to your committee. 

The basic objective of residential credit controls is, of course, twofold. By 
cutting down the total volume of new construction and by channeling such con- 
struction so that it fills essential defense housing needs, the controls effect impor- 
tant savings in critical materials, labor, and facilities which are needed for 
defense purposes. The second and equally important purpose of these credit 
controls is the elimination of inflationary pressures in the housing market which 
threaten to force the prices of shelter beyond the reach of most consumers and 
also add a dangerous support to the general inflationary pressures which jeopard- 
ize the stability of the economy as a whole. It is in connection with this purpose 
that it is necessary to provide authority for the control of credit on existing 
homes. The absence of such authority leaves a serious gap in our defense against 
inflation. It is obvious that in a period when housing demand exceeds supply, 
our efforts to reduce demand in the “new housing” market through credit controls 
tend to shift the excessive demand into the uncontrolled existing house market. 
This can only lead to greater inflation in the prices of existing homes. This sit- 
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Mr. Srern. Would not such rises have a tendency to Sarge on 
at the con- 


price ceilings, even though price ceilings were impose 
sumer level ? 

Mr. Martin. I do not think there is any question about that. 

Mr. Stern. But still you feel that commodity speculation in the 
last half of 1950, or since Korea, has not had a marked inflationary 
effect ? 

Mr. Martrn. I do not think it has been controlling, of course. 

Mr. Srern. Well, it may not have*been controlling but do you think 
it was not even significant? 

Mr. Martrn. I do not think it was any more significant than all 
the other scare operations that were engaged in. 

Mr. Stern. But that would indicate it was a contributing factor? 

Mr. Martin. It was a contributing factor. 

Mr. Srern. And if individuals who were nonprofessionals had 
been discouraged from entering the market, there would have been 
less of an inflationary effect since Korea ? , 

Mr. Martin, It would have been better. 

Senator Bricker. I have just one more question, Mr. Martin. We 
talked about this a little bit at the beginning, and that was the letter 
of Mr. Wilson on May 7 to the governors and to the mayors of the 
municipalities asking them to cooperate with the voluntary credit 
control program. 

I want to commend you upon this voluntary Credit Restraint Committee pro- 
gram. I think it will be effective, and as I looked over the list of men, you 
certainly couldn't have picked a much better group of men than you have gotten 
there, from the reputations I know they have. 

It is a very difficult thing, though, to enforce, and you can’t enforce, I suppose, 
under our constitutional system, any such restrictions on the States or munici- 
palities except through the control of materials, the allocation of materials, and 
of course you have the power and authority to do it. 

What more would you suggest? The only thing that has been called 
to our attention at the present time is the issue of the soldiers’ bonus 
bonds in West Virginia, and I can understand immediately how the 
Government officials would react there, the people have voted them, 
and it was their duty under the law to put them out and to offer them, 
and to pay the bonuses. Is there anything you have got to suggest 
supplementing Mr. Wilson’s letter as to how such measures cou i be 
carried out except through the voluntary cooperation of the States, 
and that would be through the legislature on a matter like the West 
Virginia bonus? 

r. Martin. Well, I think to be effective, that type of thing has to 
be voluntary. If it does not have public support, I think it is not 
likely to be successful. 

Senator Bricker. You cannot force it. It is a matter of education, 
a matter of cooperation. 

Mr. Martin. If we have all-out war, that is a different story. You 
would have public support then. 

The Cuamrman. Well, that has been the great fault, the lack of pub- 
lic support in so many yee 5 

Mr. Martry. That is right. 

The Cuairman. Are there any further questions, gentlemen ? 

The meeting this afternoon will be held in this room at 2:30. The 
State Department officials who have charge of the material we have 
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asked for will be here. It will be an executive session with only Sen- 
ators present. 

Senator Bricker. I know the chairman would not want me to over- 
look this. I do want to express a word of appreciation to Mr. Martin 
for the great help he has been to us this morning. I think it has been 
one of the most instructive sessions we have had. 

The Cuamman. I want to join my good friend, the Senator from 
Ohio, in expressing our deep appreciation, and I look forward with 
much interest to the amendments we might have to discuss in 10 days. 

(The following were received for insertion in the record: ) 


Hovusine AND HoMeE FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., May 15, 1951. 
Re 8. 1397, Eighty-second Congress. 


Hon. Burnet R. MAYBANK, 
Chairman, Committee on Banking and 
Currency, United States Senate, Washington, D. C. 


Deak SENATOR MAyBANK: This letter is with reference to your announcement 
that the Committee on Banking and Currency is prepared to hear all the Gov- 
ernment officials who will be charged with the administration of the Defense 
Production Act of 1950 as it would be amended by 8. 1397, which you introduced 
at the request of the executive branch. As you know, there are a number of basic 
provisions of the bill (particularly those affecting rent stabilization and the 
production or use of building materials) which would have important effects on 
housing in general and on the operations of this Agency. We strongly recommend 
the enactment of those provisions. Adequate rent control must necessarily be an 
important part of an effective economie stabilization program for the country. 
It is of vital importance in all areas of housing shortage, especially where military 
personnel or civilian workers required for carrying out national defense activities 
must be brought in from other localities. 

There is one section of the bill, section 106, relating to the control of credit, 
which would directly affect the day-to-day operations of this Agency and con- 
cerning which this Agency is in a position to assist your committee in its consid- 
eration of 8.1397. Paragraph (a) of that section would authorize the regulation 
of non-Government-aided real estate credit without the limitation to: “new con- 
struction” now contained in the law. Under Executive Order 10161, regulation 
of non-Government-aided real estate credit is the responsibility of the Board of 
Governors of the Federal Reserve System. Accordingly detailed information 
concerning the need for the proposed additional authority in the light of the 
Board's recent experience in the control of conventional credit is no doubt being 
made available to you by the Board. However, in view of the importance of 
achieving a maximum degree of consistency in the control of all real-estate credit, 
and in view of the close working relationship between the Housing and Home 
Finance Agency and the Federal Reserve Board in the field of residential credit 
controls, we would like to comment on this provision of the bill very briefly, and 
to indicate why we fully concur in the recommendations which the Board has 
made to your committee. 

The basic objective of residential credit controls is, of course, twofold. By 
eutting down the total volume of new construction and by channeling such con- 
struction so that it fills essential defense housing needs, the controls effect impor- 
tant savings in critical materials, labor, and facilities which are needed for 
defense purposes. The second and equally important purpose of these credit 
controls is the elimination of inflationary pressures in the housing market which 
threaten to force the prices of shelter beyond the reach of most consumers and 
also add a dangerous support to the general inflationary pressures which jeopard- 
ize the stability of the economy as a whole. It is in connection with this purpose 
that it is necessary to provide authority for the control of credit on existing 
homes. The absence of such authority leaves a serious gap in our defense against 
inflation. It is obvious that in a period when housing demand exceeds supply, 
our efforts to reduce demand in the “new housing” market through credit controls 
tend to shift the excessive demand into the uncontrolled existing house market. 
This can only lead to greater inflation in the prices of existing homes. This sit- 
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uation will be further intensified as defense activities increase in areas of housing 
shortage, thus making it more difficult for defense workers to find housing at 
prices they can afford. 

Paragraphs (b) and (c) of section 106 of the bill would make certain necessary 
technical changes in connection with section 605 of the Defense Production Act 
of 1950, the section which contains the basic authority for controls on Govern- 
ment-aided residential credit. These changes are for the purpose of clarifying 
the power to enforce conditions and requirements imposed by the Housing and 
Home Finance Agency in connection with the relaxation of residential credit 
controls under section 605. The need for these technical changes is immediate 
in view of the relaxations of such contrels now being made for the purpose of 
assisting the production of housing required for defense workers and military 
personnel in critical defense housing areas. 

Residential credit restrictions are being relaxed under both section 602 of 
the Defense Production Act (relating to non-Government-aided credit) and 
section 605 of that act (relating to Government-aided housing credit). As you 
know, the restrictions under section 602 are contained in Regulation X of the 
Federal Reserve Board, and the corresponding restrictions under section 605 
are contained in the appropriate issuances of the Housing and Home Finance 
Administrator and the agencies administering the programs of housing credit 
involved (FHA, Veterans’ Administration, and the Department of Agriculture). 
The relaxations of these restrictions are being approved by the Housing and 
Home Finance Administrator with the concurrence of the Federal Reserve Board 
for areas designated as critical defense areas by the Defense Production Admin- 
istrator. The actual relaxation of credit terms (maximum ratio of loan to 
value of property and maximum maturity of loan) are made by changes in 
the regulations to which reference has just been made. However, such relaxed 
terms can be applied under those regulations only to housing programed for the 
areas by the Housing and Home Finance Administrator for sale or rental to 
defense workers and military personnel. 

As a condition to the granting of such relaxations (whether the loans are 
Government-aided or not), the builder-sponsor or subsequent owner of the housing 
much conform to the requirements imposed by the Housing Administrator to 
assure that the housing will be provided and used to serve the needs of defense 
workers and military personnel and of the defense installations. Enclosed are 
copies of Housing and Home Finance Agency Regulations CR 1, CR 2, and CR 3 
which deal with this subject. As reflected in those regulations, the owners of 
housing aided by credit relaxations must, in return for receiving the benefit 
of the relaxed credit terms, rent or sell the housing for a prescribed time only 
to eligible defense workers or military personnel and must comply with other 
conditions designed to assure that the housing will actually serve defense needs. 

In order to assure that these conditions will be complied with and that the 
relaxation of credit controls will not be diverted by some owners to nondefense 
purposes, it is necessary that these conditions be readily enforceable. With 
respect to credit controls under section 602, there is clear and specific authority 
for this purpose. With respect to the Government-aided credit controls under 
section 605, however, there is need for clarifying the present general authority. 
Section 106 of the bill would accomplish this purpose. 

Paragraph (b) of section 106 would make violations under section 605 of the 
act subject to the criminal penalties imposed by section 603. Violations under 
section 602 are already subject to such penalties. Paragraph (c) of section 
106 would specifically authorize the President to require lenders and borrowers 
to comply with reasonable conditions and requirements (in addition to those 
authorized by other laws) in connection with any loan of a type which has 
been the subject of action by the President under section 605. It also provides 
that such conditions and requirements may vary for classifications of -persons 
or transactions as the President may prescribe, and failure to comply with these 
conditions and requirements would constitute a violation of that section. 

Sincerely yours, 
RayMOND M. Fotey, Administrator. 
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THE WHITE House, 
Washington, May 31, 1951. 





Hon. Burnet R. MAYBANK, 
Chairman, Senate Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


DeaR Mr. CHAIRMAN: I am sending to you herewith several copies of a report 
concerning credit policies, which has been submitted to the President in response 
to his request. 

The President thought this report would be of interest to the members of your 
committee, particularly with reference to the amendment and extension of the 
Defense Production Act which you are now considering. 

Sincerely yours, 












CHARLES 8S. MURPHY, 
Special Counsel to the President. 












EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, May 17, 1951. 






The PRESIDENT, 
The White House, Washington, D. C. 

Dear MR. PRESIDENT: Referring to your memorandum of February 26, 1951, 
addressed to the Secretary of the Treasury, Chairman of the Board of Governors 
of the Federal Reserve System, the Director of the Office of Defense Mobiliza- 
tion, and the Chairman of the Council of Economic Advisers, asking us to study 
ways and means to provide necessary restraint on private credit expansion and 
at the same time make it possible to maintain stability in the market for Gov- 
ernment securities, I am enclosing herewith a signed report of this committee. 

I have been acting as Chairman of the Committee, and the report speaks for 
itself. 

Sincerely yours, 












CHARLES E. WILSON. 






REPoRT OF THE FouR-MEMBER COMMITTEE APPOINTED FEBRUARY 26, 1951 


INTRODUCTION 







The President’s memorandum of February 26, 1951, to the Secretary of the 
Treasury, the Chairman of the Board of Governors of the Federal Reserve System, 
the Director of Defense Mobilization, and the Chairman of the Council of Eco- 
nomic Advisers stated: “I am requesting the Secretary of the Treasury, the 
Chairman of the Federal Reserve Board, the Director of Defense Mobilization, 
and the Chairman of the Council of Economic Advisers to study ways and means 
to provide the necessary restraint on private credit expansion and at the same 
time to make it possible to maintain stability in the market for Government 
securities.” 

The present problem of restraining the expansion of credit must be attacked 
under conditions differing vastly from those of any other inflationary period in 
the Nation’s history. Toa large degree the problem is fashioned by the continu- 
ing influence of the tremendous accumulation of public debt during World War II, 
and by the imminent task not only of refunding the large portion of that debt 
which matures in the near future but also of undertaking new financing. Condi- 
tions in the market for Government securities become, therefore, a compelling 
consideration. Within this framework, nonetheless, restraints must be exerted 
on over-all credit expansion, particularly for nondefense purposes, in order to 
keep combined Government and private demands within the bounds of available 
supplies of goods and services and yet not interfere with the maximum possible 
expansion of output in vital lines. 

We submit to you in the present report (1) a brief review of current problems 
of credit control, as they have emerged in the postwar period and as we face 
them in connection with the national defense effort; (II) a review of the accom- 
plishments in these fields since your memorandum of February 26; (III) a sum- 
mary of credit controls available under permanent, expiring, and proposed legis- 
lation; and (IV) our conclusions and recommendations with respect to further 
needed actions. 
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I. CURRENT PROBLEMS OF CREDIT CONTROL 


During World War II, because of the large Government deficits, banks and 
other financial institutions and many other investors bought large quantities of 
Government securities. In the postwar period, Federal Reserve use of tradi- 
tional instruments to restrain credit was conditioned by the objective of main- 
taining a market for these securities without a substantial and general increase 
in interest rates. This latter objective limited the effective use of open-market 
operations for purposes of counteracting inflation. The possible restrictive effect 
of increases in reserve requirements was also limited by the large holdings of 
Government securities by banks and other institutions. 

General credit control again became a~matter of national concern when new 
inflationary pressures developed after the initiation of the expanded defense 
program. Various measures were adopted by the Federal Reserve and other 
Government agencies in this period to restrain credit expansion. Nevertheless, 
the needs of public debt management, the large available supply of liquid assets, 
and the increased accent upon full employment and production, continued to 
limit the Federal Reserve Systems’ pursuit of a more effective policy of credit 
limitation. 

The period since the outbreak in Korea has been characterized by anticipation 
on the part of consumers and business concerns of the effects of the expanded 
national security program. This anticipatory buying was financed in a variety 
of ways. Credit expansion was one of the available means which financed 
the enhanced demand, and the support policy was one of the factors which 
facilitated credit expansion. Commercial banks and other financial institutions 
were in a favorable position to extend credit, since they could always sell Gov- 
ernment securities and Federal Reserve System stood ready to make purchases 
whenever other investors were not ready to buy at prevailing prices. While any 
feasible Federal Reserve policy could not have prevented individuals and busi- 
ness concerns from financing their purchases, a stronger policy of credit restraint 
could have made it more difficult and would have reduced the total amount. 
Part of the credit extended, of course, was necessary, and as a result the 
American economy today is better stocked and better tooled for tackling a large 
defense production program than it was at the time of the Korean outbreak. 

The fact that some credit extension serves a highly useful purpose in the 
defense effort, while other is less useful or even harmful under present circum- 
stances, makes it desirable to use credit controls as selectively as possible. 
While selective credit controls, such as consumer credit, real estate credit, and 
credit for securities markets, have a continued usefulness in the mobilization 
period, general credit curtailment, or a general rise in interest rates, does not 
have so selective an impact in relation to defense priorities. General credit 
control is, however, essential to reinforce the effectiveness of the voluntary and 
other efforts of restraint. The objective of a discriminating credit policy is 
further aided by Government agencies through loan guaranties, tax, amortiza- 
tion, and direct financial aid to defense-related activities. Supplemented by such 
programs, general credit controls are an effective instrument in the program of 
mobilization and stabilization. They must, of course, be reconciled with the 
Government’s requirements for refunding and new financing. 

Credit policy will be modified in character and intensity as the mobilization 
effort passes through various stages. We are now shifting from the preparatory 
to the production phase of the defense effort. In the preparatory stage, private 
credit expanded while Government budgets showed a surplus. Expenditures for 
the defense programs have now commenced to increase substantially and as long 
as these expenditures are not financed on a pay-as-we-go basis the Treasury will 
be faced with the need for deficit financing in addition to large refunding 
operations. There is at the same time no certainty that private demand for 
investment and credit will subside. At the peak of defense production direct 
controls of materials may curtail private credit demands. But physical controls 
are still in the developmental stage and their full effect cannot be foreseen. We 
are facing therefore a period in which we have to deal with both the problem 
of Federal financing and the need for controlling private credit expansion. 

The large existing inventories and the fluctuations in the public’s appraisal 
of the seriousness of the international situation may create a temporary relaxa- 
tion in the demand for credit. Such a relaxation, however, may be of short 
duration only, and the slightest darkening of international relations may set in 
motion another wave of buying. 
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Even if requirements of national security should remain high for a consider- 
able time, we hope that an increase in total output may, after a few years, 
permit a relaxation or modification of physical controls. We would then enter 
another stage, still fully within the period of mobilization, during which some 
expansion in the production of consumer goods and in private investment might 
lead to a renewed growth in demand for private credit. In that event, our chief 
reliance must be on fiscal, monetary, and credit policy. 


Il, ACCOMPLISHMENTS 


There has been a substantial record of accomplishment since the President 
appointed this committee on February 26, 1951. 

On March 4, the Treasury and the Federal Reserve System announced that 
they had reached “full accord with respect to debt-management and policies to 
be pursued which would affect the successful financing of the Government’s 
requirements and, at the same time, would minimize monetization of the public 
debt.” 

On March 4, the Treasury announced the offering of a new investment series 
of 2% percent long-term non-marketable bonds in exchange for the outstanding 
2% percent marketable bonds of June 15 and December 15, 1967-72. Sub- 
sequently, during the time allowed investors for the exchange, more than $13.5 
billion of the outstanding amount of $19.7 billion of 24% percent marketables 
were offered in exchange for the new non-marketables. Of the total exchange, 
$5.6 billion were owned by the Federal Reserve banks and Government invest- 
ment accounts, and of these approximately 20 percent was acquired in the few 
weeks prior to the Treasury’s announcement and during the period in which 
exchange was permitted. 

Since March 5, prices of outstanding Government securities have been per- 
mitted to decline, a number of the issues falling below par. An important re- 
sult of this action has been the effect in the markets for mortgages and new 
capital issues. 

It is still too early to appraise conclusively the effectiveness of ‘this measure. 
It may be noted that, beginning in April, the rate of expansion in bank loans 
began to slacken. But this change may also reflect seasonal factors in the de- 
mand for credit, the softening of consumer demand that became apparent in 
that month, and voluntary credit restraints then undertaken, as well as the de- 
cline of security prices. It appears that new commitments by insurance com- 
panies and savings banks to purchase mortgages have been reduced. Some 
plans for new securities to be issued have been withdrawn or postponed and 
others have had to be revised, although the total volume of new issues has 
continued very large. The new tone in the market may have an important 
effect upon many new offerings that were, or might otherwise have been, con- 
templated. 

4. On March 9, a program for voluntary credit restraint was instituted by 
the Board of Governors of the Federal Reserve System, pursuant to section 
708 of the Defense Production Act of 1950, after consultation with the Office 
of the Attorney General and with the Federal Trade Commission. This program 
is now in full operation and includes major financial institutions throughout 
the Nation. The program has set up a national committee as well as regional 
committees covering all sections of the country. 

The national committee has issued three bulletins, the first dealing with 
means of restraining inventory financing, the second with the principles to be 
followed in financing capital expansion programs and the third with State and 
local government financing. These bulletins, together with the Statement of 
Principles of the Program, have been distributed to all financing institutions 
participating in the program to provide a common guide for combating in- 
flationary loan expansion in their respective fields. Other bulletins, as may be 
appropriate and helpful, will be issued from time to time. Meanwhile financing 
institutions are requesting the regional committees for opinions as to the desir- 
ability under present conditions of loans in debatable classes. These opinions 
are being relayed to all committtees to insure uniform policy Nation-wide. 

While there has not yet been time to build up a body of statistical information 
to enable the Committee to analyze thoroughly the effects of the program, there 
are indications that the initiation of the program has had a salutary effect 
on the trend of credit. 

Endorsements of the program and pledges of wholehearted cooperation have 
been received from many representative industry groups. Under these cir- 
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cumstances, those connected with the program are most encouraged, and it is 
the committee’s view that the authorization for this unique cooperative effort 
as one means of restraining the further expansion of private credit should be 
continued. 

On March 12, the Director of Defense Mobilization appointed five task forces 
from among the personnel of the Treasury, Board of Governors of the Federal 
Reserve System, the Council of Economic Advisors, and the Office of Defense 
Mobilization to implement the joint studies of these agencies undertaken in 
response to the President’s memorandum. 

On March 23, the Director of Defense Mobilization wrote the Secretary of 
Commerce, referring to the President’s memorandum of February 26, 1951, and 
suggested that the Business Advisory Council of the Department of Commerce 
undertake a program to complement the voluntary credit restraint program. 
The implication of the letter was that efforts of lending institutions to limit 
credit expansion would be more effective if borrowers exercised restraint in 
their requests for financing. As a result, the Business Advisory Council has 
undertaken a continuing Nation-wide program to bring to the attention of lenders 
and borrowers the fact that the success of the voluntary credit restraint program 
rests equally on both of them. 

On May 7, the Director of Defense Mobilization wrote the governors of all 
States, the mayors of all major cities, and financial officers of principal counties 
and other political subdivisions. He requested that all State and municipal 
projects, which necessitated borrowing and which were postponeable, be post- 
poned. In particular, he asked that every proposed borrowing by a State or 
municipality of $1,000,000 or over, before being consumated, receive the approval 
of one of the regional committees appointed under the voluntary credit restraint 
program. 


III. CREDIT CONTROLS AVAILABLE UNDER PERMANENT LEGISLATION, EXPIRING 
LEGISLATION AND PROPOSED LEGISLATION 


The following summary indicates the more important actions for credit 
restraint that can be taken under exisiting legislation, that can be employed if 
expiring legislation (notably the Defense Production Act of 1950) is extended, 
and that could be initiated if new legislation were passed in conformance with 
the recommendation made by the committee. Such a classification clarifies 
the problem and indicates the responsibilities of the several branches and 
agencies of the Government in implementing a program designed to achieve 
credit restraint and stability in the market for Government securities. 


1. Permanent legislation 


(a) The Federal Reserve System has power to change rediscount rates. 

(0b) The Open Market Committee of the Federal Reserve System has the 
authority to conduct open-market operations in Government securities and such 
transactions can be undertaken with a view to stabilizing the market for such 
securities and tightening or relaxing credit conditions. 

(c) Existing legislation would permit the Board of Governors of the Federal 
Reserve System to raise reserve requirements of central reserve city banks very 
slightly above existing levels. 

(d) Under existing legislation the Board of Governors can amend regulations 
T and U so as to raise margin requirements for listed securities to 100 percent, and 
restrict withdrawals and substitutions of securities in margin accounts. 

(e) Section 5 of the Trading With the Enemy Act of 1917, as amended, and 
section 4 of the Emergency Banking Act of 1933 authorize the President, by 
Executive order, to regulate and limit the issuance of credit. While these powers 
should not be exercised except in an extraordinary emergency, the statutory 
authority appears to be sufficient. 


2. Expiring legislation 

(a) Section 708 of the Defense Production Act of 1950 provides the legislative 
basis for the present voluntary credit restraint program. 

(b) Regulation X of the Board of Governors of the Federal Reserve System, 
which governs the extension of real estate construction credit, stems from 
authority granted the President under section 602 of the Defense Production Act 
of 1950; he in turn is permitted to utilize the services of the Federal Reserve 
System in this connection. Present authority would permit the Board of 
Governors to restrict the use of real estate construction credit substantially 
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more than has already been done. Should the proposed change in the act be 
enacted (H. R. 3871 and S. 1397, 82d Cong., Ist sess., sec. 106), it would be 
possible to restrain the use of real estate credit in the purchase of existing 
structures. 

(c) Section 601 of the Defense Production Act of 1950 authorizes the Board 
of Governors of the Federal Reserve System to exercise consumer credit controls 
in accordance with Executive Order 8843 (August 9, 1941). Regulation W 
of the Board of Governors restricts the use of consumer credit; the use of 
such credit could’ be tightened substantially beyond the degree currently 
permitted. 


8. Proposed legislation 


(a) As noted above, section 106 of H. R. 3871 and S. 1397 would permit restric- 
tions on the use of real-estate credit in connection with the purchase of existing 
structures. 

(b) Section 611 of H. R. 3871 and S. 1397 would permit the President, when- 
ever he determines that speculative trading on boards of trade causes or threatens 
to cause unwarranted changes in the price of any commodity, to prescribe rules 
governing the margin to be required with respect to speculative purchases or 
sales for future delivery. The provisions of section 21 of the Securities and 
Exchange Act of 1934 are made applicable in administering and enforcing this 
provision. 

(c) Reserve requirements of commercial banks have been raised virtually 
to the limits of existing authority. 

It is recommended that, as an emergency measure, legislation be sought to 
empower the Reserve authorities for a limited period to impose additional 
reserve requirements, either increasing the authorized percentages or in some 
other appropriate way that will have a minimum adverse effect on the Govern- 
ment security market. The refunding and new issue operations of the Treasury 
in the last half of this calendar year alone amount to in the neighborhood of 
$50 billion. Under these circumstances, it is imperative that any additional 
requirements for bank reserves imposed by the Federal Reserve should be such 
that they do not have a disruptive effect on the market for Government secu- 
rities. In view of the emergency such requirements should apply to all insured 
banks. The feasibility of permitting nonmember insured banks to hold the 
additional reserves in balances with their correspondents should be explored. 

The task force on supplementary reserve requirements has considered various 
plans for reenforcing existing bank reserve requirements and has reported 
that two plans offer the greatest promise, namely, (1) the loan expansion 
reserve plan and (2) the primary (securities feature) reserve plan, which 
provides for additional required reserves and gives a bank, under conditions 
to be prescribed by regulation, the option of holding the additional reserves in 
the form of cash or Government securities. 

The provisions of these plans may be summarized as follows: 

Loan expansion reserves.—Every insured bank receiving demand deposits, 
other than a mutual savings bank, would be required to maintain additional 
reserves equal to a percentage, to be prescribed by the Board of Governors of 
the Federal Reserve System, of that part of its loans and investments in excess 
of a certain prescribed base. 

In computing loans and investments, all assets of the bank would be included 
except (1) cash, (2) balances due from banks, (3) direct obligations of the 
United States, and (4) such special types of assets as the Board might pre- 
scribe from time to time. 

Primary reserves and Government securities —Hither in substitution for or in 
addition to the requirement discussed above, an insured bank receiving demand 
deposits, other than a mutual savings bank, might be required to maintain addi- 
tional reserves equal to a limited percentage of its demand deposits, in addition 
to the deposit balances now required. 

Such percentages could be different with respect to banks in central reserve 
cities, reserve cities, or elsewhere. 

In lieu of such a deposit balance, a bank under certain conditions, could 
count Government securities either at an amount equal to the dollar amount of 
the deposit balance which the securities replace or at some lesser figure. For 
example, the Board might prescribe that, for reserve purposes, $1.50 or $2 or 
$2.50 in securities might be equivalent to $1 of cash. 

Within a few days the Board of Governors will ask the Congress to consider 
definitive legislation providing for supplementary requirements, 
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IV. CONCLUSIONS AND RECOMMENDATIONS 


Conclusions 


The measures thus far adopted make up the beginning of an effective program 
of credit restraint. There is, however, no assurance that these measures will 
prove sufficient to deal with the inflationary situation that may be anticipated 
as the national security program expands. Additional measures are needed to 
contribute to the anti-inflationary program and at the same time maintain sta- 
bility in the market for Government securities. . 

In general, the additional measures which should be taken are: The extension 
and reinforcement of the voluntary credit restraint program, whose work this 
committee wholeheartedly endorses ; the-enactment of legislation to permit con- 
tinuation and some broadening of selective credit controls; an emergency in- 
erease in the authority of the Board of Governors to require, in case of need, 
supplementary reserves for all insured banks. With a view to the possibility 
that all other anti-inflationary measures fail, or that needed powers may not 
be obtained in time, plans should be readied for the imposition of mandatory 
limits on total credits extended by banks and other financial institutions 
(excepting essential loans) if, in an extraordinary emergency, such controls 
should become necessary. ‘ 


Recomnendations 


1. That section 708 of the Defense Production Act of 1950, which provides the 
legislative basis for the voluntary credit restraint program, be extended. 

2. That close liaison be maintained between the Office of Defense Mobiliza- 
tion and the Voluntary Credit Restraint Committee. The Voluntary Credit 
Restraint Committee cannot exercise the most informed judgment regarding 
lending policy unless it is guided by up-to-date criteria of the shifting require- 
ments of the defense program. 

3. That the cooperation of such bodies as the Council of State Governors and 
the United States Conference of Mayors be enlisted by the Voluntary Credit 
Restraint Committee to help postpone issues of State and municipal securities 
to finance deferrable expenditures. 

4. That the appropriate Government agency consider whether financing insti- 
tutions, not now included in the voluntary credit restraint program, be included 
in it. 

5. That Government loan and loan guaranty agencies should follow policies 
consistent with those of comparable private lending institutions as set forth 
in the statement of principles of the national voluntary credit restraint program. 
If the policies of the two groups of lenders are not coordinated the voluntary 
program might be undermined. This subject is more fully treated in the forth- 
coming report of the Director of the Budget, the Director of Defense Mobiliza- 
tion, and the Chairman of the Council of Economic Advisers on the policies of 
Government lending agencies that was requested by the President to complement 
the work of the present committee. 

6. That section 601 of the Defense Production Act of 1950, which provides 
authority for regulation W of the Board of Governors restricting the use of 
consumer credit, be extended. 

7. The section 602 of the Defense Production Act of 1950, which furnishes 
the legislative basis for regulation X of the Board of Governors regulating 
the extension of real-estate construction credit, be extended and that the pro- 
posed change in the act (sec. 106, H. R. 3871 and 8S. 1397, 82d Cong., 1st sess.), 
which would make it possible to restrain the use of of real-estate credit in the 
purchase of existing structures, be enacted. 

8. That section 611 of H. R. 3871 and 8S. 1397 be enacted, which would permit 
the President, whenever he determines that speculative trading on boards of 
trade causes or threatens to cause unwarranted changes in the price of any 
commodity, to prescribe rules governing the margin to be required with respect 
to speculative purchases or sales for future delivery. 

9. That the Congress be urged to act promptly and favorably on the proposals 
for emergency additional bank reserve requirements, when these are advanced 
by the Board of Governors of the Federal Reserve System. 

10. That mandatory control of credit be imposed only if the problem to be 
solved is most serious, and only after a demonstration that more moderate 
measures are too slow in their impact, or too uncertain in operation, or are 
otherwise inadequate. While we do not propose the imposition of such man- 
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datory controls at this time, detailed plans for their imposition, in the unfor- 
tunate event they become necessary, should be prepared. 

11. We have pointed out in this report that credit controls must play an 
important role in a program of economic stabilization that is in accord with 
the necessities of the defense program and the Government’s financial require- 
ments. We wish to point out with equal emphasis that neither selective nor 
general credit controls can, in themselves, assure such economic stabilization. 
Economic stabilization requires, first and most importantly, as pay-as-we-go 
tax program. Any failure in this respect aggravates immeasurably the problems 
of economic stabilization. Even with adequate fiscal and credit policies there 
still remain inflationary pressures during the expansion of the security program. 
During that period, therefore, direct controls, such as allocations and price and 
wage controls, are essential. Only in a rounded program in which each control 
measure contributes its share can we accomplish the purpose of mobilization 
and stabilization. 

©. E. WILson, 
The Director of Defense Mobilization, Chairman. 
JoHN W. SNYDER, 
The Secretary of the Treasury. 
Wm. McC. Martin, Jr., 
The Chairman of the Board of Governnors of the Federal Reserve System. 
Leon H. KEYSERLING, 
The Chairman of the Council of Economic Advisers. 


(Whereupon, at 12:15 p. m., the hearing was recessed until 2:30 
p. m. of the same day.) 
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FRIDAY, MAY 11, 1951 


EXECUTIVE SESSION 


(Cleared for publication by the Committee and the Department 
of State) 


Unirep Srates SENATE, 
ComMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met in executive session at 2:30 p. m. in the 
committee room, Senate Office Building, Senator Burnet R. Maybank 
(chairman) presiding. 

Present: Senators Maybank (chairman), Fulbright, Robertson, 
Sparkman, Frear, Benton, Bricker, and Schoeppel. 

Also present: Harold F. Linder, Deputy Assistant Secretary of 
State; Willis Coburn Armstrong, special assistant, Office of Materials 
Policy, Department of State; Robert Bruce Wright, Assistant Chief, 
Economic Defense Staff, Department of State; Florence Kirlin, Spe- 
cial Assistant to the Assistant Secretary of State for Congressional 
Relations; and Matthew Hale, assistant solicitor, Department of Com- 
merce (on loan to Office of Defense Mobilization). 

The Cuarrman. The committee will come to order. Off the record. 

(Diseussion was had outside the record.) 

The Cuarrman. What is the desire of the Senators as to procedure? 
We could have our witness, Mr. Linder, and those accompanying him, 
simply answer the questions I know we all have in mind; or perhaps 
he has a statement he would like to make to us, and then answer ques- 
tions. We very much want the information that the State Depart- 
ment can give us on this export-controls matter, and the only question 
now is as to the procedure. 

Mr. Lanver. | think I would prefer, Mr. Chairman, if it is agree- 
able to you and the Senators, to read a statement I have here, which 
will not take more than 15 minutes. The statement is an endeavor 
on our part to present the situation in regard to trade with the Com- 
munist bloc. 

The Cuarrman. Yes; you may proceed with your statement. But 
before you begin would you mind being interrupted as you go along 
if the Senators have questions at particular points? 

Mr. Linpver. Not. at all, sir. 

The Cuatrman. We will be very glad indeed to have you go on 
with your statement, then, sir. 

Mr. Linper. The purpose of my statement today is to outline brief- 
ly what the United States Government has been doing and proposes 
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to do in order to obtain effective action by friendly nations to re- 
strict—and I say “restrict” here, not “embargo” because we still be- 
lieve that embargo is not in the best interest of the United States. 

The Cuarrman. Why do you not think so? : 

Mr. Linper. Well, Senator, if you will let me go on, I think that 
will appear. 

The Carman. All right. : 

Mr. Lanver (continuing). To restrict the export of strategic com- 
modities to the Soviet bloc. re 

I shall attempt to be as frank in discussing this question as I pos- 
sibly can, on the understanding that this is a closed executive session, 
and at certain points I will wish to emphasize the off-the-record na- 
ture of my remarks. I will indicate these points as I go along. 

The Cuatrman. You do not need be hesitant about talking. This 
reporter has taken down information on the most secret sort of sub- 
jects, and whatever you say will be sent to you and you will be per- 
fectly free to correct the record where you want it corrected. But 
if there are points you do not want taken down, just tell him and he 
will not write it down. 

Mr. Liver. I will indicate these points then as I go along. 

The Cuarrman. You just say what you do not want taken down. 

Mr. Lanver. All right, sir. 

[Continuing:] The reason for emphasizing the necessity to pre- 
serve the confidential nature of these remarks is that our ability to 
persuade other countries to cooperate with us in these matters de- 
pee in large part upon keeping our discussions out of the- public 
record, 

Before I talk about export controls as such, I should like to place 
this problem in its proper context of broader foreign policy objec- 
tives. 

Today our one principal purpose is to increase the economic 
strength and military preparedness of the free nations of the world. 
The free world must be made strong enough to deter aggression and 
if necessary to resist it. We pursue this objective through our aid 
programs, through building up the North Atlantic Treaty Organiza- 
tion, through the United Nations, through our psychological-warfare 
program, and through the other major hanniaté of our foreign policy. 
Our effort to limit the shipment of strategic items to the Soviet bloc 
is an important part, but only one part, of this broad program of 
action. 

We are now engaged in a very critical struggle for human decency 
and freedom which the forces of the United Nations are actively wag- 
ing in Korea. The origin of this struggle lies in the aggressive nature 
of the Soviet Communist movement. Our hope of emerging from 
this struggle successfully and of preventing the spread of conflict to 
other areas of the ‘eset lies in an important part in the building of 
greater economic and military strength in the free world relative 
to that in the Soviet-dominated area. 

The real objective of export-control policy could therefore be 
summed up as a desire to increase the strength of the free world rela- 
tive to that of the Soviet world. When trade takes place between 
Western and Eastern Europe, we want to make sure that the balance 
of advantage in it lies with our allies in the west. We will not accom- 
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plish this by following the simple and clear-cut course of embargoing 
hing 


eve 4 

Ws aa face the question: “Do we believe that a particular com- 
modity is really so important strategically that to control it will help 
us more than it hurts us?” To reach a decision on a question like this 
requires expert technical advice, accurate information, and careful 
economic and political judgment. 

Almost everything is in some degree, directly or indirectly, im- 

rtant to war potential and could therefore be said to have some 
Sede of strategic importance. If we followed the easy phrase “em- 
bargo everything strategic,” it would logicallv lead us to a policy of 
embargo everything or economic blockade with all its serious im- 
plications. 

We can SUE pote, and we can expect our friends to support, only an 
export control policy which is clearly in our mutual security interest. 

efore I finish these comments on the policy background of the 

trade control problem, I should like to cntinanios that in determining 
the type of trade controls which we should have, we must appreciate 
the limitations of what can be accomplished by a system of export 
controls. This is a question of determining the vulnerability of the 
Soviet bloc to measyres of trade controls. Without going into the 
details of this subject, which, of course, through the National Securit 
Council we have examined very carefully and in very great detail, I 
can say that, by and large, there are few parts of the Soviet bloc 


. economy where an embargo on exports to the bloc would make it im- 


ossible for them to maintain existing levels of production. The 
Goviet realm does have a high degree of self-sufficiency. This can be 
illustrated by the fact that we estimate not much more than 1 percent 
of the gross national income of the Soviet bloc is derived from com- 
mercial exchange with the outside world, whereas in the United 
Kingdom, for instance, 18 percent of the income is derived from such 
exchange. 

The a Is there anything confidential about the 1 percent? 

Mr. Linver. No, sir. 

This may also be illustrated by pointing out that in 1948, for in- 
stance, the total value of the Soviet Union’s foreign trade (imports 
and exports) was only approximately $1,700,000,000 whereas the total 
foreign trade of the United States, which also is self-sufficient in large 
measure, was valued at nearly $20,000,000,000. 

The Cuarrman. More than 10 times as much. 

Mr. Lanner. Yes, something like 12 timesas much. The Soviet bloc 
covers a large part of the globe, and with the exception of natural 
rubber, tropical fibers, and a few of the rare metals and certain gems, 
there is no lack of natural resources within its own borders. 

Senator Bricker. Have you any estimate of the proportion that is 
within Russia itself and that which comes from the satellites in the 
Soviet bloc? 

Mr. Lanpver. We have it, but I do not have it at my fingertips. 

The CuHarrman. Well, would you want that, Senator? 

Senator Bricker. I do not know whether it is essential at all, because 
oo and the satellites are all the same thing; they are all one and 
the same. 
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Mr. Linper. Well, from the intelligence work which we do carry 
on, and carry on incessantly, we do have those figures, but I do not 
have them here. 

Senator Sparkman. Do those figures relate to Soviet Russia or to 
the Soviet bloc? You said “Soviet Union.” 

Mr. Lanper. Yes, I said “Soviet Union,” but obviously the Soviet 
bloc is in the same position in its trade with the rest of the world. 

Mr. Armstrone. If I may, I would say that the rest of the bloc 
accounts for, we estimate roughly, about $1 billion more. 

Mr. Linper. There is a lack of some types of capital equipment, 
technology, machinery, and skills which are required to expand the 
Soviet economy on a war footing. A selective system of controls does 
affect the Soviet war potential. Neither by an embargo nor a system 
of export controls can we, however, expect to bring the Soviet bloc to 
its knees economically. r 

The United States has had in effect since March of 1948 a very 
restrictive policy on exports to the Soviet bloc. We can restrict our 
normally limited amount of trade with the Soviet bloc without injuring 
our national economy. It is far more difficult for certain other coun- 
tries of the free world which are more dependent than we upon 
essential imports from the Soviet bloc. 

It was clear, however, that the export controls exercised by the 
United States would be less effective in achieving their purpose if the 
major industrial and trading countries of Western Europe did not also 
control the same types of exports in more or less the same manner. We 
have consequently discussed with those countries of Western Europe 
the nature and purposes of our export control program with a view 
to securing the adoption of similar controls. 

Most of the Western European countries agree with us that it is 
essential to deny shipments of items of direct military significance to 
the Soviet bloc. These include arms, ammunition, and implements of 
war, and the equipment and materials peculiar to their production. 
They also include materials and equipment useful in atomic energy 
development, and selected industrial items and raw materials of great- 
est strategic importance for the development of the Soviet bloc war 
potential. 

In these cases the strategic importance of the items is generally clear 
and direct, and the views of the Western European countries as to 
what is strategic coincide substantially with our own. It is not always 
so easy to reach agreement on the precise strategic significance and 
appropriate extent of control for other items not so directly related 
to military equipment or military production. 

However, within the past 6 months, there has been a substantial 
expansion in the scope of Western European export controls over in- 
dustrial items and raw materials of this category of secondary stra- 
tegic significance. The number of embargo items have increased by 
more than 50 percent, and the number of items subjected to some form 
of quantitative control have been doubled. We are also concentrating 
on bringing intransit shipments under more effective control. 

At this point I should like to go into some further detail in order 
to emphasize the significance of what has been accomplished recently 
and, therefore, this part of my statement I would appreciate having 
off the record. 

The Cuairman. Off the record. 
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(Discussion off the record.) 

Mr. Lrnver. Because of Western Europe’s limited ability to procure 
elsewhere sufficient supplies of coal, grains, timber, potash, manga- 
nese—due to present physical shortages, shipping bottlenecks, and 
lack of hard currency—Western Europe must for the present, at least, 
continue to obtain substantial amounts from the Soviet bloc in order 
to maintain essential living standards and the high levels of industrial 
production needed for an expanded defense effort. The chief means 
of payment at the disposal of Western European countries in bilateral 
bargaining with the Soviet bloc are the manufactured products which 
Western Europe produces in quantity. 

Because of these facts we believe that such trade of the free world 
with the Soviet bloc at this time is beneficial to the over-all security 
interests of the United States. Provided that steps are taken to deny 
or limit exports to the bloc of items possessing the greatest strategic 
oe we can insure that trade with the bloc results in a balance 
of advantage in favor of the free world. 

And may I, gentlemen, interpolate something on that point? I 
have only been down in Washington for a little over 2 months. I am 
one of these businessmen who “got patriotic,” and I think I approached 
this problem with which I have spent a great deal of time with the 
same degree of question mark in my mind as anyone else that is a 
loyal American would have. And after a great deal of study of it, 
and for whatever it may be worth, I want to say that I have come 
to the conclusion that there is only one basic way of judging this thing, 
and that is, to judge it the same way you judge a business deal. Two 
sides always have to make a trade, and you want to be awfully sure 
that you are getting the better bargain, and I think we can be reason- 
ably sure that with the controls we set up and with the number of 
things that are put up to us the free world is getting the better of 
the trade—and here, I should go off the record. 

The Cuarrman. Off the record. 

( Discussion off the record.) 

Mr. Linper. Back on the record. I was referring to a balance of 

advantage, you will recall, and now I should like to illustrate this 
principle with two examples. One of these received some comment 
in the press recently. It was reported that Italy was exporting to the 
Soviet Union 60 locomotives of 35 tons each and certain small power- 
generating equipment. These items, together with some quantities of 
ball bearings not of the highest strategic grades, and a range of other 
oroducts were included in a 1948 trade agreement with the Soviet 
Gatos, However, in return for these items, Italy received such essen- 
tial commodities as 200,000 tons of iron ore, 20,000 tons of manganese, 
2,500 tons of asbestos, 100,000 tons of pig iron, 75,000 tons of steel 
ingots, 100,000 tons of petroleum, 800 tons of nickel, and 300,000 tons 
of high-grade wheat. Now, this is clearly a transaction whose balance 
of advantage favors the west. 

The second example which I wish to mention is a transaction, still 
under consideration 





The Cuarrman,. Off the record. 

(Discussion off the record. ) 

Mr. Lanper. We feel and believe that the best method to attain our 
real security objectives is to continue, on the basis of persuasion and 
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voluntary cooperation, the present type of mutual export-control oper- 
ation. We feel that the results which have been achieved so far justify 
such a program. 

And now, sir, I would like to go off the record. 

The Cuarmman. Off the record. 

(Discussion off the record.) 

Mr. Linper. Now I should like to make some remarks about China 
which have come into the open recently. “ 

The United States, believing the situation to justify such action, 
has already imposed complete economic sanctions against Communist 
China. The countries of Western Europe have, since the summer of 
1950, embargoed the shipment to China of petroleum products, muni- 
tions, and a broad range of other strategic items. United States dis- 
cussions with the British have led to the imposition of increased 
security controls in Hong Kong and Singapore. 

Senator Rozertson. If I may interrupt, about 2 weeks ago I learned 
that during the past 9 months—off the record. 

(Discussion off the record.) 

Mr. Lanver. Additional export control measures which should be 
applied by United Nations members as a result of the Chinese inter- 
vention in Korea are currently under discussion in the Additional 
Measures Committee of the United Nations General Assembly. 

The United States resolution proposes a full embargo of arms, of 
petroleum, and of items useful in the production of arms. 

Senator Scnorrre.. Of course, that is available. 

Mr. Lanver. I have a copy. 

Senator Scnorrre,. The point I am making is that this matter, 
this discussion with the United Nations, is information that Russia 
has been getting. 

Mr. Linper. Surely. The interpretation of what would be covered 
by this embargo would be left to individual countries, but after agree- 
ment to the action in the UN there is provision to follow up and by 
consultation agree upon items which would be embargoed under the 
formula. This we expect the Additional Measures Committee to 
adopt at its meeting on Monday. 

A word on Japan. Japan prevents the export to China of strategic 
commodities, but does not prevent the export of certain nonstrategic 
commodities such as textiles and fishery products which are of impor- 
tance in permitting the continuation of sufficient trade with China 
to assure the import into Japan of items of importance to the Japa- 
nese economy 

Senator Bricker. What items? 

Mr. Linver. Particularly iron ore, coking coal, and soybeans. Ship- 
ments of iron ore and coal have slowed down, but as of today I think 
soybeans, which constitutes an important food product, does come 
from China into Japan. 

Hong Kong presents a special problem. It has always been a major 
gateway for trade with China. It is now peculiarly vulnerable since 
it depends upon the mainland for supplies of food and water. The 
colony does apply controls which have the effect of preventing stra- 
tegic exports to China, and exports to Hong Kong from both the 
United States and Japan, two of the major suppliers, are carefully 
checked to assure that only the essential requirements of the colony 
are met with respect to the shipment of strategic commodities. 
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I think, gentlemen, that a special word on rubber is indicated. 

(Discussion off the record.) 

Mr. Linper. The news reports which have come through particu- 
larly with respect to the debate in the House of Commons, have been 
somewhat less than accurate. There have been conflicting statements 
made by ministers, and since ministers are human beings, they do not 
always say “I don’t know” when something is asked them and they 
attempt to answer questions at times to which, in fact, they do not 
know the answer. 

However, as the president of the board of trade, Mr. Shawcross 
made a very complete statement in the House of Commons. I have 
that statement here. There has been some reference to it in our news 
articles in the morning papers, and while I think it would be an 
imposition to ask you to listen to this entire statement, we have copies 
for each of you, if you would like to read it. I am certain you will find 
it extremely enlightening because certain things have been said 

Senator Frear. Is that classified material ? 

Mr. Lanver. No, that is not classified material. But as I was about 
to say, Senator, certain things have been said as the result of pressure 
of British public opinion and from some of the questions by Mr. 
Churchill and some of the comments in the British press in the course 
of the debate that made it necessary for the British Government to 
come forth with a very frank and full statement of what their posi- 
tion is and what they have been doing. 

Senator Frear. Well, that is not detrimental, is it? 

Mr. Lanver. I do not think it is, no, but I do want to say that many 
of these things they have not said before. I think I am correct in 
saying certain things I am saying to you gentlemen have not been 
sald before. 

I think that the administration has been on the whole doing con- 
siderably more than it has been credited with doing but for reasons I 
tried to make clear it has found it impossible to talk about them and 
has not talked about them at all. We hope that situation will not last 
very much longer. 

We hope it will be possible to tell this story not only to congressional 
committees on the record but to the public generally, because this is a 
matter of very considerable concern, I am sure, to all of the people of 
the United States. 

The Cuarrman. Now, when you talk about this rubber situation, 
do you want it on the record ? 

Mr. Lanper. I think in large measure, sir, it may be on the record. 

The Cuarrman. You will let us know when you do not want it on 
the record. 

Mr. Lanner. I will let you know. 

Senator Scuorrret. Is it proper to indicate—— 

(Discussion off the record.) 

The Cuarrman. Senator Benton has asked if Mr. Linder would give 
us his background for the record. 

Mr. Lanner. I have no objection. I would say this, gentlemen, that 
I be a businessman and that I had the same prejudices, or, if you 
will—— 

Senator Benton. He is a highly successful businessman, too, and a 
very well-heeled businessman. 
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Mr. Linver. Most recently, and I suppose perhaps the most perti- 
nent thing to say now is that I still am president of a quite large in- 
vestment trust, from which duties I am on leave of absence, of course, 
and also of course receive no compensation ; that my normal business 
activities require necessarily that I have a wide background of indus- 
trial and economic knowledge. 

Senator Benton. On a world basis. 

Mr. Linper. On a world basis. I. have lived abroad. I have 
traveled extensively. And we have substantial interests in many com- 

anies which in turn—American companies, I hasten to add—which 
in turn have very large interests in the world at large. But I dis- 
associated myself completely, of course, from all my business affairs. 
I also happen to be a director, of course on leave of absence, of a few 
industrial and merchandising corporations, and I am presumed to be 
reasonably in touch with more or less the whole business and economic 
picture. 

Senator Benton. Mr. Linder is undoubtedly one of the most success- 
ful businessmen I know in the country, and I am pretty well ac- 
quainted with the business community. I thought his background 
ought to be brought out before he proceeded with his testimony. 

Mr. Linper. Thank you. 

Senator Benton. And if you will elaborate and if you will be more 
specific when you get the record for correction, I am sure the committee 
will be delighted. 

Mr. Lanver. Thank you. Off the record. 

(Discussion off the record.) 

Mr. Lanver. Mr. Chairman, if you would permit me, I would like 
just to refer to a few things in this Shawcross statement which I think 
will serve to answer a number of questions which I am sure are in 
your mind with respect to rubber. 

Now, Mr. Shawcross said, and this is on page 2, and I think I ought 
to read by way of introduction the first paragraph 

Senator Benton. It isa wonderful paragraph. I hoped you would 
read it. 

Mr. Linper. He says: 


Secondly—and I hope this is not irapertinence— 


and Mr. Shawcross was somewhat in the same position as I was in— 


I would like to suggest a note of warning, or to enter, as I should have said 
in my old capacity, a kind of caveat against the trap into which I myself have 
fallen in this matter, the trap of oversimplification. At first sight, this question 
of trading with China while she is participating in an illegal aggression in 
Korea, while she is defying the United Nations and fighting against ourselves 
and the other members of the United Nations who are seeking to restore and to 
maintain the rule of law, seems clear enough. At first blush, it certainly ap- 
peared so to me, and so, I dare say, it must still appear to our friends in the United 
States of America, whose soldiers are suffering such very grievous casualties, 
but whose Government, on the other hand, have not got the same involvements 
and difficulties which we have. The simple way of looking at the matter is, of 
course, that these men are our men and the soldiers of our friends. They are 
fighting together under the banner of the United Nations, and they are being 
killed by the arms and armies of China. The idea of maintaining trade rela- 
tions with China in those circumstances may well, at first sight, seem something 
which is utterly repugnant—but I venture to hope that our debate will not 
degenerate into a discussion of the accuracy of particular newspaper reports, 
at any rate not at this moment, 
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But when matters are looked at against the general background of our respon- 
sibilities—and our commitments—in the Far East, and looked at realistically, 
the matter really is not quite so simple as that. Let me, first of all, make this 
quite clear, because the Right Honourable Gentleman the Member for Wood- 
ford {Mr. Churchill] referred to it and that is my only excuse for following him 
with regard to the matter. For over 2 years past we have been controlling the 
export—-in many cases totally prohibiting the export—-of things that might be 
of strategie value to Communist countries. We have completely prohibited the 
export of arms and armaments and of goods and commodities having an imme- 
diate strategic importance to a number of destinations which cover the whole 
of the Soviet bloc and the whole of China. There is a very long list of things 
having direct military importence, or which might have direct military impor- 
tance, the export of which to those countries is totally prohibited and has for a 
long time been totally prohibited. 

In addition to that, there is another long and complicated list of things the 
export of which is watched and restricted to quantities which it is considered 
would be absorbed in the normal peacetime economy of the countries to which 
they are exported. Since China began to participate in the aggression in Korea, 
a much more stringent and restrictive policy was, of course, put into operation 
against her. But up to that time our policy as regards China was the same 
as our policy in relation to the rest of the Communist states. It was one which 
was designed to prevent anything being exported from us or our Colonies which 
would build up their military potential. 


And then he goes on to point out the degree to which they in Eng- 
land are dependent on certain things which come from Russia, and 
he says: 


At the same time, and here again our policy was the same as towards the 
other Soviet countries, we have tried to maintain a trade from which our country 
obtains important and necessary supplies, taking the Communist states as a 
whole, particularly of timber, grain, and certain foodstuffs. When our policy 
in regard to trade relations with Communist countries is considered, some of 
our critics perhaps do not always remember that this country is not entirely self- 
supporting, or that the granaries of Europe are in large part on the eastern side 
of the iron curtain, nor was our traditional trade with China something we could 
entirely ignore. It was something of considerable economic importance to us 
and to other Commonwealth and Colonial areas. We have thought—and I am 
speaking on the position generally, as the Right Honourable Gentleman the 
Member for Woodford— 


Mr. Churchill, again— 


did, before the actual participation of China in this military aggression—that 
it was to the advantage of the free world that both we and other countries in 
Western Europe should continue to draw from Eastern Europe goods which 
cannot readily be obtained elsewhere. But we can only obtain those goods if 
we send exports to those countries in return for them. Moreover it has never 
been the policy of His Majesty’s Government to embark upon an economic war 
with other countries in the world or to start an economic blockade of the Com- 
munist countries. 


Senator Bricker. Off the record. 
(Discussion off the record.) 
Mr. Linper (continuing reading) : 


Until China’s intervention in the conflict in Korea altered the position, as of 
course it did so far as China was concerned, the basic justification of our trading 
policy in relation to the Communist countries has been that on an objective 
assessment it confers as many advantages on us at it confers in return upon the 
Communist countries. It is very understandable that in other countries which 
are less dependent on imports to live and less dependent on exports to pay their 
way in the world, a stricter line should be taken but, as a matter of fact, it is to 
be observed that our policy in this matter has been more restrictive than that 
of any other country, apart from the United States of America themselves. 

Here let me say thai in drawing up our control lists we have exchanged with 
friendly countries, and particularly with the United States of America, our views 
about these matters. 1 do not mean by that—and I want this to be quite clear— 
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that we have asked for or obtained the approval of other countries to our pro- 
hibitive or our quantitative lists. The responsibility for making and operating 
these lists was clearly the responsibility of His Majesty’s Government, and we 
stand by the decisions that we have taken in regard to them; but in order to 
assure the Committee that we have not been exporting goods of significant stra- 
tegie importance, I propose very shortly to publish a statement or list of the kind 
of goods the export of which we have only permitted to allied and friendly 
powers. 


Now this is off the record. 

(Discussion off the record.) - th 

Mr. Linpver. He then says specifically, after pointing out their own 
restrictions were more stringent than any other country’s: 

I do not mean by that that the United States administration has not asked 
us to extend our controls and our restrictions— 
indicating quite clearly that we wanted them to go further. Then 
he says: 

Now I want to deal with the matter in a little more detail with regard to 
particular exports. So far as those from the United Kingdom to China are 
concerned, I gave a list of those in some detail last Tuesday— 
and he did not— 
propose to enlarge upon it now. 


And he said: 


I merely repeat what I said then—that it is complete nonsense to suggest, as 
has been suggested—not at all by the Right Honourable Gentleman—that we 
were flooding Hong Kong with exports from this country, or sending them direct 
to China, which had the effect of increasing China’s war potential. That is quite 
untrue ; there is not the slightest foundation for it. 


Then he goes on with respect to rubber specifically and then he says: 


I do not think I need reiterate all the difficulties which have surrounded this 
question of the rubber trade, or need I remind the House that, whilst the 
economy of Malaya and Singapore depends largely on the rubber trade, and whilst 
other sources of supply are obviously open to China, this is not a matter with 
which it is very easy to deal. 

Senator Benton. Off the record. 

(Discussion off the record.) 

Mr. Linper. Then he goes on and says: 

We considered that the quantities of rubber which were being exported to 
China were certainly in excess of her civilian requirements and, although none 
of the other rubber-producing countries has so far taken the same action as we 
decided to take, we cut down the exports to what we thought was a reasonable 
figure, and we did that notwithstanding the difficulties and the embarrassments 
it would cause in the two Colonial territories concerned. 

(The complete statement of Mr. Shawcross will be found on p. 372.) 

I might say parenthetically if you gentlemen have been watching 
the situation as carefully as we had you would have known that some 
very intemperate remarks were made in the Malaya Legislature after 
these export controls went on, and maybe some of the comments 
you made, Senator Bricker—off the record—also related to the fact 
rubber broke in price about 10 cents a pound just about the time the 
export controls were put on, so that it was said that the break in the 
price was entirely attributable to the export controls. And there are 
a lot of Communists in Malaya, and you can just hear them saying, 
“See, that’s what you get for being dominated by the Western Euro- 
pean countries. If you had a fine, ‘democratic’ government in Malaya, 





ndly 


i to 
hone 
; we 
able 
ents 


2.) 
‘ing 
pme 
fter 
ants 
fact 
the 
the 

are 
ing, 
1ro- 


vya, 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 367 


obviously you wouldn’t have such terrible things happen to you.” 

Senator Benton. And, “You would get 10 cents a pound more.” 

Mr. Linper. Yes. 

Senator Bricker. How do you explain the attitude of Indonesia? 
Have you seen the dispatch ? 

Mr. Liyper. Yes. 

Senator Bricker. They are a member of the United Nations. 

Mr. Linprer. Maybe I had better let Mr. Armstrong take that point, 
although I would not be embarrassed to take it. I defer to his greater 
knowledge. He sat 2 weeks recently with the Foreign Minister of 
Indonesia at this rubber conference. 

Mr. Armstrong, will you take that? 

(Discussion off the record.) 

Mr. Armstrong. They are members of the 12-country Asian bloc 
which has not been active in Korea although they are in the United 
Nations—with India and several other countries. 

Now, if you get down to the facts of what is happening to the 
rubber, you will find practically all of it has been sold, that is of 
the rubber which is marketed direct through their own ports—not 
the rubber that goes to Malaya—practically all of it goes to either 
the United States or to countries friendly to us and they have sold 
practically no rubber to China or Soviet satellites during the last 2 
years. The pattern of trade is, it is sold to us or the British. 

' Senator Bricker. Is it a fact the Indonesian rubber has to be re- 
processed ¢ 

Mr. ArmMstronc. What is produced there, and sold directly; no. 
The rubber that is marketed or sold direct from Indonesia—hardly any 
requires any reprocessing. Now the Indonesians are in fact not sell- 
ing much, if any, rubber to the wrong places, and our judgment—and 
this is off the record. 

(Discussion off the record.) 

Mr. Linver. What the British have done as of yesterday has been 
to cut off completely the supply of rubber to China. 

The Cuarrman. How about anything else, besides rubber ? 

Mr. Linper. Well, I would just like to refer to a report which the 
government of Hong Kong issued yesterday. They were a little irri- 
tated, they were annoyed at the fact there was so much comment in the 
United States that so much was going out from Hong Kong to China. 
They point out that the aggregate trade this past month was roughly 
half of what it was last December; that is, trade with China. lI, of 
course, explained before the degree with which Hong Kong’s water 
and food and in fact everything else is inextricably bound up with the 
mainland. 

They have been accused of permitting the export of petroleum. 
That occurred in the great debate. 

The Cuarrman. United States petroleum ? 

Mr. Linpver. I do not think so. The officials said that the colonial 
government had seized 130,000 imperial gallons of smuggled petroleum 
since the oil embargo was instituted there last July. The oil em- 
bargo was instituted there upon the outbreak of hostilities or more or 
less upon the outbreak of hostilities in Korea. And they also pointed 
out there are some 300 other strategic commodities, including among 
them primarily strategic items, nonferrous metals, rubber tires, tin 
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plate, and cotton, which have been placed on the embargo list from 
Hong Kong into China. 

Miss Kirtry. The Hong Kong controls are more rigid than any 
other controls. 


‘ Mr. Linper. That is right, except for the United States, Canada, and 
apan. 

enator Bricker. And the only goods going from there of strategic 
value are the smuggled goods? ; 

Mr. Linver. I could not undertake to say that categorically, Sen- 
ator, because maybe there are some things that go through there that 
we would rather not have go through there—but Hong Kong, as I say, 
has to be fed. We are controlling every item that goes through Hong 
Kong unless we have made a previous determination it has no signifi- 
cance whatever. That isto say, we have put no export control, because 
we thought none was needed, on tooth brushes, but anything—off the 
record. 

(Discussion off the record.) 

Mr. Linper. Then, the burden of proof is on the Hong Kong gov- 
ernment; it has to give its guaranty if it wants any one of those things 
we agree they need for civilian purposes. They have to agree not 
only that those products will not go to China, but that no substitute 
products will go to China. Take, for example, 100 bales of cotton— 
you know they have it for textile goods. We have said, “Not only 
will this cotton not go to China in the form of cloth, but in addition 
you must guarantee that Egyptian cotton is not going to supplant 
our cotton.” 

The Cuarrman. Is cotton going to Hong Kong now ? 

Mr. Linper. Yes; we allow a certain amount to go. 

The Cuatrman. Shanghai was the main cotton port, was it not ? 

Mr. Linpver. Yes; that was. 

The CHarrman. How about smuggling cotton from Shanghai? 
That is a more convenient port for textiles than Hong Kong. 

Mr. Linper. I think it probably gets to Shanghai if it gets to Hong 
Kong. There are only two ports. 

The Cuatrman. I know. 

Mr. Linper. And obviously if India, for instance, is willing to 
trade with China, I do not see that they cannot get it, it could go from 
Calcutta to Shanghai. 

The CHarrman. But India is so short herself I doubt she would 
have much to export. 

Mr. Linver. Well, there is Pakistan and there is Egypt. 

Mr. Armstrone. There are seven or eight countries that are sub- 
stantial cotton exporters, and some of them have a different attitude 
than we do. 

Mr. Lrnper. I would like to add this statement, Senator, that when 
we had this Inter-American conference recently one of the resolutions 
provided that the Latin American countries accepted the fact that 
they too had to participate in export controls. Again, we did not say 
any of the things which I have talked of off the record, and that is 
being worked out. 

Now, specifically, if I may, I would like to give you a little rough 
summary of the rubber'situation as it is around the world, and I ask 


you for your questions, if there are any—possibly going off the record 
at times. 
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The Cuamman. Whatever you want off will go off the record. Go 
ahead, sir. 

Mr. Linper. Roughly, I think you can say that the production of 
rubber is: 40 percent Malay production—British ; Indonesian, 40 per- 
cent; Ceylon, 7 percent; and 13 percent from al] other places, includ- 
ing Liberia, which is exclusively for the United States. 

Now, in view of our earlier discussion about the necessity of the 
Indonesians because they were not able to finish their rubber in the 
form to enable it to go into world trade, the shipments from these 
places differ from the production, so that from a shipment point of 
view, Malaya has 63 percent of the rubber, Indonesia only 17 percent, 
Ceylon again 7, and all other places 13 percent, and they include Viet 
Nam, Thailand, and so on. 

Senator Bricker. This has no place, maybe, in the present record, 
but is anything being done to develop the rubber industry in South 
America, where the trees originally came from ¢ 

Mr. Linver. That is a recurrent subject, Senator, and I do not want 
to speak as being authoritative on it, but I would like to point out just 
one thing—and I think this might be off the record 

(Discussion off the record.) 

Mr. Armstrone. There is a great deal of untruth in the report that 
the reason for the high price of wool is Russian buying. I do not have 
the figures with me but I think they could be made available, certainly 
on a classified basis; but the Russians have bought less wool the pres- 
ent season than the two or three seasons preceding and their dealing 
is not a very large percentage of the total wool. 

The Cuarrman. Then why so much in the papers about it? 

Mr. Armstrone. I am also baffled by it. 

The Cuatrman. There was a lot in the papers. : 

Mr. Armstrona. There was a lot in the papers; and at the time I 
was—the time it was in the papers—I was in London negotiating on 
wool with the Australians, New Zealanders, the South Africans, and 
the British. 

(Discussion off the record.) 

Mr. ArmstroncG. There was a good deal of speculation last fall 
about the size of the Russian purchases. In fact, that speculation was 
incorrect, and the actual purchases by the Russians were not large. 

The reason for the high price of wool is very, very simple. The 
world has consumed during the past 5 years at the rate of 15 percent 
above the rate at which it has produced. The stocks which were held 
in excess of current demand as of 1945—it was estimated then that 
it would require 14 years to dispose of it, but supply and demand 
caught up—as a matter of fact the stocks were disposed of within the 
past 5 years. 

The Cuairman. And the consumption is still running 15 percent. 
over the supply ? 

Mr. Armstrone. For the past 5 years, yes, the difference being made 
up out of stocks. 

The Cuarrman. How about all these synthetics that we hear about? 

Mr. Armstrona. There is not at the moment any fiber in commercia! 
production which in fact is suitable to replace wool from the sta>4 
point of warmth, in any substantial quantity. 
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There are new developments which I understand will furnish fiber 
if the plans go ahead as has been suggested. There has been some 
material in the magazines recently about one which will produce a very 
satisfactory fiber, but there is nothing in quantity commercial produc- 
tion. 

I think there is room for a good deal of development in the synthetic 
field ; certainly, there is a demand for it. 

(Discussion off the record. 1 

Senator Bricker. You said, going back, that 5 years ago they esti- 
mated the wool supply in reserve would last 14 years but has been 
disposed of within the past 5 years. Now, is that the reason for the 
depletion of our flocks in this country ? 

r. Armstronc. I do not think so, sir. I think the reason we have 
depletion of the flocks in this country is the fact that the price of 
lamb chops has been so high, so good, over the last 5 years, that they 
make more money if they sell lambs than if they keep them for wool, 
despite the fact that the price of wool has been well above the support 
price. It is a perfectly profitable enterprise, wool is, but meat is even 
more profitable. 

Senator Bricker. I remember I talked with Louis Johnson and he 
said one of his principal concerns at that time was to make sure we 
would get the Australian wool crop; and I wonder if we did get a 
substantial portion. 

Mr. Armstrone. The trade speaks of wool clips. In New Zealand, 
South Africa, it is sold at an open auction basis, and anybody can 
go and bid. We have buyers in the markets and have obtained our 
wool, some, I mean, and—— 

The CHamman. We paid a pretty high price. 

Mr. ArmstronG. That is right. 

The Caatrman. Anda suit of clothes manufactured from this very 
high-priced wool, unless there is some subsidy, is going to cost a lot 
more than in normal times. 

Mr. Armsrrone. I bought my suits last winter for next year. Now, 
the wool made this year is from clips of a year and a half ago; and 
the wool in the suits next year is going to be much more expensive, 
no doubt about it, because the mills bought in this year’s market and 
had to pay more for their wool. Of course, the cost of wool compared 
to the cost of the suit should be only 10 percent; but still, people take 
advantage of the fact that the cost of raw materials has gone up. 

The Cuatrman. How much do you estimate the crop will be next 
year; will there be more? 

Mr. Armstrone. Well, I do not think there is much possibility of 
expansion of wool production—2 percent, 1 percent, something like 
that; but it isn’t in the cards. 

The Cuamman. And production is still 15 percent, you say, below 
the consumption. 

Mr. Armstrone. Still, yes, sir; and you have got the potential 
demand. I mean, if there was plenty of wool available, people would 
buy some 15 or 20 percent more than is now being produced, and that 
is what runs the market up. 

Senator Bricker. Going back to the question of trade with China, 
are we getting any substantial amount of wool from China? 

Mr. ArmstronG. Carpet wool. 
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(Discussion off the record.) 

The Carman. Getting back to the wool, you cannot blame the 
Chinese or the Russians for the present high price of wool; is that 
correct ¢ 

Mr. Armstrrone. If no wool had gone to them, the prices would have 
been a shade lower; but a very small shade. 

Senator Bricxer. Is the Australian and New Zealand flock, the 
sheep population, going down like ours? 

Mr. Armstronc. No. They had a set-back in 1946 or 1945 from 
bad drought and some floods, too; but it is going up. 

Senator Bricker. They raise for wool ? 

Mr. Armstrrone. New Zealand raises for both purposes—mixed 
farming, and South Africa raises for wool, but we do not normally 
buy much of that. Most of that goes to France and Italy for ladies’ 
clothing. It is a finer, softer wool. 

Senator Scnorrret. Is the wool from that area going into a pool of 
any kind ? 

Mr. Armstrong. No. it is open, in the three British Common- 
wealths it is an open auction, and the only control is for fiscal pur- 
poses, to make sure if it is sold for dollars, the Government gets the 
dollars. The foreign exchange receipts do go into the sterling area 
hard currency pool, but wool could not be described as a pool. 

The Cuatrman. Any further questions? 

Senator Scuorrre.. I do not have any more. 

Senator Bricker. In regard to East-West German trade, there is 
an estimate it amounts to about—well, $1 billion for last year. In 
my opinion that is an exaggerated report, too—I saw that in the 
paper. 

Mr. Lanner. I do not think it is that high, Senator. I do not recall 
the figure but I cannot conceive its being: anything like that. 

The Cuarrman. Could you get it for the record ¢ 

Mr. Linper. Certainly; but it is just inconsistent with every- 
thing: 

Senator Bricker. I just saw it in the press. I did not even clip it. 

Mr. Linper. As far as I recall, our figures are to the effect that the 
East-West European trade as a whole—now, maybe West Germany 
is out of these figures, but I do not believe so, and I made a note of it 
late last night—in 1950 Europe imported from the east $530 million 
and exported $450 million. 

Senator Bricker. Maybe it is a totalization of those two. 

Mr. Linper. Now, that may be, that those two figures were added 
together and all attributed to the Germans. 

Senator Bricker. Yes. 

Mr. Linver. I dothink this. You realize, of course, that to a greater 
extent than any other place Germany as an economic unit has been 
torn apart and there probably is more trade relatively between East- 
West Germany than there is presently between, say, France and the 
Soviet bloc or between Belgium and the Soviet bloc. But on the other 
hand we have been doing our utmost to put in all the effective controls 
we can. Now, there are all kinds of tricks and I do not mean to say 
it is perfect, but I do know they are working very, very hard on the 
question, and the German Government has issued very stringent regu- 
lations—off the record. 
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(Discussion off the record.) 

Mr. Armstronc. We have the figures on the German east-west 
trade. There were $153 million of imports from the Soviet bloc, and 
$108 million in exports to the Soviet bloc in 1949. 1950 is higher, I 
know, because Germany was not in full production in 1949—but cer- 
tainly it is nothing like this $1 billion figure. 

Senator Scnorrre.. Off the record. 

(Discussion off the record.) 

The Cuarrman. To complete the record we will copy into it just 
one paragraph from a statement by Secretary of Commerce Sawyer 
of April 11, 1951. 

(The paragraph referred to follows:) 


The series of measures outlined above resulted in a sharp decline in United 
States exports to China. They fell from a level of $273 million in 1948, to $83 
million in 1949 and to only $34 million in the first 9 months of 1950. Exports 
to China in September 1950 were less than $1 million. During the first 9 
months of 1950, moreover, shipments of raw cotton, which is not considered 
strategic and which was in relatively free supply until recently, made up almost 
85 percent of the exports, and they were also halted before our supply situation 
became serious. 

Since the embargo action of the United States on shipments to Communist 
China, there have been no exports from the United States to China. 


The CuarrmMan. We also have a statement by Loring K. Macy, Dep- 
uty Director of the Office of International Trade, Department of Com- 
merce, before the House Foreign Affairs Committee, and just one para- 
graph from that will be put in the record. 

(The paragraph referred to follows:) 


The effectiveness of our controls is evident from the official trade statistics. 
Dollarwise, our exports to the U. S. 8S. R. in 1947 were about $150 million. In 
1948, they declined to $22 million, 85 percent of which left this country during the 
first 4 months of that year before our controls were put into effect. In 1949, our 
exports to the U. 8. S. R. were about $614 million, of which $4.3 million consisted 
of cotton which is of little significance strategically and was not then in short sup- 
ply ; and tobacco and wood rosin made up most of the balance. During 1950, our 
total exports to the U. 8. S. R. were only $752,000 and the total during January 
and February 1951 was $22,000, obviously insignificant amounts in terms of con- 
tribution to their war or economic potential. 


(The complete text of the Shawcross statement read on p. 364, 
follows: ) 


BRITISH INFORMATION SERVICES 


AN AGENCY OF THE BRITISH GOVERNMENT 
Official tect. 
Z. 2 
WasHINGTON, D. C., May 11th, 1951. 


TRADE WitH CHINA 


A statement made in the House of Commons on May 10th by Sir 
Hartley Shawcross, the President of the Board of Trade 


We are very glad that this matter has been raised in debate, since it will pro- 
vide a full opportunity of clearing up some of the genuine, if natural, misunder- 
standings which have arisen about this matter, and will enable us to make our 
policy abundantly clear. I join with the Right Honourable Gentleman, if-I may, 
in hoping that our discussions here will not become an acrimonious debate, which 
is the very last thing they should become on Anglo-American relations, but will, 
on the contrary, serve a useful purpose in cementing still more the close and 
friendly relationships and understanding which exist between this country and 
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the great democracy of America, which is so vital to the future of the whole 
world. 

Before I plunge into the full detail of this matter, I would like to make an 
apology and say a word or two by way of caveat and explanation. For myself, 
I must crave indulgence if at times I do not manifestly possess the familiarity 
with these matters which might have been expected from a Minister who was 
actually responsible during the time to which our debate relates. I shall do 
my best, but the Board of Trade is rather like a very big forest, and one some- 
times fails to see the wood for the trees. Then I must apologise for the absence 
of my Right Honorable Friend the Secretary of State for the Colonies. As I 
think was indicated by the Right Henourable Gentleman, this is a matter which 
is really very largely the concern of the Colonial Office rather than of the Board 
of Trade. My Right Honourable Friend would have wished to be here to deal 
with it, but he had to start off on an important visit to the colonial territories, 
and since the matter was obviously one which had to be dealt with in a compre- 
hensive way as far as possible by one Minister, the lot has fallen to me to do it. 

Secondly—and I hope this is not impertinence—I would like to suggest a note 
of warning, or to enter, as I should have said in my old capacity, a kind of 
caveat against the trap into which I myself have fallen in this matter, the 
trap of oversimplification. At first sight, this question of trading with China 
while she is participating in an illegal aggression in Korea, while she is defying 
the United Nations and fighting against ourselves and the other members of the 
United Nations who are seeking to restore and to maintain the rule of law, seems 
clear enough. At first blush, it certainly appeared so to me; and so, I dare say, 
it must still appear to our friends in the United States of America, whose sol- 
diers are suffering such very grievous casualties, but whose government, on the 
other hand, have not got the same involvements and difficulties which we have. 
The simple way of locking at the matter is, of course, that these men are our 
men and the soldiers of our friends. They are fighting together under the banner 


of the United Nations, and they are being killed by the arms and the armies of 
China. The idea of maintaining trade relations with China in those cireum- 
stances may well, at first sight, seem something which is utterly repugnant, 
but I venture to hope that our debate will not degenerate into a discussion of 
the accuracy of particular newspaper reports; at any rate, not at this moment. 

But when matters are looked at against the general background of our re- 


sponsibilities—and our commitments—in the Far East, and looked at real- 
istically, the matter really is not quite so simple as that. Let me, first of all, 
make this quite clear, because the Right Honourable Gentleman, the Member 
for Woodford (Mr. Churchill), referred to it, and that is my only excuse for 
following him with regard to the matter. For over two years past we have 
been controlling the export—in many cases, totally prohibiting the export— 
of things that might be of strategic value to Communist countries. We have 
completely prohibited the export of arms and armaments and of goods and com- 
modities having an immediate strategic importance to a number of destinations 
which cover the whole of the Soviet bloc and the whole of China. There is a 
very long list of things having direct military importance, or which might have 
direct military importance, the export of which to those countries is totally 
prehibited and has for a long time been totally prohibited. 

In addition to that, there is another long and complicated list of things the 
export of which is watched and restricted to quantities which it is considered 
would be absorbed in the’ normal peacetime economy of the countries to which 
they are exported. Since China began to participate in the aggression in 
Korea, a much more stringent and restrictive policy was, of course, put into 
operation against her. But up to that time our policy as regards China was 
the same as our policy in relation to rest of the Communist states. It was 
one which was designed to prevent anything being exported from us or our 
Colonies which would build up their military potential. 

The Right Honourable Gentleman, the Member for Woodford, referred to 
the question of recognition of the Communist Government of China. That is 
something which is somewhat outside the purview of my department. I would 
like to say that before we decided to recognise the Communist Government of 
China we had full consultation with all the Commonwealth Governments and 
with a number of others. Indian recognition, as a matter of fact, preceded our 
own. We recognised because we thought recognition was a plain acknowledge- 
ment of the facts as they existed, and those facts as they existed entitled the 
Communist Government, as a matter of International Law, to recognition. 
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I am not going to engage in controversy or argument on that point. This 
happened sometime ago, and it has happened. It is a matter perhaps, on which 
ohe may speculate. One perhaps might wonder whether, if other Governments 
had followed the lead we had taken in recognising the Communist Government 
as the legal Government—or indeed the de facto Government of China as the 
Right Honourable Gentleman, the Member for Woodford, thought should have 
been done—the present situation would have been as serious as it is. 

At all events—we thought rightly; the Right Honourable Gentleman, the 
Member for Woodford, may think not altogether rightly—we did recognise 
the Communist Government of China as the Government of China. Having 
done that, we did not shut our eyes as to“what kind of Government it was and 
we have sought—and these measures have been intensified, of course, since China 
came into the conflict in Korea—on the one hand to prevent the export of things 
which would in any significant way increase the war potential of the country 
concerned—of China. At the same time, and here again our policy was the 
same as towards the other Soviet countries, we have tried to maintain a trade 
from which our country obtains important and necessary supplies, taking 
the Communist states as a whole, particularly of timber, grain, and certain 
foodstuffs. When our policy in regard to trade relations with Communist 
countries is considered some of our critics perhaps do not always remember 
that this country is not entirely self-supporting, or that the granaries of Europe 
are in large part on the Eastern side of the Iron Curtain, nor was our tradi- 
tional trade with China something we could entirely ignore. It was something 
of considerable economic importance to us and to other Commonwealth and 
Colonial areas. We have thought—and I am speaking on the position gen- 
erally, as the Right Honourable Gentleman, the Member for Woodford, did 
before the actual participation of China in this military aggression—that it 
was to the advantage of the free world that both we and other countries in 
Western Europe should continue to draw from Eastern Europe goods which 
cannot readily be obtained elsewhere. But we can only obtain those goods if 
we send exports to those countries in return for them. Moreover, it has never 
been the policy of His Majesty’s Government to embark upon an economic war 
with other countries in the world or to start an economic blockade of the 
Communist countries. 

Until China’s intervention in the conflict in Korea altered the position, as 
of course it did so far as China was concerned, the basic justification of our 
trading policy in relation to the Communist countries has been that on an objec- 
tive assessment it confers as many advantages on us as it confers in return 
upon the Communist countries. It is very understandable that in other coun- 
tries which ‘are less dependent on imports to live and less dependent on exports 
to pay their way in the world, a stricter line should be taken; but, as a matter 
of fact, it is to be observed that our policy in this matter has been more restric- 
tive than that of any other country, apart from the United States of America 
themselves. 

Here let me say that in drawing up our control lists we have exchanged 
with friendly countries, and particularly with the United States of America, 
our views about these matters. I do not mean by that—and I want this to be 
quite clear—that we have asked for or obtained the approval of other countries 
to our prohibitive or our quantitative lists. The responsibility for making and 
operating these lists was clearly the responsibility of His Majesty’s Government, 
and we stand by the decisions that we have taken in regard to them; but, in 
order to assure the Committee that we have not been exporting goods of significant 
strategic importance, I propose very shortly to publish a statement or list of the 
kind of goods the export of which we have only permitted to allied and 
friendly powers. 

So much for the general position before the intervention of China in the 
aggression in Korea. When that intervention took place, it plainly became 
necessary to operate the controls and the restrictions with increasing severity. 
In pursuing that policy we were guided by four.main considerations. We desired 
to do nothing to jeopardize the friendship and the understanding between our- 
selves and the United States of America and the rest of the United Nations, or 
to jeopardise the common purpose in which we are all engaged in this matter. 
That is something that we recognize to be very vital. 

We desired, on the other hand, to do nothing which jeopardised the possi- 
bility of confining this conflict and localising it to Korea itself. We desired 
to do nothing which would jeopardise the military and the political security of 
our colonial territories in the Far East or be inimical to the interests of other 
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Commonwealth countries. Finally, we were determined to do nothing which 
would jeopardise the lives or safety of our own soldiers or of the other soldiers 
in association with whom our soldiers were fighting; and that, obviously, is 
the dominant matter to which we have to have regard in determining the nature 
of our policy. 

In the light of those considerations, and particularly of the last one, we have 
consistently limited exports to China to things not in themselves of direct military 
value or in quantities which were not of military significance. Apart from the 
case of rubber—and I am going to deal with the case of rubber—our trade with 
China, whether from here direct or from Colonial territories, can have had no 
significant or material effect on the military potential of China in Korea. Let 
me concede at once that in pursuing our policy we were not able to go the whole 
of the way with the United States of America, who imposed a complete embargo 
upon all trade with China in December of last year. Nor were the rest of the 
United Nations able to go the whole of the way with the United States in this 
matter. The reason for not being able to go the whole of the way with the 
United States has been made perfectly clear. 

We have sought to make it clear beyond any possibility of doubt by anybody 
that we wished to avoid any extension of the Korean conflict. We have sought 
to make’ it clear that if China were to seek to negotiate a settlement of the situa- 
tion in Korea she would certainly find us not ready for appeasement but ready 
to give reasonable considertion to any proposal she put forward which would 
have the effect of restoring and maintaining the rule of law in international 
affairs. We consider that it would reduce the chances of confining the conflict 
to Korea and reaching, at the end of the day, a reasonable settlement of that kind 
if we were to stop all trade with her. It has not hitherto been the policy of the 
United Nations to impose a-complete economic embargo; so, we in this country 
did not impose a complete economic embargo. 

Moreover, in applying the restrictions which we have—and I repeat that 
those restrictions were more stringent than those of any other country, apart 
from the United States of America—we have been throughout in close consul- 
tation with the United States Government again. I do not mean by that that the 
United States administration has not asked us to extend our controls and our 
restrictions. Naturally, they would have liked us to be able to go further along 
the way with them in the direction in which they themselves have gone. But 
given the difference in our points of view about imposing economic sanctions 
on China, and given the very special circumstances which exist and which are 
created by our responsibilities for Malaya, Singapore, and Hong Kong—responsi- 
bilities which give rise to problems for us which are very difficult and which 
are not shared at all by the Government of the United States of America—we 
hope—and I think it is fair to say this—that the United States Government have 
at least been aware of the special nature of our problems and of the importance 
of the steps that we have taken, in spite of those problems, to cut down our 
trading relationship with China. Indeed, the proposal which the United States 
Government have now made themselves to the Additional Measures Committee 
of the United Nations, and to which we shall give our support in that Committee, 
is not even now a proposal which calls for a total cessation of trade with China 
or which is intended to impose a complete blockade. 

There are some who think that we should cut off all trading relationships with 
a country whose troops are fighting against our troops. To meit appears. * * * 

Mr. CHURCHILL. I never attempted to use that argument. I have tried to argue 
that we should endeavor to reach a friendly agreement with the United States 
for our joint practice. 

Sir H. SHawcross. I am very much obliged to the Right Honorable Gentleman 
who represents, perhaps, in this matter a more moderate view than is held in 
some other quarters—possibly some outside this country. We have every hope 
of reaching a friendly agreement about this matter, and that is why I said just 
now that in the Additional Measures Committee of the United Nations we shall 


discuss and support the proposal which the United States Government is putting 
forward. 


Now I want to deal with the matter in a little more detail with regard to par- 
ticular exports. So far as those from the United Kingdom to China are con- 
cerned, I gave a list of those in some detail last Tuesday and, in view of what 
the Right Honourable Gentleman was good enough to say, I do not propose to 
enlarge upon it now. I merely repeat what I said then—that it is complete non- 
sense to suggest, as has been suggested—not at all by the Right Honorable Gen- 
tleman—that we were flooding Hong Kong with exports from this country, or 
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sending them direct to China, which had the effect of increasing China’s war 
potential. That is quite untrue; there is not the slightest foundation for it. 

As China has become more involved in the conflict in Korea, so we have pro- 
gressively imposed new controls and restrictions and strengthened existing con- 
trols and restrictions upon our trade with her. That is a continuing process, 
and I can assure the Committee, both in regard to direct trade from here and 
also trade from the Colonies to China, that we shall exercise a very vigilant 
watch over what is going on in the light of the circumstances as they exist at 
the time. 

It is the exports from the Colonial territories to China which have presented 
by far the greatest problem. Much has been said—and very naturally said— 
about the rubber situation. We published the facts about it a month ago, and I 
must say that we noticed their significance and took action to deal with the 
matter before we had published the facts and indeed, long before the House 
showed their very proper anxiety about this matter. Here, I should like to pick 
up the point which was put to me by the Right Honourable Gentleman as a result 
of an intervention by somebody else—a point about the figures. 

I gave the figures in an answer, I think, on 15th April. Those figures, as I am 
assured quite definitely by the Colonial Office—and I have here the statistics 
given me—included the rubber which was exported through Hong Kong. * Rubber 
is exported from Malaya or Singapore. Some of it goes direct and some of it goes 
via Hong Kong, and the total figures were the larger figures—and they included 
the lesser imports through Hong Kong. Rubber is not produced in Hong Kong, 
as the Right Honourable Gentleman knows, but it goes through Hong Kong in 
the course of transit. 

I dare say that the Colonial Office and the Rubber Study Group, who publish 
a rubber statistical bulletin, which I am told is the bible of the rubber trade, 
know a little more about these matters than the Honourable Member for North- 
field. I think it is clear that the figures I gave are the total exports and that 
the Hong Kong figures come within that global total. 

I do not think I need reiterate all the difficulties which have surrounded this 
question of the rubber trade, or need I remind the House that, whilst the economy 
of Malaya and Singapore depends largely on the rubber trade, and whilst other 
sources of supply are obviously open to China, this is not a matter with which 
it is very easy to deal. Nor need I discuss the obvious complications to our 
interests out there which arise from the breaking of forward contracts and mat- 
ters of that kind. We considered that the quantities of rubber which were 
being exported to China were certainly in excess of her civilian requirements and, 
although none of the other rubber-producing countries has so far taken the 
same action as we decided to take, we cut down the exports to what we thought 
was a reasonable figure, and we did that notwithstanding the difficulties and the 
em)barrassments it would cause in the two Colonial territories concerned. 

I should perhaps say that although we have been in constant communication 
with the United States of America on this question our decision to cut down 
the imports to the figure of 2,500 tons a month was taken without prior discussion 
with them and on our own responsibility. I am sure that American public 
opinion appreciated the action we have taken, but there was no question of 
their agreeing to it; this was our decision and we took it. Since taking it, 
a little over a month ago, we have been further examining the matter between 
ourselves and the Colonial Governments concerned and we have now decided, 
in view of the abnormally high imports of rubber into China in the first quarter 
of this year, that her civilian needs can be regarded as fully satisfied for the 
current year. 

What, therefore, we have decided to do, in view of these abnormally high im- 
ports into China in the first quarter of this year, is to request the governments 
concerned in Malaya and Borneo to take steps to ensure that there will be no 
further exports this year of rubber to China from Malaya and from the other 
British territories involved, and we are asking the Colonial Governments 
to act as quickly as they can in the matter. * * * 

Mr. Epen (Warwick and Leamington). One question arises from that im- 
portant statement, and it concerns the position of Indonesia. * * * 

Sir H. SHawoross. As the Right Honourable Gentleman appreciates, that is 
one of the great difficulties in this situation. It is very easy to say, “Cut off all 
your rubber exports to China.” What happens? Other rubber-producing coun- 
tries come in and fill the deficiency and, at the end of the day, we have not 
produced any practical improvement in the situation. Some may think that 
we had merely cut off our noses to spite our faces. 
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In asking our own Colonial Governments to stop these supplies of rubber, 
what we are doing is to express the hope, as I now do, that other rubber- 
producing countries will refrain from providing alternative sources of supply 
which might help to build up China’s war potential. We express that hope now, 
and at the earliest opportunity, when this matter comes before the Additional 
Measures Committee of the United Nations, we shall propose action by the 
United Nations with a view to securing co-operation in this matter by all con- 
cerned, so that our interests will not have been sacrificed and so that action by 
ourselves alone, however meritorious it may be, would not be rendered in- 
effective by supplies going into China from other countries. 

The question of transshipment and of transit cargoes is one of very great 
complication and legal difficulty and it is one with which it is proposed to 
deal before the Additional Measures Committee. Quite obviously, it is a mat- 
ter which must be investigated and we shall do our best to find some practical 
solution. It is a matter which concerns not only this country or its Colonies 
but which concerns every country which provides port facilities or transport 
facilities on the shipping lanes of the world. We hope we shall be able to find 
some solution to it; and that, I think, is all I can usefully say about the sub- 
ject at the moment. 

On the subject of rubber, I merely say this, in conclusion: We hope that other 
countries will follow this lead, but we have taken the lead. 

I should add this about the rubber position. To mitigate the hardship which 
these decisions may create in Malaya and the other countries concerned, His 
Majesty’s Government are prepared to buy the rubber for which forward con- 
tracts had been made in good faith before the imposition of these restrictions, 
and these purchases will be in addition to those which we should have made 
in any event, so that we hope no financial loss will be caused directly in con- 
sequence of what we have done. 

Now I turn to the very special problem of Hong Kong-China trade. In rela- 
tion to any attempt to restrict trade with China, the position of Hong Kong 
is manifestly more difficult than that of any other territory in the world. 
I sometimes do wish that those who criticise the policy that the Hong Kong 
Government have pursued had familiarised themselves with the position of 
Hong Kong. That is what has always got to be borne in mind in considering 
the policy—the trade policy—that the Colony has pursued. Even if they only 
considered its geographical position, that would help them to realise some of the 
difficulties that have to be encountered. 

Hong Kong is a great international entrepot port through which supplies 
have moved into and out of China from all over the world. I say from all 
over the world, because it is not only the United Kingdom that exports to 
Hong Kong. Of Hong Kong’s total imports 22 percent come from China; 10 
percent come from the United Kingdom; 17 percent—I am taking the figures 
for last year—come from the United States of America. That entrepot trade, 
and the local industries which are based on importing raw materials and making 
them up and then exporting the products, is the lifeblood of Hong Kong, and 
without it it could not possibly maintain its economy or support its population 
of 2,500,000 people. In particular, it depends on China for a considerable 
part of its food supply, particularly fresh foods which could not easily be 
obtained from elsewhere; and its water supply, although not, as I mistakenly 
said the other day, coming actually from Chinese territory, comes from the 
mainland and is extremely vulnerable in its situation. 

Moreover, 95 percent of the population are Chinese, many of them recent 
refugees and almost all maintaining close personal ties with China. It must 
be clearly realised by those who criticise Hong Kong policy in regard to trade 
with China that any serious food shortage, or any considerable unemployment 
in Hong Kong would provide opportunities for economic and political difficulties 
of a most serious kind. A military victory against Communism at the front 
door is of no good if Communism is infiltrating through the back door owing 
to economic, social, and political difficulties. 

In spite of the obviously high degree to which Hong Kong’s economy depends 
on trade with China, the Hong Kong Government have imposed a total prohibi- 
tion on the export to China of over 200 items of industrial equipment, such as 
a wide range of machine tools, steel products of particular strategic importance, 
copper, brass, cobalt, aluminum, zine, nickel, rubber tyres, many chemicals, 
including sulphur and sulphuric acid, certain types of railway rolling stock, and 
a large range of specialised radio and electrical equipment. All this in addition 
to the obvious things like arms, aircraft, and munitions. The full effect of these 
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restrictions is not yet shown in our last trade returns which have reached 
London, but I am told that the provisional figures for April show a very large 
drop in volume compared with earlier months. 

A great deal of publicity has been given to statements said to have been made 
by General MacArthur about Hong Kong’s trade with China. I cannot think 
his statement has been fully reported. At all events I am sure he would wish 
the full facts to be known. First of all, I should point out that the document 
from which General MacArthur was quoting was, apparently, a secret docu- 
ment, specially furnished at fortnightly intervals.by the Hong Kong Government 
to the United States authorities as part of the system of keeping a careful watch 
and statistical check upon exports to China. 

It would be difficult to find better evidence of our desire to cooperate closely 
with the United States authorities in the application of these controls and in 
supplying them fully with information of what was going on than the production 
of that document which fortnight by fortnight was handed by our authorities to 
the authorities of the Supreme Commander in that theatre of war. I do not 
find this fact referred to in the reports published over here of General MacArthur’s 
statements to the Senate Committee. 

General MacArthur, if correctly reported, seems perhaps not to have fully 
appreciated the nature of some of the information in the document itself. He 
referred by name to a number of items on this so-called strategic list, as I think 
it was called, but he did not mention the smallness of the quantities of many 
of the items involved. Thus he referred to petroleum, diesel oils, fuel oils, 
gasoline, kerosene, and lubricants. Certainly they were on the list. His 
recital of the fact caused very naturally great anxiety. What he does not seem 
to have pointed out at any rate, so far as the reports over here are concerned, 
is that the list showed nil quantities as having been exported to China. In 
fact, all exports of that kind had been prohibited as long ago as July 1950. 

Other items he quoted had been prohibited, as he might perhaps have been 
able to ascertain before he made his statement. Others again, although on the 
list, are not ordinarily regarded as being of strategic importance, such, for in- 
stance, as fertilisers, hand tools, and insecticides. These are the things to which 
he has specifically referred. Of the remaining items to which he specially re- 
ferred, many were not—I do not say all—being exported in quantities which can 
be regarded as strategically significant. I do not want to reduce the thing to an 
absurdity, but in the list for the period 19th February to 4th March from which 
the General was apparently quoting, he chose to select cameras. The list showed 
one camera exported to China over that period. 

Having said that, let me agree that the total figures for Hong Kong exports 
to China have been high in the first quarter of this year as compared with last 
year as a whole—£43 million as compared with £91 million for the previous year. 
It does not follow, as I have been pointing out, that in those exports was any- 
thing in sufficient quantity to have any strategic importance but, looking at the 
list as a whole, I am not prepared to say there were not a few items which it 
would have been better to restrict more stringently. That has now been done. 

But while it is very easy for people to say: “Impose still more restrictions,” 
I do beg them to have in mind these considerations: first, the need to refrain 
from measures which would cause serious economic hardship and consequent 
political difficulties in Hong Kong. Second, the need to ensure by way of trade 
the supply of foodstuffs and raw materials to maintain Hong Kong’s economy 
and which can only be obtained from China, exactly the kind of consideration 
which no doubt led General MacArthur himself to allow Japan’s exports to 
China in 1950 to build up from a monthly average of just over half a million 
dollars in the first half of the year to a monthly average of nearly 3%4 million 
in the last quarter of last year. Third, there is the need to refrain from action 
which might cause a widening of the field of conflict in Asia. 

Subject to all these considerations and in spite of all those difficulties—and 
they are very real and cogent difficulties which do not arise for the United States 
but which do for us—we intend, as I have said, not only to support the proposals 

which the United States are putting before the Additional Measures Committee 
of the United Nations and to march along with the rest of the United Nations 
in this matter—indeed, we are far ahead of all of them apart from the United 
States—not only that, but we have been reviewing with the Governor of Hong 
Kong what further steps can be taken without waiting for the United Nations 
to make sure that no Hong Kong exports are sent to China which might assist 
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China in any way at all to build up the strength or military potential of her 
country, * * * 


Mr. Haroitp Davies. I am sorry to interrupt my Right Honourable and learned 
friend. The figures of Japanese exports to Hong Kong are.of importance, but 
according to the “Oriental Economist” the exports direct from Japan to China 
have increased from 5,600 million yen to 13,000 million yen this year, and they 
were a quid pro quo insofar as we could also see the secret strategic list of ex- 
ports in that direction. * * * 


Sir H. SHAwcross. It is very difficult to get out all these figures, and I am 
not in a position to confirm that one. I can only give the figures for last year. 
My own impression does not agree with that of my Honourable friend, but I 
am not pretending to be in a position to give accurate figures for the last three 
months of Japan’s China trade, or say whether they have gone up or down. I 
am giving figures up to the time when the United States imposed an embargo, 
as from America, in regard to exports to China, and I am not in a position to go 
beyond it. 

I finish what I fear has been an overlong speech on a subject of some great 
importance, not only to this country but elsewhere, by expressing the hope that 
the statement I am now concluding will not only clear up misunderstandings 
here, but will fully allay the anxieties in the United States of America—anxieties 
which we very readily understand, but which we think were largely based on a 
lack of adequate information. We in this country have never been backward in 
supporting the cause of freedom and in protecting the reign of law and democ- 
racy, and we are not backward now. 


(Discussion off the record, pursuant to which, at 4:45 p. m., the 
executive session adjourned. ) 
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MONDAY, MAY 14, 1951 


Unirep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 


The committee met, pursuant to recess, at 10:35 a. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senators Maybank, Benton, Moody, Capehart, Bricker, 
Schoeppel, and Dirksen. 

The Cuatrman. I will ask the committee to come to order. 

Mr. Small, would you come up, please? Mr. Small, I was going 
to give you this letter, with which you are probably familiar, because 
I know you were interested in the procurement of the armed services 
of strategic materials and things of that kind, and that has to do with 
what Secretary Marshall wrote me. He called me up, I think it was 
on Friday and again on Saturday, stating that he would like to go 
down to Virginia this afternoon when he gets through with the hearing 
before Senator Russell’s Armed Services Committee. So, of course, 
1 was pleased to say for the committee that that was all right, and 
I trust it is all right with the other committee members. 

Mr. Lovett also said he was going with the general. So I called 
Mr. Lovett and told him that I felt certain the committee would under- 
stand his doing that. If we want Secretary Marshall and Mr. Lovett, 
we can call them later, as we had you this morning, and Secretary 
Chapman scheduled for this afternoon, and we had a full day anyhow. 

Mr. Lovett or Secretary Marshall—I do not remember which—said 
that you would be here to represent them insofar as you could. They 
sent me the letter I handed you, which I was going to ask you to read. 

Any details concerning the military that we would possibly ask we 
shall ask when the Secretary finds it convenient to be here. 

I would like you to read this letter because it shows we need a great 
deal of preparedness in this country, and, after all, that is what we are 
here for. If it were not for the necessity of preparedness, there would 
be no need for controls, and there would have been no supplemental 
appropriation passed last week. 

I was surprised on reading the paper yesterday to find on the front 
page of the Washington Post that the country was so well prepared. 
All the information I have or have received as a member of the Appro- 
priations Committee is that we are on the way toward preparedness, 
but there is still a lot to do. We will have to spend a lot of the 
taxpayers’ money for preparedness. 

This committee is only considering this bill as an essential measure 
for priorities and in order to keep down inflation. I wanted to make 
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that statement because, as far as I am concerned—and I trust the 
committee agrees with me—we should have Secretary Marshall and 
Mr. Lovett at some later date. 

Senator CareHart. How soon will you have Secretary Marshall? 

The Cxuarrman. I have not set that date because we have such a 
tremendous schedule in front of us that I thought we could work it out. 

Senator Caprnart. You mean possibly this week? 

The Cuarrman. I do not know about this week. I would think we 
could get around to them soon. 

Senator Carrnartr. The only thing I want to say is I think the 
necessity for controls is based on how big or how small the needs 
of the armed services are. 

The Cuatmman. That is the only reason we want them to appear. 

Senator Carrnart, Secondly, what we are preparing against, and 
how long we are going to prepare. It would seem to me as though 
the only one who could give us that information would be Secretary 
Marshall. 

The Cuatrman. I do believe it would be the proper thing to have 
the Secretary here, but I thought in view of the fact that he was 
testifying all last week before the Armed Services Committee, and 
all of this morning, that we should give him a little time to rest. 

Senator Capenart. I think we should give him a little time to rest 
up from that ordeal, but we ought to have him come here. 

The Craman. He will be glad to come here. Mr. Lovett also 
will be glad to come here, but we will have them at whatever time is 
most convenient in our schedule. That is why we are here, in order 
to facilitate military preparedness. 

Mr. Small, I will not question you on the letter, because I am aware 
of the fact that you would not know the detailed answers to some of 
the things he mentions. Will you go ahead, sir? 


STATEMENT OF JOHN D. SMALL, CHAIRMAN OF THE MUNITIONS 
BOARD, ACCOMPANIED BY LEONARD NIEDERLEHNER, COUNSEL, 
AND ALFRED SCANLAN, ASSISTANT COUNSEL 


Mr. Smatx. All right, Mr. Chairman. Then with your permission 
I will read the letter from the Secretary of Defense, dated May 12, 
1951. Itreadsas follows: 


Tue SecrETARY OF DEFENSE, 
Washington, May 12, 1951. 
Dear SENATOR MAYBANK: As I told you on the telephone last week end, I have 
commitments of long stnading outside of Washington on Monday and Tuesday, 
May 14 and 15, and would find it extremely difficult to.withdraw from them at 
this late date. Nevertheless, I do wish to take this opportunity to state to you 
and to the committee that the Deparment of Defense strongly urges the enact- 
ment of S. 1397, the amendments to the Defense Production Act of 1950. 
The Chairman of the Munitions Board will appear before your committee 
in person and will present the views of the Department of Defense in greater 
detail than it is possible for me to do through this letter. 


The Cuairman. That is the procurement part. 
Mr. Sma. It continues as follows: 


However, I wish to state some of the compelling reasons “ye I feel that this 
legislation should be enacted. 
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First, as to the necessity for the extension of the Defense Production Act of 
1950, now scheduled to expire on June 30, 1951. We are at present in the very 
early stages of defense mobilization and the full impact of military programs 
will not, in my opinion, be felt by the economy until this coming winter, and, 
more particularly, in the calendar year 1952 and the winter of 1952-53. For this 
reason, we respectfully urge the extension of the necessary authorities for 2 
years. 

The rate of expenditures in the budgetary sense for deliveries under our pro- 
gram has increased about 300 per cent per annum in the past year. The total 
expenditures in the fiscal year 1951 will be about 19 billions and, in the fiscal 
year 1952, we estimate them to be over 39 billions for the three military depart- 
ments alone. These are expected deliveries arising out of past and current 
obligations. This rate of deliveries means that there is back in the productive 
machine as a result of lead-time, vast amounts of raw materials and unfinished 
materials. Shortages in certain fields are sure to develop, and authority, in our 
opinion, will be needed to deal with these situations. 

These reasons among others lead us to urge the continuation of those sections 
of the Defense Production Act of 1950 relating to priorities and allocations. 

The third area in which the Department of Defense has a vital interest 
lies in the sections of the act relating to expansion of productive capacity and 
supply. The armed services are doing their utmost in cooperation with industry 
to accelerate the production of the necessary end items needed to provide initial 
equipment and modernize our authorized military forces, and also to supple- 
ment the efforts of our allies by providing certain equipment authorized under 
the mutual defense assistance programs. 

In an effort to avoid the enormous cost of production and storage of large 
war reserves and the wastefulness through obsolescence of certain weapons 
occasioned thereby, we are endeavoring through the expansion and multiplication 
of production lines in being to spread the mobilization costs over a period 
of time by careful scheduling and thus provide a rapidly expandable mobiliza- 
tion base on a going concern basis rather than on a warehouse and storag 
basis. 

The continuity, therefore, of the productive effort is of tremendous importance 
in our plans and the reliability of supply and the growth of productive capacity 
is of cardinal importance to us. In order to provide 18 divisions, plus a number 
of regimental combat teams and supporting units with their initial equipment 
and a reasonable mobilization reserve by July 1, 1952, we will need to face 
many emergencies in production if we are to keep up to schedule. 

The problem posed by equipping 95 wings for the Air Force within the same 
time limit raises at once the question of the urgent and competing demand for 
certain types of machine tools, electronic equipment, etc., and the schedules 
eannot, in my opinion, be met unless authority exists somewhere to act promptly 
and, if possible, ahead of the event where shortages develop in critical items. 
The Air Force must have live production lines as an essential part of its mobili- 
zation and combat reserve. 

Similarly, in the preparation of 1,161 combat vessels by July 1, 1952, for 
the Navy and Naval Air requirements, expansion of facilities will be needed. 
Here, too, there must be a determination of priorities in several areas of 
critical items. 

On top of these requirements are the obligations undertaken by this country 
for meeting the needs of certain of our allies, notably those in Western Europe 
under the mutual defense assistance programs. 

It is our estimate at this time that somewhere between 18 and 20 percent of 
our total national output will have to go into over-all defense production in 1952. 

For the reasons I have given, we, therefore, respectfully urge favorable action 
by the committee in the area of expansion of productive capacity and supply. 

The items I have mentioned above are, as I have said, of peculiar and direct 
concern to the Defense Establishment. There is, however, one additonal area 
of overriding impertance in which the Department of Defense is greatly con- 
cerned, both from the point of view of the quantity of end items we receive and 
also in connection with the handling of our budgets. This, of course, is the 
matter of attaining some reasonable stability in prices. Our budget estimates 
are based on current price levels. Inflation of substantial rises in prices has 
the effect on our procurement program of reducing the end amount delivered 
to us. 

For example, between April 1950 and April 1951, out of every $10 billion 
appropriated to us, we lost about $2 million worth of goods through price 
rises alone. 
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A few examples of this may serve to point up the problem and indicate why 
our interest is so lively in this program. 

Ten months ago, the Army was paying $160,000 per unit for heavy antiaircraft 
guns. By March, the price of these same gun units had risen to $250,000, or by 
56 percent. We, obviously, will get less guns for the same money originally 
requested in the budget. 

In hearings before a House Armed Services Subcommittee on October 3 last 
year, the Under Secretary of the Air Force translated the price rises up to that 
time into dollars and applied this increase against the construction of aircraft 
and related matériel appropriation estimates. . The programwise shortage was 
figured to be the equivalent of 750 F-86 fighter aircraft. 

In summary, it is the best judgment of the Department of Defense that the 
authority in this act should be continued and that the amendment of the act in 
certain particulars is of the greatest importance in the interest of our national 
security. We do not see how the military targets set and the approved schedules 
can be met without some such legislation carrying powers to be exercised with 
discretion, so that the degree of action taken may be fitted to the need as it 
arises in the unforeseeable future. 

I will appreciate it if this letter can be inserted into the official record of the 
hearings in the bill. 

Faithfully yours, 
G. C. MARSHALL. 


The Cuairman. All right, Mr. Small. The General’s statement 
with regard to these price rises affecting the program has come to me 
another way. Ina hearing on an appropriation bill the information 
came to me that of the last $2,000,000,000, $750,000,000 was spent on 
the price increases in the supplemental bill. 

- ye will you proceed in your own way with your statement, Mr. 
ma ; 

Mr. Smaxy. With your permission, Mr. Chairman, I will read a 
prepared statement I have. 

I am appearing before you today to urge the extension of the De- 
fense Production Act of 1950 for 2 years until June 30, 1953, and in 
support of the amendments thereto which are before this committee 
for consideration. 

I would like to refer to the progress which already has been made 
in meeting the military requirements that have been set up as prime 
targets of the mobilization effort. Under the somarpesilinll authority 
contained in the original Defense Production Act, passed by Congress 
last September, the Defense Department has been able to place orders 
for modern weapons and the other requirements of war, for ourselves 
and for our allies, at the rate of nearly a billion dollars a week. For 
the 9-month period since the Korean attack, the Department has obli- 
gated over $23 billion, out of a total of $32 billion, which thus far 
has been made available in the fiscal year 1951 for procurement and 
construction. In addition, another $1 billion was obligated in the 
January-March quarter of the stockpiling of strategic materials. 

Of course, deliveries under these orders have not proceeded at a 
rate in any way approximating that of placing the orders, since much 
of the equipment ordered requires a long lead time and their delivery 
necessarily can oecur only months after the actual placing of the 
order. Nevertheless, deliveries have continued to rise steadily, and 
it is estimated that deliveries in fiscal 1951 of hard goods, and con- 
struction will total about $11 billion, including the deliveries: from 
funds appropriated for prior years. 

The CuarrMan. You left out the soft goods. 
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Mr. Smauu. Yes; in the $11 billion. They are, however, included 
in the $19 billion in the Secretary’s letter. Soft goods, and so forth, 
are in that figure. 

The Cuatrman. I just wanted to bring out that you left out the 
soft goods. 

Mr. Smarz. Yes. 

During 1952, however, deliveries of hard goods will increase sharply 
to an estimated total of $38 billion including the mutual defense as- 
sistance program. 

Senator Bricker. Was that delay evident in the stockpiling pro- 
gram as well as in the general procurement program / 

Mr. Smauu. This is the procurement program of the three mili- 
tary departments, and the stockpiling is not in it. 

Senator Bricker. But has the delay you mentioned in the procure- 
ment program been also evident in the stockpiling program ? 

Mr. Smatu. In the stockpiling program, in a time of shortage such 
as We are going through now, with increasing and rising shortages, 
the things we are short on, and getting shorter on, are the things we 
should have had in stockpile a year ago, or 2 years ago. Therefore, 
it becomes more and more difficult to put them in stockpile and take 
them away from the economy. 

Senator Bricker. And you have the same delay in placing the or- 
ders ? 

Mr. Smart. Yes. 

Senator Capenarr. In order to avoid the same mistake in the future, 
why were they not procured a year ago? 

Mr. Smatuu. I think, Senator, the best answer to that probably is 
the chart which I will show you. 

Senator Carenart. If it is going to take too long I would rather 
not have it. Was the money appropriated ? 

Mr. Smatx. Not enough. 

Senator Carenart. Did you use all of the money that was appro- 

riated ? 

: Mr. Smauu. All of the money that was appropriated? Referring 
to the chart in order to be 100 percent sure I am right on this, as we 
moved from here, from fiscal 1947 to fiscal 1948, to fiscal 1949, to 
fiscal 1950, I have charted here the money that was authorized, and 
by the end of each year all of the money had been obligated—by the 
end of each fiscal year. Up to the end of 1948 that amounted to some 
$500,000,000. Up to the end of 1949 it amounted to $1,500,000,000 
against the current stockpile objective of something over 8 billion. 

Senator Carenart. Our failure to stockpile properly, you say was 
due to a lack of appropriations on the part of Congress. 

Mr. Smauu. In great degree. 

Senator Carenart. To a great degree? You mean they did not 
“pprepeaats enough money ? 

Mr. Smauu. That is right. 

Senator Carenart. Did they appropriate the amount of money 
that was asked for by the defense establishment ? 

Mr. Sma. No, they did not. We also had some other problems 
then, involving the policies that we were only supposed to be stock- 
piling things which were in surplus. We were not supposed to take 
it out of the essential economy, or to take it away from industry. I 
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cannot quarrel with that very much, since in that particular period, 
1947 and 1948, we wanted to get the economy running full blast and 
did not want anything to hold it up. 

Senator Capenart. Did we stockpile all of the materials we needed 
from overseas ¢ 

Mr. Smauu. Practically all of the strategic materials that are stock- 

iled do come from overseas. There are some that come from home, 

ut the great bulk of them come from overseas. To give you a quick 
look at it, that is the present status. The black lines are the present 
status of the stockpile which shows you we are not or do not: have 
national security as yet in this field. 

Senator Capenart. In stockpiling? 

Mr. Sma. In stockpiling. 

Senator Carenart. For the record, as I understand it, the reason 
is that you have not had sufficient money ¢ 

Mr. Smay. Until this last year. 

Senator CapeHart. You mean the last 12 months? 

Mr. Smatt. Since the beginning of fiscal 1951. 

Senator Capenart. That would be July 1, 1950. 

Mr. Satu. Yes. 

Senator CarpgeHart. Beginning July 1, 1950? 

Mr. Smatw. That is right. 

Senator CareHart. You have had sufficient money since that time? 

Mr. Smatu. That is right. 

Senator Carpruart. And you have spent all of the money that has 
been appropriated since that time? . 

Mr. Smatu. We obligated by the end of fiscal 1950, or shortly after 
the end of fiscal 1950, all of the money we had appropriated for fis- 
cal 1950. In fiscal 1951 the Congress recognized the situation and 
gave us heavy appropriations, which have not yet been obligated in 
their entirety, and cannot be obligated that quickly. As I say, ever 
since the spring of 1950 the acquisitions for the stockpile have been 
growing increasingly difficult. 

Senator Bricker. What is that book you have there? Is that 
statistics on the stockpiling program ¢ 

Mr. Smatt. Yes, sir. It happens to be secret, but I will give you 
any information I can—keeping in mind that this is an open hear- 
ing. 

Senator Bricker. What I was wondering is, How much of that 
can you furnish for each member of the committee? 

The CuarrMan. I am chairman of the committee that has juris- 
diction over the stockpiling agency and I know that they did not 
give you the money you asked for. 

Mr. Smaut. That is right. 

Senator Carenart. That was prior to July 1, 1950. 

The Cuarrman. For 2 years I was chairman, and they did not 
get what was asked for. It was cut on the Senate floor. But that 
is neither here nor there, because it is all secret. Let us do this: 
When Mr. Small gets through testifying we can have an executive 
session, and then give you this information. I think it would be 
worth your while. 

Senator Capenart. I think it would be interesting. 

Have there been any benefits through ECA to our stockpile? 
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Mr. Smatu. Yes, sir. There has been some increment to the stock- 

ile and other help. 

The Cuatrman. In counterpart money ¢ 

Mr. Smatx. Through counterpart money. 

Senator Carrenarr. How much have we been able to stockpile 
through counterpart money in dollars and cents? 

Mr. SMa.u. Not a great deal since Korea. I think it was somewhere 
= 13 and 17 million. I will supply the correct figures for the 
record. 


(The following was received in response to the above :) 


STOCKPILE PROCUREMENT BY THE ECONOMIC COOPERATION ADMINISTRATION * 


(Extract from Munitions Board report to Congress on stockpiling, January 23, 
1951, covering the period July 1 through December 31, 1950) 


The Strategic Materials Division of the Economic Cooperation Administration 
has made purchase commitments, from July 1, 1950, to December 31, 1950, in 
the total amount of $8,975,212 with Economic Cooperation Administration 5 per- 
eent counterpart funds. These strategic materials purchases are for the United 
States stockpile and include industrial diamonds, coconut oil, cobalt, ferro- 
manganese, mica, quinidine, fluorspar, and aluminum. 

Contracts were signed during this same period covering several developmental 
projects which involve the expenditure of $4,659,693 from the Economic Coopera- 
tion Administration strategic materials dollar fund and an equivalent of $13,854,- 
680 of Economie Cooperation Administration 5 percent counterpart funds. These 
contracts provide for the delivery of strategic materials to the United States 
stockpile in either the form of repayment of the Economic Cooperation Adminis- 
tration advances, purchase options, or both. The materials involved are alumi- 
num, copper, lead, zinc, cadmium, and industrial diamonds. 

There are a number of projects pending which indicate possible future expendi- 
tures of at least $40 million from the Economic Cooperation Administration 
strategic materials dollar fund and an equivalent of $80 million in Economic 
Cooperation Administration 5 percent counterpart. Most of these projects are 
for increasing the production of strategic materials, including copper, cobalt, 
bauxite, graphite, lead, zinc, beryl, mica, chrome, tungsten, columbite, tantalite, 
and tin. The pending projects also include proposals for various types of sur- 
yeys, improvement of port and rail facilities, and power developments, all of 
which are deemed important to the strategic materials program. The Economic 
Cooperation. Administration advances in dollars and 5 percent counterpart are 
to be repaid wherever possible by the delivery of strategic materials to the 
stockpile. 

A forecast of possible future purchases of strategic materials is difficult to 
make. However, it appears reasonable to assume that purchase opportunities 
will develop from time to time and should total at least $20 million in 5-percent 
counterpart funds during the next year, based on past records and future 
expectancies. 

It is expected that the activity of the Economic Cooperation Administration in 
Marshall plan areas with respect to strategic materials will continue along the 
same two general courses: 

(1) The purchase of these materials with the Economic Cooperation Admin- 
istration 5-percent counterpart funds; and 

(2) The provision of the Economic Cooperation Administration dollar and 
5-percent counterpart funds for approved projects to increase the production and 
supply of strategic materials generally with provisions for repayment in mate- 
rials and/or options to purchase such materials for the stockpile. It is felt that 
both of these methods of procuring strategic materials are important direct con- 
tributions to the stockpiling program. The Economic Cooperation Administra- 
tion will continue to consider financing projects for the exploration of strategic 
materials with repayment in materials when production is attained. Projects 
will also be considered which involve the improvement of transport facilities 
for the shipment and handling of strategic materials, with possible repayments 
for the stockpile. 


1 This material supplied by the ECA. 
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Senator Carenart. Between 13 and 17 million dollars? 

Mr. Smaxu. Yes. The reason for that is in the ECA countries our 
purpose has been to increase their productiveness, so that they could 
een themselves and get away from dollar aid. 

The Cuamrman. Not only that, but we want to develop those coun- 
tries to get the materials. 

Mr. Smatz. And they need the very materials we need to increase 
their productivity, so that again we have been all looking for the same 
thing. e 

Senator Carenart. You mean the other countries have been looking 
for the same things we have. 

Mr. Smarts. That is right; and with their growing productivity they 
need manganese for steel, and they need tungsten for cutting tools, 
and so on. You would think it would be very easy to get the great 
bulk of these materials out of counterpart funds, but for the most 
part these particular things are things we are getting for dollars, and 
thus reducing their needs for dollar aid from us. 

Senator Carpenart. Would it be possible to secure all of the critical 
materials we need on an exchange basis, meaning that we ship to the 
respective countries materials that are made in the United States, or 
produced in the United States, and which are purchased by the Gov- 
ernment and sent to them, and then they with their own currency pur- 
chase the strategic materials we need over here and ship them to us? 
Did you ever give any thought to that? 

Mr. Smauu. Oh, yes. You mean on the production-barter basis. 

Senator Carenart. For example, I am thinking of India at the 
moment. They want $300,000,000 worth of wheat. If we have the 
wheat, why do we not ship them $300,000,000 worth, and why, in turn, 
do they not ship us a like amount, purchased with their own currency, 
of $300,000,000 worth of manganese? Why does not Britain do the 
same thing on rubber in Malaya? 

Mr. Smatx. I am afraid I am not competent to speak to that. I 
think you should ask State the question. It is one that is constantly 
up, and they are constantly struggling with that problem. It requires 
action by other governments. 

Senator Carenart. But you say that it has been considered ? 

Mr. Smauu. Yes, sir. 

Senator Bricker. You have run into the embargo in India, have 
you not? 

Mr. Smatz. Yes. On certain things. 

The CuarrmMan. On the atomic material they have certain problems 
in India. They could have done it if they wanted to. 

Senator Benton. Did we not operate in the last war that way ex- 
tensively ¢ 

Mr. Sma. In some instances. In other places we gave them dol- 
lars, and then refused to give them materials or things which they 
needed. They did not need the dollars as much as they needed 
things, and we would not let them have the things. 

Senator Benron. My impression is we operated that way to a great 
extent in the last war, and that it was very effective. 

Mr. Smatu. Where it could be used it was effective. You cannot 
do it 100 percent by any manner of means. It has been flexible. 

Senator Carenart. So the ECA benefited stockpiling to the extent 
of $13,000,000 to $17,000,000 worth of goods? 
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Mr. Smauu. Yes. In a very substantial number of cases they have 
as ~~ of the program been helpful in increasing or getting projects 
underway which would increase the supply of these critical materials 
we are talking about. 

Senator CarrHart. You mean, increase them on the basis they 
would sell them ? 

Mr. Smauw. The funds advanced are usually repaid in materials 
produced by the project. The balance of production could be sold. 

The Cuarrman. Helping them with the railroads is a good example. 

Senator Carruart. Would it have been possible to have them de- 
liver those strategic materials to us in payment or part payment for 
the loan to have built the railroad to increase their productive capa- 
cities ¢ 

Mr. Smauy. Again I think that is a question for the other agencies 
to answer. 

Senator Carenart. There might be some cases in which it could be 
done, and others in which it could not be done ? 

Mr. Smatu. Yes. 

Senator CapeHart. You understand one of my pet peeves is that 
we give everything away and get nothing in return for it. 

Mr. Smaux, You are not alone in saying it. 

Senator Capenart. I am not alone, you say? Well, I am certain I 
am not. 

Senator Benton. Could I ask a question, Mr. Chairman ? 

The Cuamman. Yes. 

Senator Benton. In line with Senator Capehart’s questions, Mr. 
Small, is it not true the way we have done this buying in the last 18 
months has played a big part.in pushing these prices up on such com- 
modities and creating this world inflationary spiral which is at the 
root of some of our present difficulties today with other countries? 

Mr. Smaxu. I question it, Senator. I have seen the statement in 
print, and it is a very easy convenient criticism of the way in which 
things are being done. I think in the morning Post this morning they 
had part of an editorial on that. They said there had been frantic 
buying, or something like that, for the stockpile. This is not true. 
Stockpile purchases are only a small share of total United States pur- 
chases in the world markets—too small in themselves to greatly affect 
world prices. We have not been buying frantically or recklessly. 

The stockpile is not a military stockpile. The stockpile is a national 
stockpile. For the most part, the substantial part, the stockpile is to 
take care of the essential economy of our country in the event of all- 
out war. That is, the railroads, the utilities, the military, and so on. 
In many of the products that are on the stockpile list the military’s 
direct share is negligible. 

Take tin. It isa very good example. I think I have said that some- 
where in the statement. I do not remember. However, the military 
share of tin is negligible. We take very little tin directly. We buy 
food in tin cans, but our take of tin cans is small compared to the 
population of our country, and the military take, even if it took two 
or three times as much per capita, would still be minor. 

The other big use of tin is solder, which is used throughout industry 
and in all industry. Our share of the use of solder by industry is 
roughly comparable to the dollars of hard goods compared with our 
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national gross hard-goods production. So there is one material which 
is of extreme importance to our economy where the overwhelming 
interest is a civilian interest, and essentially a civilian interest. 

However, the stockpile is to take care of the needs of essential 
economy plus the military in time of all-out war. 

Senator Benton. But regardless of whether you are buying it for 
the war purpose or the civilian purpose, we have been buying some 
of those commodities in sufficient quantities in an allegedly free mar- 
ket in such a way that prices have risén with extreme rapidity. Rubber 
and tin are very good examples. 

Following Senator Capehart’s suggestion and in view of the prac- 
tices for the last war, I have wondered whether it would not be 
an infinitely better practice to have held these prices down and con- 
trolled this inflation and avoided a lot of the problems in relation to 
other problems we have now precipitated due to the inflation. 

Mr. Smatt. I do not think stockpiling is a major factor in pushing 
prices up. For example, take an individual thing like rubber. During 
the period of all-out war if this country is to have national security, 
you must have natural rubber. Remember always that no matter 
how much synthetic you have got you have to have natural to mix 
with it. Synthetic, for a good many of these vital purposes, will not 
work alone. You have to mix natural rubber with it. Therefore, in 
a period of all-out war you have to have a certain amount of nataral 
rubber in the stockpile which is procured by GSA, which handles the 
ourchasing of all these materials in the stockpile. The Munitions 

oard buys none of it. It is all handled through GSA. 

My understanding i is during the period of the greatest inflation in 
rubber prices last fall GSA were out of the rubber market, and since 
then their offering price has been 5 cents per pound or more under the 
market. 

In my opinion a very great deal of the drastic increase in these prices 
has been the feeling of the speculators all over the world that they 
could not lose if they were going to buy one of these scarce materials, 
and I believe that there has been indirectly a very serious running up 
of the price by our enemies. 

Senator Benron. Operating in a free and uncontrolled market, they 
could not lose. 

Mr. Smatz. They could not lose. 

Senator Benton. That gets back to Senator Caphart’s question as 
to whether we should have operated in a free and uncontrolled market, 
which is at the heart of this question when he suggests that there should 
be barter under Government control. 

Senator Capenart. All I want to do is get something in return for 
the dollars we give away. I want to get the physical things we need 
when the other countries need physical things that we have. 

Mr. Smau. But I honestly believe—and I say this with great sin- 
cerity—the stockpile is unjustly damned for the things the speculators 
have been doing all over the world, and for what our enemies have been 
doing all over the world. 

Senator Carenart. For example, we are quite short of manganese at 
the moment, are we not ? 

Mr. Smaty. We are short from the point of view of the quantity in 
stockpile. 
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Senator Carenartr. Of manganese? 

Mr. Smati. Of manganese. 

Senator CarrHarr. Now, we badly need manganese, do we not? 
We need more manganese ? 

Mr. Smauti. We need more manganese, but we need a good many 
other things too. 

Senator Carpenart. The people in India badly need wheat, and they 
are our big source of supply of manganese, are they not ¢ 

Mr. Smaty. They are one of the large sources. 

Senator Capenart. They have an abundance of manganese. So why 
did we not 6 months or 8 months ago exchange sufficient wheat to keep 
those people from starving over there, and exchange it for manganese, 
which we badly need ? 

Mr. Smauu. I am afraid I will have to refer you to the appropriate 
agency on that, Senator. As I said before, action by other govern- 
ments is involved. 

Senator Carruart. Let us get the appropriate agency up here, Mr. 
Chairman. 

The Cuarrman. We had the State Department up here Friday in 
executive session for 3 hours. We did not go into manganese, but we 
did go into wheat and wool and rubber, and other things. 

Senator Scnorrret. Mr. Chairman, I would like to ask Mr. Small a 
question. 

The Cuarrman. Go ahead. 

Senator Scnorrre.. Mr. Small, you testified about obligating funds. 
For the purpose of the record, does obligating funds mean immediate 
implementation of the funds, or do you just set them aside, or would 
the proper agency set it aside for the purpose of this or that for the 
future? When you set it aside, that is obligating it, is it not ? 

Mr. Sma. I wish this were capable of a short and simple answer. 
For the most part, obligations are contracts which are firm commit- 
ments. 

Senator Scnorrret. That is what I wanted in the record. 

Mr. Smaux. For the most part—but there are a number of instances, 
for example, in our arsenals, where we tell them we are going to devote 
so much money for a particular project, like the production of Garand 
rifles, if you like. Arsenals are not a contractor in the sense that a 
poo contractor is, and therefore it is not in the same category as 
veing a firm contract. There are other comparable examples. 

But taking it from the layman’s point of view, an obligation is a 
firm commitment. 

Senator Scnorrre.. On these strategic materials, is it not true that 
England and France through their official departments are complain- 
ing that this Government has bought up most of the strategic ma- 
terials ¢ 

Mr. Smauw. It certainly has appeared in the press. The criticism, 
as I say, has an appeal to a lot of people, but the answer to it is per- 
fectly simple and compelling. The progress of acquisition for the 
stockpile shows it is not true. I have the record, and I know what 
we have acquired for the stockpile. 

Senator Scuorrret. You may not want to answer this, and it may be 
a matter for executive session, but do you think there is a possibility, 


if this thing continues and the market remains tight, that we will have 
to share our stockpile ? 
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Mr. Smatu. If this situation grows more serious, and if some of 
these things threatening our mutual security continue, there is no 
question about it. 

Senator Bricker. Are we not already doing it in a way? 

Mr. Smauu. No, sir. 


Senator Bricker. There is no sharing from the stockpile at all, as 


yet 

Mr. Smauy. Not yet. We guard the stockpile because it is there for 
an all-out war. - 

Senator Carenart. You might be buying more for the stockpile if it 
were not for the shortage. Is that cmalatt 
jaek Smatx. That is right. We have to use common sense in this 
thing. 

Senator Bricker. Has there been an international allocation of 
stockpile material as among the various nations—our friendly allies, 
whoever they might e-that has limited your ability to purchase 
for that stockpile? 

Mr. Smaxu. There has been no international allocation in the sense 
you are talking about; no. The limitation on getting material in the 
stockpile is purely the exercise of common sense on our part, where 
we set a price on rubber of 5 cents under the market, and will not pay 
these extortionate prices. On tin you know what has happened on 
that. It is public information. We have gone out of the market, 
— yet in, of course, is vital to the tin-can industry and the solder 
industry. 

Reaaian Bricker. Do you feel your supply of tin now is adequate? 

Mr. Sma.u. No; let me expand on that. The objectives of the 
stockpile are very carefully figured out by some extremely competent 
people, who known most about these commodities that are available 
tous. I will not go into a discussion of how they are figured out, but 
anyhow, they are figured out, and if we have not got that amount 
in our material “bank,” I for one would not be satisfied. I cannot be. 
It is my job to see we get it in the bank, if I can. 

Senator Bricker. The reason I asked you about tin is it is listed 
that the need of the Army for tin is for machine guns, pistols, rifles, 
machine-gun mounts, gun carriages, fuze setters, telephone range 
finders, sound locators, telescopes, helmets, water bags, compasses, 
and so forth. The Navy has submitted a similar list. 

That is a very considerable list of Army and Navy equipment that 
they need tin for. It seems to me that the military side of it is 
emphasized just as much, if not more so, than the domestic need for tin. 

Mr. Sma. The military share of tin in the annual supply of our 
country is less than 5 percent. The direct military share, that is. 
I am talking about tin as tin. In addition to that, we do use tin cans, 
and our contractors do use solder. 

Senator ScHorpreL. Mr. Small, I think the figure has been bandied 
about—and I do not know whether it is right or wrong—that about 
14 pounds of manganese are used to a ton of steel. It is said that that 
is a good criterion of proper manufacturing usage. I think it was 
brought out in the congressional hearing that we have some deposits 
of manganese in about 27 of our own States in our own country, and 
those deposits of manganese are much cheaper than lead, copper, 
zinc, and some of these other related metals in our own country now. 
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Now, what has your Department, or the related departments of the 
Government here, done in relation to developing, or seeing that those 
were developed domestically ¢ 

Mr. Smatu. My Department—the Munitions Board—turns to the 
other departments of the Government who have the responsibility in 
those areas, and we say, “We want manganese. We want our country 
self-supporting, if we can be, in manganese, if that can be done eco- 
nomically. We want manganese for the stockpile.” 

How they do it and how they accomplish it is the responsibility 
in this particular case of Interior, in the Defense Metals Administra- 
tion. I do not know whether you have them up here to testify or 
not, Mr. Chairman. — 

The Carman. To whom do you refer? 

Mr. Smaux. Do you have the Defense Metals Administration listed ? 

The Cuatrman. Yes. That is Secretary Chapman, and he is com- 
ing this afternoon. 

Senator ScnoerreL. That is probably a question that ought to be 
submitted to him. 

The Cuamman. Yes. He will be here this afternoon. 

Gentlemen, do you desire to have Mr. Small finish reading his 
statement, and then go into executive session’ If you want to ask 
him questions concerning some of these matters he cannot testify in 
open session, we could do it at that time. Mr. Small, do you desire 
to read the rest of your statement ? 

Mr. Sma. Yes. I would prefer to read it. 

Senator Bricker. We did not have this, Mr. Chairman, so maybe 
we had better read it. 

The Cuamman. Yes. We usually ask them to submit it 24 hours 
in advance. 

Let us make certain that these witnesses tomorrow, Mr. DiSalle and 
Mr. Johnston, have their statements here tonight, because everybody 
will want to know what they are going to say when they are here. 

Mr. Smatu. Mr. Chairman, copies were up here Saturday. 

The Cuarrman. Somebody told me that they got them this morning. 

Senator Bricker. They were just handed out this morning. 

The Cuarrman. I understand now that they came in here Saturday, 
so the record will stand corrected. However, Saturday afternoon the’ 
offices were all closed up. 

Mr. Smauu. Excepting ours. 

The CuarrmMan. Mine was not either. I came down here. 

Mr. Smatt. I said here we had obligated some $23 billion out of 
a total of $32 billion, and then started to say, of course, deliveries 
under these orders have not proceeded at a rate in any way approxi- 
mating that of placing the orders, since much of the equipment ordered 
requires a long “lead time” and their delivery necessarily can occur 
oaly months after the actual placing of the order. Nevertheless, de- 
liveries have continued to rise steadily, and it is estimated that 
deliveries in fiscal 1951 of hard goods will total about $11 bilhon, 
including the deliveries from funds appropriated for prior years. 
During 1952, however, deliveries will increase sharply to an estimated 
total of $38 billion including the mutual defense assistance program. 

We hope, if war does not come, that 1952 will be the peak year of 
defense appropriations. It will not, however, be the peak year for 
deliveries. Without knowing the level of appropriations necessary 
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in fiscal 1953, we can be as certain as we can of anything that deliveries, 
including those from prior year funds, will exceed those for fiscal 
1952. 

Progress has also been made in stockpiling. Although purchase 
orders for stockpile materials have not been given a priority rating, 
controls exercised over material supplies have contributed to the 
availability of materials for the stockpile. And we hope control of 
materials will have a substantial continuing effect in assisting us to 
meet stockpile goals. Stockpiling is, of course, a tremendous under- 
taking and one of a long-term nature compared to that of meeting 
the immediate military demands. The continuance of the’ Defense 
Production Act will be essential to accomplishing stockpile objectives. 

Senator Carrnart. You say that the continuance of the Defense 
Production Act will be esential to accomplishing stockpile objectives, 
and just above that you say stockpiling has not been given a priority 
rating. Just how will the continuation of this act help you in your 
stockpiling objectives? 

Mr. Sma. Limitation orders, Senator. Cutting down on the use 
of some of these things, and making people substitute and making 
them shift to other and more abundant material. 

Senator Carenart. In other words, it just makes a greater supply 
available. Is that it? 

Mr. Smauv. That is right. 

Senator Carenart. But you can accomplish the same thing, can 
you not, by priorities? 

Mr. Smauu. No. It is very different. Priority means that you 
take first off the shelf. The other way it puts more on the shelf. 

Senator Carenart. If you were given a priority on your stockpile 
purchases you would be able to get the materials? 

Mr. Smaux. In my opinion priorities alone—I have been, as you 
know, for many years on this thing—and I believe priorities alone 
would not do the job. 

Senator Carenarr. Of course, I am surprised stockpiling has not 
been given a priority, particularly on certain things. 

Mr. Smauy. The progress that we have been able to achieve in the 
production and procurement of the materials and items needed to 
meet military requirements could not have been achieved without the 
statutory authority provided by the Defense Production Act. With- 
out it, neither materials nor productive capacity could have been ob- 
tained on time to meet a minimum mobilization schedule. However, 
the act is due to expire, according to its present terms, on June 30, 
1951. If that were to occur, it would be fatal to our whole program 
of a military build-up. 

I think that it is self-evident that the act must be extended until 
June 30, 1953, in order that we reach the production and procurement 
targets which have been established as our prime objectives for the 
next 2 years, It should be remembered that, in spite of the strenuous 
efforts which have been made through the stepped-up procurement 
program to meet the goals of military requirements, we would be 
deceiving ourselves if we were to assume that the maximum produc- 
tion and procurement effort had been made and that we could now 
relax our efforts. What we have done so far, as the President pointed 
out in his message to Congress of April 26, 1951, consists essentially 
of laying a solid basis for future efforts. 
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Our procurement goals are always contingent upon the develop- 
ments in the international situation in general, and in Korea in par- 
ticular. But even assuming that the situation in these areas remains 
relatively stable, still the major impact of our military build-up on 
the nation’s economy is yet to come. The maximum production im- 

act, as measured by requirements for raw materials—not as measured 
ry appropriations, or measured by dollars, but as measured by re- 
quirements for raw materials—will probably occur in calendar 1952. 

In addition, deliveries of military equipment will rise for a time 
thereafter, before reaching the goals deemed necessary if our Armed 
Forces are to be properly maintained to the extent that the national 
security demands. Therefore, it is clear that the next 2 years will 
be a crucial time for our mobilization effort, and that not only the 
authority presently provided by the Defense Production Act, but 
some additional authority, will be needed until we clear the produc- 
tion’'and procurement obstacles that must be overcome before we can 
take any assurance that our industrial and military strength is suf- 
ficient from the point of view of national security. The amendments 
to the Defense Production Act which have been proposed will provide 
the additional increments of authority which will be needed to sustain 
the production and procurement effort that we must make. 

In my testimony, I will endeavor to confine my comment to those 
particular amendments which affect my own field of responsibility, the 
production and procurement of military items, and merely make pass- 
ing observations concerning those provisions which are directed more 
at the stabilization effort than toward the military build-up. 

The first major amendment, which is of interest to the Depart- 
ment of Defense, is that which would add a new section 202 to the pres- 
ent act under which condemnation authority would be given to the 
President. The authority asked for here is exactly the same which 
Congress provided in title II of the second War Powers Act during 
World War II. Insofar as production equipment and facilities are 
concerned, authority now is provided in the requistion title of the 
present act. However, with reference to command facilities, 
authority is required. 

By the terms of the proposed amendment, the President, when he 
deems it necessary in the interests of national defense, could institute 
proceedings in any court of proper jurisdiction to acquire by con- 
demnation, any real property, facilities, temporary use thereof, 
other interests therein, together with any personal property canted 
thereon or used therewith. Under existing authority supporting Gov- 
ernment condemnation of private property, condemnation is not 
granted as a right but is merely permissive, and, moreover, the pro- 
cedures that must be followed require long delays before the court may 
grant the right to condemn. The proposed amendment to the act will 
allow immediate possession to be taken by the Government of the 
property needed for the national defense upon the filing of the con- 
demnation petition. 

Under the extremely heavy public-works programs which are antici 

pated within the Department of Defense during the present national 
pence ig it is imperative that the defense construction program be 


new 
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accomplished with a minimum of delay. In providing the authority 
for the immediate taking of property against which a condemnation 
petition has been filed, the amendment to the Defense Production Act 
still preserves the full scope of the judicial procedure authorized b 
existing law for the protection of private parties. Thus the amend- 
ment has the dual virtue of expediting the defense effort, while at the 
same time fully preserving private property rights. 

Senator Dirksen. May | state at that_point that really the only 
right which is reserved is the right to haggle over the amount of com- 
pensation involved? Would not that be about correct ? 

Mr. Sma. That is right, I think. 

Senator Dirksen. It is a pretty broad power. 

Mr. Smaxt. That is right. 

Senator Dirksen. Have you any specific occasions in mind where 
you needed this power up to this time? Would it have been used if 
it had been on the books 

Mr. Smatx. I do not have in front of me any specific ones, but I can 
assure you that in setting up the new airfields, and in setting up some 
of the other command facilities, that the Departments have run into 
trouble. I can get the information for you, if you like. 

Senator Dirxsen. It is not necessary. 

Senator ‘Bricker. You have the full power of condemnation in a 
case of that kind now, do you not? 

Mr. Smauu, No. 

Senator Bricker. For Government use and Army purposes? 

Mr. Smauz. Not to possess immediately, we do not have. We have 
the right of condemnation. 

Senator Bricker. You have the power of requisition, which is in 
the law at the present time, for productive facilities. 

Mr. Smaux. Only productive facilities, Senator. This is a matter 
that is, for the most part legal, and I wanted a clear-cut explanation 
of this thing and, if you will permit me, I will read it to you. 

The Cuarrman. I wish you would. 

Mr. Sma. In the amendment contained in section 202 we are re- 
questing the same authority which the Government possessed under 
title II of the Second War Powers Act approved March 27, 1942. We 
require the authority in connection with our physical build-up of 
command, training, and operational facilities as distinguished rom 
production facilities. I point out that the authority already exists in 
the present statute to acquire real property by requisition if such prop- 
erty comprises “facilities necessary for the manufacturing, servicing, 
or operation of * *° * equipment, supplies, or component parts” 
needed for national defense. 

Senator Bricker. That seems to me to be pretty broad and pretty 
inclusive, is it not? 

Mr. Smatu. The interpretation, as I understand it, has been that 
that does. not apply to command facilities. 

Senator Carenart. It does not apply to what ? 

Mr. Smautx. To command facilities. 

Senator Bricker. What do you mean by that ? 

Mr. Smau. Take an airfield. According to the interpretation that 
would not fall under that. The interpretation is that this is primarily 
or entirely industrial. 
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Senator Carenmart. Mr. Small, if you will yield, let me read title 
Il,on page 2,oftheact. It reads as follows: 


TITLE II—AUTHORITY TO REQUISITION 


Sec. 201. (a) Whenever the President determines (1) that the use of any 
equipment, supplies, or component parts thereof, or materials or facilities 
necessary for the manufacture, servicing, or operation of such equipment, sup- 
plies, or component parts, is needed for the national defense; (2) that such 
need is immediate and impending and such as will not admit of delay or resort 
to any other source of supply; and (3) that all other means of obtaining the 
use of such property for the defense of the United States upon fair and reason- 
able terms haye been exhausted, he is authorized to requisition such property 
or the use thereof for the defense of the United States upon the payment of 
just compensation for such property or the use thereof to be determined as 


hereinafter provided. 

Now, wherein lies the weakness of that ? 

Senator Dirksen. In real estate. 

Mr. Smatu. The opinion of our attorney on that is, if your interpre- 
tation is correct, we would not have any problem there, but the inter- 

retation which has been placed on it is that it is primarily manu- 
acturing in industry. 

Senator Bricker. The interpretation by whom? 

Mr. Smauu. By the other people concerned. 

Mr. Scanian. Senator, the Office of Defense Mobilization has in- 
terpreted that section, reading the language literally and I think cor- 
rectly, to apply only to productive facilities, as opposed to the com- 
mand installations to which Mr. Small referred. 

Senator Carenart. What are these command installations? 

Mr. Scanuan. A piece of land for an airfield, or a piece of land 
for a barracks, as opposed to taking over a factory for turning out 
essential material. The authority has not been used and we believe 
it should not be unless absolutely necessary. 

If your interpretation was correct and applied to real property, it 
would be all right with us. We would not have to come here to 
support an amendment which is neded to give us the additional author- 
ity required in the condemnation of real property. 

Senator Carenart. Then the only additional authority you need 
is to be able to condemn land; is that correct ? 

Mr. Scanian. No. To condemn land for command facilities, as 
opposed to acquiring land on which there is a factory turning out an 
essential product for national defense, 

Senator Bricker. Do you not have the power now for condemnations 
of anything needed for the Army and Navy for war purposes? 

Mr. Scanuan. No. I wish it read that broadly. Mr. Small has a 
statement which I think would be more responsive to the question, if 
he would read it. 

Senator Bricker. Go ahead. 

Mr. Smauu. May I continue? 

The Carman. Yes. 

Mr. Smauu. The four significant elements of section 202 are: 

3 Right to acquire temporary use of real property ; 
(2) Right to acquire any personal property located on the real 
property acquired or used therewith ; 

(3) Right to take immediate possession upon the filing of a con- 
demnation petition; and 
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(4) Right to occupy, use, and improve property acquired prior to 
approval of title by the Attorney General. 

Aside from the requisition authority in relation to production 
facilities, the present authority exists in the military departments: 

(1) Under the act of August 1, 1888, as amended (40 U.S. C. 257), 
the head of an agency, when authorized to procure real estate for 
public use, may proceed by condemnation proceedings in a court of 
competent jurisdiction to acquire the property. Under this statute 
possession is granted upon conclusion.of litigation and after the price 
is fixed. Additional authority is provided under the act of February 
26, 1931 (40 U.S. C. 258(a)), to acquire title upon a declaration of 
taking and deposit of estimated just compensation. Possession is fixed 
by order of the court prior to the determination of compensation and 
subsequent to the fixing of title. The reasons these two statutes do 
not provide sufficient authority are : 

(a) They do not permit possession to be taken of condemned prop- 
erty until formal order of the court entered after litigation. Long 
delays are usually typical in exercising the condemnation authority 
provided under these statutes. 

(>) These statutes do not authorize condemnation for the temporary 
use of property. Since the need for temporary rather than perma- 
nent use is often present, the statutes to that extent are insufficient. 

(2) Under the act of July 2, 1917, as amended, the Secretaries of 
the Army and the Air Force may cause proceedings to be instituted 
for condemnation of any land, temporary use thereof, or other interest 
therein or right pertaining thereto needed for fortification camps and 
construction of plants for production of munitions of war and, in 
time of war or imminence thereof, immediate possession may be taken 
upon the filing of a petition for condemnation. This statute is de- 
ficient in two respects: 

(a) The authority granted thereunder can only be exereised dur- 
ing the time of war or imminence thereof. 

The Cuatrman. Is not that a limited war now? 

Mr. Smatu. I hope not. 

The Cuairman. Of course, I hope as you do outside of Korea, but 
we have certainly a limited war there. 

Senator Bricker. We have a war there. 

Mr. Swati. Yes; but not an all-out war. We have an aggression 
going on. 

Senator Bricker. If you have 60,000 casualties, it looks to me as 
though you have a war on your hands, 

Mr. Smaux. You sure have. 

Senator Bricker. If that does not apply there, I do not know when 
you could get it to apply. 

Mr. Smatu. If I could proceed with the reading of this paragraph, 
I think it would clear it. 

Senator Bricker. Go ahead. 

Mr. Smaui. Yes. 

(a) The authority granted thereunder can only be exercised dur- 
ing time of war or imminence thereof. This is a finding which courts 
would be reluctant to make in every circumstance without a formal 
declaration of war being in effect, which, of course, is not the case 
at present. 
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(6) By a statutory fluke the Department of the Navy could not 
utilize the authority granted by the 1917 act. The authority was origi- 
nally granted to the Secretary of War and extended to the Depar tment 
of Air Force by transfer order under the National Security Act of 
1947, as amended. It still does not reside in the Department of the 
Navy, which, of course, needs it equally as much as the other miiltary 
departments. 

t should be pointed out that the condemnation authority exercised 
by the military departments in the past has always been supported 
by the courts as proper exercise of the condemnation power for public 
purpose. With that record to reinforce our request for condemnation 
authority as provided in section 202 of the amendments to the De- 
fense Production Act there should be no less confidence that the power 
of condemnation will be fairly exercised with full appreciation of 
the rights of private parties such as has been the case in the past. 

Senator Bricker. What other kinds of properties do you have in 
mind condemning i in addition to the airfields you were talking about ? 

Mr. Sma. All sorts of command facilities. In the case of the 
Army it would be training bases and facilities. It might well be that 
they would want to take over some existing facilities. It could well 
be an existing airport, for example. 

Senator Bricker. The only trouble you would have under the pres- 
ent statute at the present time, with the Army and Air Force then, 
is that the courts might not determine there is a war or imminence of 
war? ‘ 

Mr. Smatz. That is certainly it. You are leaving it as clearly an 
uncertain question. 

Senator Bricker. I think it would be a dumb or blind judge if he 
voted there was no war at the present time. 

Senator Carrenart. I think the judge would have to hold we are 
not at war, because the President of the United States says we are 
not at war. He says it is a police action and we are not at war. 

Mr. Sma. We in the Department of Defense believe this amend- 
ment is a good one and it will work to the benefit of our national se- 
curity, and it will be established properly, and we should have it. 

Senator Carenart. Section 201 on page 2 of the act seems to ac- 
complish exactly what you are talking about, if you simply added to 
the words, “that the use of any equipment,” or if you said just pr ior 
to that phrase, “The use of any land.” If you added the term “land,” 
would you not cover it all? 

Mr. Smatv. I am not certain. 

Mr. Scantan. I believe essentially you are correct, Senator, that 
the requisition section could be broadened by language. I would not 

want to give a hip-pocket opinion as to w hether that particular lan- 
guage would do it. 

Senator Carrnart. As a member of this committee who sat through 
the hearings when the act was passed, it was my intention to give 
you the right to do that. Of course, I do not know how you could 
acquire a factory building without acquiring the land it sits on, do 
you? 

Mr. Scanian. No. Absolutely not. It was certainly the inten- 
tion to allow us to acquire land on which productive facilities rested, 
but we were never sure, and in fact the interpretation was rendered 
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to the contrary, that it authorized condemnation of land for command 
facilities. But if your intention prevailed, we would have no real 
problem. 

Senator Carruartr. Would an existing commercial airport be 
called commercial facilities? 

Mr. Scanuan. Yes. 

Senator Carenarr. A factory certainly is a facility, and it sits on 
land. You certainly could not take the -factory without taking the 
land. o 

It seems to me all you have to do is add the word “land.” I think 
that was the intention of the committee. 

The Cuatrman. I agree with the Senator. 

Senator Bricker. Any other interpretation is a very narrow and 
wrong interpretation. I do not want to give complete power to the 
Government when requisition will take care of it. 

The Cuarrman. I am in agreement with you. It was my thought 
it was included, but that is the interpretation. I think some time 
when we have the proper witnesses in here that we ought to have this 
defined. I have been talking about this in connection with a plant 
around Fort Jackson, and they say they have no authority to take 
the land. 

Senator Careuarr. How did you acquire the land on which the 
South Carolina atomic plant is being constructed ? 

The Cuatrrman. They have not acquired it. 

Senator Bricker. That is under a separate statute. 

The Cuatrman. The Atomic Energy people have laws of their own. 

Let me mention this: Mr. Barnes talked to me about that. He is 
in charge of that, and he said it is very unsatisfactory, but there is 
nothing they could do. He made certain recommendations, and he 
tells me that the Government would not agree to them. So that is all 
mixed up. I think we ought to get Mr. Banes down here. 

I think, Mr. Small, that this subject is completely mixed up. In 
my own State people are coming to me and telling me this and that, 
and Mr. Banes himself told me that. 

Senator Carrnart. My position is that the present act gives you 
the right to condemn land. 

Mr. Smau. Not land alone. The land and personalty on the land 
needed for command facilities. 

Senator Carrnartr. What do you mean by command facilities? 

Mr. SMa.u. As opposed to industrial facilities. The use of a train- 
ing base is not an industrial facility, which is the interpretation placed 
upon the act as presently written—the authority as presently written. 

Senator Bricker. Would the extension of the 1917 act to cover 
the Navy instead of just the Army and Air Force meet your objections? 

Mr. Sma. I do not think so. I would have to turn to the lawyers 
on that, but my feeling is that that process is too slow. 

Senator Bricker. Under that act you have the power to take over 
immediately. 

Mr. Scantan. No. That is not the point. What you suggest as a 
solution for the problem would bring the Navy up to the level of the 
Air Force and the Army, as far as the statute is concerned, but the 
statute would still be deficient in one essential respect. Immediate 
possession is not granted by the terms of that statute unless during 
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war or the imminence of war. It is fixed by a court order, and I 
think you know in that case there may be a delay of 3 to 6 or 8 
months, and there could be a situation where a comman facility was 
needed to establish a camp.’ However, it would be a good thing to get 
that straightened out, so that the Navy as well as the Army and Air 
Force would be entitled to use the 1917 statute. 

Senator Bricker. What you would have to do is transfer such 
authority to the Department of Defense rather than to the two seg- 
ments of the defense program. If that were done and the word “land” 
were included in the requisition statute,.is there anything further 
you would need then ¢ 

Mr. Smatu. We would want certainly in this thing a reference to 
command facilities. 

Senator Bricker. But would that cover it? 

Mr. Scantan. There would be a doubt about that. Secondly, the 
requisition section, of course, has some findings in there which the 
Congress put in to make sure that the requisition of a man’s factory, 
for instance, would be ny a last resort. These required findings 
might be very difficult to make in certain situations. I certainly would 
not want to give a flat answer as to whether madification of the requisi- 
tioning section would be equal to the condemnation authority which 
we seek here. I think it would not. I think that the cleanest way 
to do it would be to do as the Congress did in the second title II of 
the Second War Powers Act. 

Senator Bricker. That would give the Government power perma- 
nently to take over facilities and to requisition them for war purposes. 

Mr. Scanuan. National defense purposes. That is right. 

Senator Scuorrren. Did this grow out of any specific instance? 
Let us say, for instance, the Wichita Airport ? 

Mr. Scanian. I do not know whether the Navy had in mind the 
Wichita Airport, but the Navy had a number of cases, such as Oceania. 
I believe we could get you some of the cases. It was thought this 
problem would arise as it did back in World War II, which called for 
title II of the Second War Powers Act, and which made condemna- 
tion apply, and which was a speedier process. 

There is no attempt to cut away the judicial procedure. You would 
still have to enforce whatever right you had through the courts. Even 
though the authority asked for would cover the right to possess, you 
would still have to go to the court, just like you would in bringing 
an action of ejectment. 

So there is no purpose behind this condemnation amendment which 
would cut away that fundamental judicial procedure. The purpose 
is, as the chairman said, to clear up the 1917 act and remove any doubt 
about that and, secondly, to remove any doubt from this act about 
command installations and the right to acquire property by condem- 
nation for command facilities. It is because of those two funda- 
mental doubts that we felt required to come here, and ask for this 
amendment. 

It is one amendment in whose drafting the Department of Defense 
participated thoroughly, and it is one it needs. 

Senator Bricker. The only thing left for judicial interpretation 
would be that question Senator Dirksen raised awhile ago in regard 
to the price. That is the only thing that would be left to the courts. 
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The Cuarrman. I think the thing for you to do is for you to get 
those cases, and if there is no objection, they will be put in the record. 
Senator Bricker. And set out what your present needs and dif- 


ficulties are, and how the power was used in the Second World War, 
and the instances wherein it was used. 


‘The Cuarrman. How many cases do you think you had ¢ 

Mr. Scanian. I do not think too many, Senator. 

Mr. Smarty. Yet. Not too many yet, but we expect more. 

The CHatrmMan. But you have specific ones, and in your judgment 


there has been a hardship imposed by you not being able to take 
them over ? 


Mr. Scanuan. Yes, and as Senator Bricker mentioned, the World 
War II experience might high light the experience in many cases. 

The Cuarrman. When can you get that ? 

Mr. Scanuan. I think this afternoon. 

The Cuarrman. Send it down tomorrow, and we will print it in 
the record. Send a copy to Senator Bricker also. 

Mr. Scanian. Yes, sir. 


(The information requested follows :) 


CONDEMNATION OF LAND 


In the amendment contained in section 202 we are requesting the same author- 
ity which the Government possessed under title II of the Second War Powers 
Act approved March 27, 1942. We require the authority in connection with our 
physical build-up of command, training, and operational facilities as distin- 
quished from production facilities. The authority already exists in the present 
statute to acquire real property by requisition if such property comprises ‘fa- 
cilities necessary for the manufacturing, servicing, or operation of * * * 
equipment, supplies or component parts” needed for national defense. 

The four significant elements of section 202 are (1) right to acquire temporary 
use of real property; (2) right to acquire any personal property located on the 
real property acquired or used therewith ; (3) right to take immediate possession 
upon the filing of a condemnation petition ; and (4) right to occupy, use, and im- 
prove property acquired prior to approval of title by the Attorney General. 

Aside from the requisition authority in relation to production facilities, the 
present authority exists in the military departments. 


ACT OF AUGUST 1, 1888 


Under the act of August 1, 1888, as amended (40. U, 8. C. 257), the head of an 
agency, when authorized to procure real estate for public use, may proceed 
by condemnation proceedings in a court of competent jurisdiction to acquire 
the property. Under this statute possession is granted upon conclusion of liti- 
gation and after the price is fixed. Additional authority is provided under the 
act of February 26, 1931 (40 U. S. C. 258 (a).), to acquire titie upon a declara- 
tion of taking and deposit of estimated just compensation. Possession is fixed 
by order of the court prior to the determination of compensation and subsequent 
to the fixing of title. The reasons why these two statutes do not provide suf- 
ficient authority are— 

(1) They do not permit possession to be taken of condemned property until 
formal order of the court entered after litigation. Long delays are usually typical 
in exercising the condemnation authority under these statutes. 

(2) These statutes do not authorize condemnation for the temporary use 
of property. Since the need for temporary rather than permanent use is often 
present, the statutes to that extent are insufficient. 

It must be remembered that in an emergency program, the military depart- 
ments receive their authority to construct early in the planning stages. To 
achieve the objectives of the program as quickly as possible, land clearance, actual 
construction, and land acquisition must go forward simultaneously; the cus- 
tomary peacetime technique of authorization, site selection, survey, title search, 
appraisal, condemnation proceeding or purchase, opinion of the Attorney Gen- 
eral, payment of award and possession, and then, entry on the site by the con- 
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tractor and the beginning of construction cannot be followed if the new estab- 
lishment is to be used before the emergency passes. 

Under the Declaration of Taking Act an accurate land survey and map must 
be available. This is necessary since the Government is bound by the declara- 
tion of taking and title to the described area and all interests therein irrevocably 
are vested unless the owner thereof consents to dismissal, The acquiring author- 
ity must deposit in court an estimate of just compensation on a tract by tract 
basis. This requires the procurement of appraisals, the possible procuring 
of supplementary information and the recommendation to the Secretary of 
estimated amounts for deposit. The parties in interest and the extent of their 
holdings must be definitely known since the deposits are allocated for their use 
by withdrawal from the registry of the court in advance of the final determina- 
tion of compensation. In a like manner, this requires the procuring of title 
services, preparation of certificates or-abstracts, and review. It may be observed 
at this point that both the appraiser and the title searcher are seriously handi- 
capped and delayed unless an accurate survey of the site, tract by tract, delineat- 
ing the individual ownerships, is available ; this survey is distinct from any over- 
all perimeter which constitutes only the external boundary of the site to be 
acquired. 

The necessary delays entailed in attempts to operate under the Declaration 
of Taking Act, as prescribed above, arose early in World War II. For that 
reason, Congress enacted title II of the Second War Powers Act. Operating 
under this act the Army and Navy, during the last war, were able to expedite 
the acquisition and development of command facilities, training sites, air fields, 
ete., which were essential to the military build-up of those days. Anticipating 
the heavy public works program already authorized by Congress similar authority 
is needed during the present national emergency. Operating under such au- 
thority, upon authorization a site would be selected in consultation with an 
appraiser who would give his flash estimate of the cost of the entire area, the 
property roughly identified by a general perimeter (i. e., on the north by a high- 
way, on the west by railroad right-of-way, on the south by the property of John 
Smith, and on the east by the present Government activity being expanded), a 
record owner search made to determine necessary parties defendant, the petition 
filed based on such data, and the court petitioned to award possession. 


ACT OF JULY 2, 1917 


Under the act of July 2, 1917, as amended, the Secretaries of the Army and 
the Air Force may cause proceedings to be instituted for condemnation of any 
land, temporary use thereof, or other interest therein or right pertaining there- 
to needed for fortification camps and construction of plants for production of 
munitions of war and in time of war or imminence thereof, immediate posses- 
sion may be taken upon the filing of a petition for condemnation. This statute 
is deficient in two respects: 

(1) The authority granted thereunder can only be exercised during time of 
war or imminence thereof. This is a finding which courts would be reluctant 
to make in every circumstance without a formal declaration of war being in 
effect, which, of course, is not the case at present. 

(2) By a statutory fluke the Department of the Navy could not utilize the 
authority granted by the 1917 act. The authority was originally granted to 
the Secretary of War and extended to the Department of Air Force by transfer 
order under the National Security Act of 1947, as amended. It still does not 
reside in the Department of the Navy which, of course, needs it equally as much 
as the other military departments. 

During the hearing on the condemnation amendment proposed to be added 
to the Defense Production Act, several of the Senators on the Senate Bank- 
ing and Currency Committee suggested that the 1917 act could be amended 
to take care of its present deficiencies and that by amending this act the 
Department of Defense would have sufficient condemnation authority to meet 
present mobilization demands. With reference to this suggestion, it is our 
opinion that the 1917 act could be amended in two respects which would 
strengthen it perceptibly. In the first place, by amending the act to vest con- 
demnation authority thereunder in the Secretary of Defense, with the power 
to redelegate it to the Secretaries of the military departments he present 
situation could be remedied and the Department of Navy would then share 
equally with the Departments of Army and Air Force condemnation authority 
under the act which is not the case at the present time. Secondly, the language 





404 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


“during national emergency declared by the Congress or the President” 
could be added to the present proviso clause which limits at present the right 
of immediate possession upon the filing of a petition for condemnation to prop- 
erty which is acquired ‘in time of war, or the imminence thereof.’ If the 
1917 statute were amended in these two particulars more expeditious actions 
could be taken by the military departments in condemning property needed for 


the national defense. 

Mr. Smart. Shall I continue? 

The Cuamman, Go ahead, Mr. Small. 

Mr. Sma.. .There are two-important changes which the proposed 
amendments to the Defense Production Act would make in the present 
section 303, which now provides authority for the expansion of pro- 
ductive capacity and supply. The first is the deletion of the word 
“raw” which now precedes the word “materials” in line 3 of the pres- 
ent section 303 (a) of the act. The object of this is to permit the 
authority now given for purchase of, or commitments to purchase, 
metals, minerals, and other raw materials to be utilized in certain 
cases with reference to materials generally including end items. 

Under the presently existing authority to enter into long-term pur- 
chase contracts, the Government has been able to agree to purchase 
specified amounts of producers’ output for relatively long periods. 
As the Secretary of the Interior undoubtedly will point out, this 
authority has been particularly helpful in the case of mining of stra- 
tegic minerals where marginal high-cost mine shafts can only be 
brought into production if there-is an assurance of a guaranteed 
purchase contract extending over a considerable period of time. 

Since military items in general, and the production lines which 
turn out these items, are made from metals, it is obvious that in this 
period of industrial and military build-up, that the availability of 
metals in a good measure determines the tempo of our mobilization 


effort. The guaranteed purchase contract authority has been of 
extreme importance in raising domestic prvmnencn of needed minerals 


and metals. It should be made, applicable for use when necessary to 
secure increased production in areas of critical importance, particu- 
larly those such as tungsten, cobalt, and manganese. In the field 
of other materials, particularly end products, this device may be 
necessary, for example, for pool orders on machine tools and some 
types of electronics equipment. Government pool orders provide a 
means for aiding production and distribution of scarce items. Such 
001 orders are essential if we are to complete on time the tremendous 
job of tooling up for our military production schedules. 

A second major addition to the present authority is the creation of 
a new section 303 (c). By the terms of this proposed section the 
President could make provision for subsidy payments on domestically 
produced materials, beth raw materials and manufactured end items, 
in the meaning of the term under this act. 

Senator Carenart. The only change you have made here is the 
deletion of the word “raw.” 

Mr. Sma. Right. 

Senator CapeHart. And these necessary paragraphs have to do 
with that? 

Mr. Sma. That is right. 

Senator Carenart. You want to eliminate the word “raw” so as to 
include end products. It is not quite clear to me how end products 
apply to this particular section. 
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Mr. Smarts. Again we are talking about a legal thing. The word 
“materials” by striking the word “raw” is so defined that it would 
include such things as something that would be entirely no good in 
peacetime, like certain kinds of very miniature ball bearings. 

Senator Capenart. What you are really trying to do by amending 
section 303 is to give the Government the right to permit those pro- 
ducing these raw materials to participate in the machine-tool pool 
and the pool of other machinery. Is that not correct ? 

Mr. Somat. I think it is already here in the existing act, on page 20, 
where it says: 


The word “materials” shall include raw materials, articles, commodities, 
products, supplies, components, technical information, and processes. 

So if you strike the word “raw” out from in front of “materials” 
then you give us what we want. 

Senator Carenarr. It gives you end products, and that is what you 
want. Is that right? 

Mr. Smauy. That is right. 

Senator Carenarr. In other words, you want to permit these pro- 
ducers to participate in any machine- tools pool that the Government 
may have? 

Mr. Sma. That is one phase of it. 

Senator CarEHART. pis give them other assistance, like electronic 
assistance, and so forth ? 

Mr. Smauu. That is right. 

Senator Bricker. This section was originally conceived to help 
those who were producing marginal raw materials, like rare metals 
that are in short supply in production in this country. 

Mr. Sma. That is right. 

Senator Bricker. There are a lot of claims now from the Second 
World War, under a similar section, which the Government said it 
has no authority to consider. Do you not think it would be helpful 
in securing such a program to see that those were considered, and 
that the Government did equity to those people who did enter into 
the program and were getting their money invested when the war 
ended, and then the demand was cut off and they find they have no 
right to get compensation for the amount of money they have put in? 
There is such a bill before the Congress now, and I asked Mr. Wilson 
if he would not consider it. 

Mr. Smauu. I am advised that those claims for the most part arose 
where there had been no formal request from the Government for the 
action taken. What we are here contemplating would be formal re- 
quests from the Government. 

Senator Bricker. That is true, but there are some of them in the 
other classification, where the orders have been actually placed. 
Maybe not. I do not know. But it is my understanding that the 
bill is introduced with the idea of taking care of those that the Gov- 
ernment urged to go ahead in the production of these anaes mate- 
rials, particularly minerals. Then, when the war ended, the Govern- 
ment said it had no right to compensate or pay them for any invest- 
ment they had made. 

Mr. Niepertenner. Senator, If I may speak on that, those statutes 
make as a criterion for payment any representation of the Govern- 
ment, whether it be an exhortation by newspaper ad, or radio, or any 
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other appeal to the producers to attempt to produce from the mine. 
In this situation we are contemplaing a case where the Government 
actually makes a direct contract with the producer to bring forth 
the marginal production of the mines. But I am familiar with the 
other situations. 

Senator Bricker. You are familiar with them ? 

Mr. Nrepertenner. Yes, sir. 

Senator Bricker. It is not necessary that the Government should 
have made a contract with the individual if he went forward on 
any representation that there was a need. I think at the end of the 

war the Government said it had no power to compensate. There are a 
lot of them hanging fire. I do not know the nature of them. There 
are alot in Virginia. Senator Robertson was interested in it. 

Senator Scnorrret. Mr. Chairman, I would like to ask a question 
because I am going to have to leave shortly. 

The CuHarrman. Do you want to go into this executive session ? 
What is the wish of the committee? It is 12 o’elock. 

Senator Scnoerren. I could remain for an executive session. 

The Cuarrman. All right. Go ahead. The committee says they 
do not think we will need to go into executive session. 

Senator Bricker. If we could take a look at the stockpile program 
ourselves. 

Senator Carrnart. What you are doing in amending this section 
303 is giving the President the right to buy other than raw materials, 
which includes everything. Isthat not right? 

Mr. Smatz. Yes, sir. 

Senator Carenart. That is what you are doing: To buy anything 
under the sun they might want to. 

Mr. Satz. That is appropriate to this act and appropriate to this 
defense effort. Yes, sir. 

The Cuamman. And it is subject to the Appropriations Commit- 
tee, too. 

Senator Carenartr. Of course; but that is all you do in that. That 
is the only amendment to it ? 

Mr. Smauu. Yes, sir. 

Senator Carenart. It would enable you to purchase anything under 
the sun that would apply in the procurement of raw materials. Just 
why do you want to do that? 

Mr. Smautzi. The thing is working out very well in the field of 
minerals and metals in a certain area. We believe we should have 
the right to use the “rifle shot” approach on an individual product. 
Let us say it is some small precision bearing, or a type.of resistor, 
which is extremely short, or something else that is a bottleneck. 

Senator Carrnarr. You want the right to buy materials irrespec- 
tive of whether they are raw or otherwise, that is, finished materials? 

Mr. Smauu. If there is a bottleneck on it, and if that is the way 
to break it. That is all we want—the mechanism to break it. 

Senator Carenart. Do you not have that right under the authority 
to requisition ? 

Mr. Smaux. No, sir. 

Senator Carrnarr. I see no particular objection to eliminating the 
word “raw,” but it is not clear to me why. That is all the questions 
I have. 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 407 


Senator Scnorrre.. Mr. Small, before I go, getting back to the 
question of condemnation again, with that over-all broad, inclusive 
power permitted in there, do you contemplate, by the greatest stretch 
of imagination, from any practical standpoint taking over a utility, 
or a dam site, or transmission lines, or something like that under this? 

Mr. Smauu. I could not possibly conceive of it. No. 

Senator Scuorrret. I am glad to have that in the record. 

Senator Dirxsen. I think we ought to have one question at this 
point, since we talked about Mr. Small acquiring this and that. 

The Carman. Go ahead. 

Senator Dirksen. Under the act which created the Munitions 
Board, you actually have no acquisition power at all, do you? 

Mr. Smaui. We have no power to operate. We are strictly policy. 

Senator Dirksen. That is right. Now, in addition thereto what 
powers have been delegated to you by the President under the Defense 
Production Act? 

Mr. Satu. No power to operate. 

Senator Dirksen. None whatsoever ? 

Mr. Smauu. No, sir. 

Senator Dirksen. No power to acquire? 

Mr. Smauu. No power to acquire. 

Senator Dirksen. So you are still a procedural agency, coordinating 
activities ? 

Mr. Smauz. That is right. 

Senator Carrnartr. You get your authority to stockpile from the 
National Defense Establishment ? 

Mr. Smauu. Yes; but we do not acquire. GSA acquires. 

Senator Carenart. You tell them the quantities ? 

Mr. Smaux. We tell them the quantity and when we need it. 

Senator Carenart. And they actually do the buying? 

Mr. Smauu. That is right. 

Senator Bricker. After it is once acquired you determine the policy 
of disposition and utilization ¢ 

Mr. Smauu. Once acquired the material stays in the stockpile until 
the President personally releases it. 

Senator Bricker. Of course, that is under your direction? 

Mr. Smaui. I am confident he would not release it unless we 
recommended it. 

Senator Carprnart. Does he release that directly through you? 

Mr. Smauu. Yes. Through me. 

Senator Carenart. Directly through you ? 

Mr. Smauu. Yes, sir. Shall I go on? 

The Cuarrman. Go ahead, Mr. Small. 

Mr. Smaux. A second major addition to the present authority is 
the creation of a new section 303 (c). By the terms of this proposed 
section the President could make provision for subsidy payments on 
domestically produced materials, both raw materials and manufac- 
tured end items, in the meaning of the term under this act. This is 
a matter within the responsibility of the Defense Production Admin- 
istration and they will explain the implementation of this authority. 
However, I would like to state that I do not understand that this is 
a general subsidy Srrpoen Moreover, it is my understanding that 


this form of aid would be used sparingly and only after a finding 
of fact. . 
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I might also point out that in the case of extremely critical minerals 
such as tungsten, cobalt, and manganese, which I have just mentioned, 
the authority already exists under section 303 (a), and is continued 
under the amendments, to increase production from marginal sources 
by Government contracts, although this authority has been but 
sparingly used. 

The proposed amendments to sections 303 (d) and 304 (a), of the 
Defense Production Act, would give the President authority to aid 
facilities expansion by authorizing him to construct, operate, and lease 
industrial facilities, when, in his judgment, to do so would aid the 
national defense. Carrying out this additional authority he would 
be able to utilize existing Government corporations or to create new 
ones, if necessary. 

The Cuarrman. I happened to notice the testimony of the Secretary 
of the Interior sent down here this morning. He is going to be a 
witness before this committee and he has quite a lengthy statement on 
just what you are talking about. 

Mr. Sma. I would think he would. 

The Cuamman. As you said earlier, he would probably know more 
about this than anybody else. 

Mr. SMAuL. That is nght. 

The Cuamman. That is about the marginal mining, and defense 
plants, and so forth. 

Mr. Smatu. That is within his field. 

The Cuatrman. Go ahead. 

Mr. Sma... In short, these two amendments to sections 303 (d) and 
304 (a) would provide the authority for a program of expansion of 
facilities, such as was carried out in World War II by the Defense 
Plant Corporation. 

Under existing statutory authority, Government aid to the expan- 
sion of productive capacity is confined to the indirect encouragement 
provided by accelerated amortization deductions for tax purposes, 
and by direct or guaranteed Government loans. The military depart- 
ments have authority and appropriations for certain types of expan- 
sion of facilities by contract, to meet the increased demand for mili- 
tary end items. In each of these cases the Government participates 
in an expansion by private industry. As distinguished from these 
activities, under special authorization, some expansions of facilities 
are undertaken directly by the military services, usually by contract, 
in areas where there is no civilian counterpart for the item produced, 
for example, ammunition depots and shell-loading plants. 


Senator Bricker. They have full authority for that now in that 
field ¢ 

Mr. Smatu. Yes, sir. 

Senafor Bricker. Where are some of the instances where it would 
be necessary for the Government to go directly into the production 
program ? 

Mr. Smat. For example, take a plant producing a component which 
goes into a wide variety of military things, not only Army, and not 
only Navy, and not only Air Force, but also into some of the other 
agencies, like atomic energy or MDAP, or possibly into civilian de- 
fense, where it is not strictly military, and the product would have no 
earthly use, and the plant would have no earthly use come the end of 
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the emergency. In such a case you could not get private capital to 
undertake it. 

Senator Bricker. Could you give us some examples? 

Mr. Sma. I will pick one out of theair. Thisisanexample. One 
is titanium, which we believe is going—due to the shortages of other 
critical materials we are going to have to turn more and more to 
titanium. An experimental! plant will have to be set up because this 
is a new technology, and undoubtedly the plant you would set up would 
have a relatively short life of 1, or 2, or 5 years, at the most. Now, 
why should private enterprise under these indirect inducements do it ¢ 
The Government may have to do it. 

Senator Carenart. Mr. Small, would you yield? 

Mr. Sma. Yes. : 

Senator Carenart. If I understand, the amendments you are asking 
for to these sections give you the broad power, if you wanted to, to 
build any kind of a plant. It is that broad. Would it not be pos- 
sible at the moment for the National Defense Authority to designate 
the products or the kinds and types of factories that they feel they 
need at the moment or might need in the future, and simply write them 
specifically into the law ? 

Mr. Sma. I do not believe so, Senator. 

Senator Carrnart. Why? 

Mr. Sma. I was just going on to say here—and I will give you 
some other examples of this—I was going to say this is another thing 
which you can ask Mr. Chapman about. 

Senator Caprenart. I understand that. You are naming some, and 
you are going to name others. Now, why could they not all be named 
and written into the bill? 

Mr. Smaux. These are typical of the kinds of things that you might 
be called upon todo. I believe I mention it later on here, but I do not 
think there is going to be any great number. 

Senator Caprrnart. I do not either. 

Mr. Smatu. I personally would: not know how to write the words 
which would give you the flexibility to meet it. 

Senator Carenart. If you will yield a minute, will you agree with 
me first, you and your counsel, that under the amendments to the sec- 
tions we are talking about, it does give the President the right to build 
any sort of a facility and manufacture anything that he might care 
to manufacture, including toothpaste ? 

Mr. Smatu. Asa layman, I think so. Is that right? 

Mr. Scanuan. I would say you could not put that statement in a 
vacuum. You would still have to put it in the frame of reference of 
national defense, and a toothpick would not fit that. 

Senator Carenart. What is it that is not used in national defense? 

Mr. Scanuan. We agree, Senator, that the language of a statute 
of this type is necessarily broad. 

Senator Carenart. He certainly could build a factory to build 
automobiles, trucks, steel, bearings, rubber tires, clothing, shoes, and 
so forth, under the proposed amendments, could he not ? 

Mr. Scanian. Theoretically I suppose he could. 

Senator Carenart. Yes. He would be given the right to do it. I 
think he ought to be given the right to build possibly some specific 
types of plants to petideee specific types of articles, particularly such 
things that when the emergency is over can only be used for one pur- 
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pose, and that is by the national defense. But why can we not name 
those specific items and those specific types of industries ? 

Mr. Scanian. That is the trouble. When pn try to get too specific 
in a statute and enact a list of eight types of plants or industries, the 
day after you pass the statute you find out it is in the ninth area that 
you need it most, and you have not provided for it. 

- Senator Carenart. But we are always here and can provide others. 

Senator Benton. May I bring out a point? I do not know whether 
Senator Capehart was here when I was questioning Mr. Gibson on this 
same point. I donot think he was. May I ask if there is not another 
factor involved in the possible building of these plants, and that is the 
factor of the long-range problem of strengthening the monopoly and 
controlling position of your largest corporations, as a choice between 
giving a certificate of necessity to certain corporations which, in effect, 
is a 77 percent Government subsidy in the building of a plant? May 
it not be better for the Government to build the plant and lease the 
facilities on the assumption it will sell the plant after the war perhaps 
for a good deal more than the 23 percent difference, and certainly to 
some independent company, which in the long pull may help to pre- 
serve competition and help to enhance the enterprise factor in our 
economy’ Is this not a separate factor of consideration ? 

Mr. Smarty. And an important one. 

Senator Benton. It is an important separate factor? 

Mr. Sma. Yes. 

Senator Brenton. It seems to me it is such an important separate 
factor that we should have the broad power in the act which you 
request. 

Would you agree the very fact that you have the power puts you in 
a stronger negotiating position on your certificates of necessity? Is 
that not true? 

Mr. Sma. Yes, sir. 

Senator Caprenart. I think you will get to the point where you 
would put the Government in the position where you have every man, 
woman, and child in America frightened to death. Every time the 
telephone rings they jump right out of their skins, almost. I do not 
say they will, but I think it is possible to do that. I think it is possible 
to set up the Government,that will make.eyery businessman.in America 
and every farmer shudder every time he meets the mailman or tele- 
phone man. 

Senator Benton. May I suggest in dealing with the large corpora- 
tions on these certificates of necessity, here you have the choice in the 
long pull of what is in a sense an important Government subsidy in the 
creation and building of these new plants, on the one hand, or the 
choice, on the other hand, of the Government building the plant and 
having it available for ultimate disposal to some independent operator, 
und for lease perhaps to an independent operator actually during the 
emergency. Does not the Government need that kind of potential 
power to strengthen its hand in negotiations? It is not dealing with an 
isolated weak individual when it is dealing with the United States 
Steel Corp., for instance. 

Senator Capenart. I think you should have the authority to build 
certain types of plants and produce certain types of equipment. One 
of the best examples I can think of is this gunsight or bombsight plant 
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out at Indianapolis, which manufactured the Norden bombsight. I 
think that is an exclusive governmental project, and the Government 
ought to own the factory and machinery and equipment and ought 
to build it. 

Senator Benton. I am not sure I would agree on that at all. 

Senator Carenart. I can think of others. It is only used and used 
exclusively, 100 percent, by the Government, and cannot be used by 
anybody else. For that kind of product I think I could possibly 
go along with the idea that the Government ought to build them. 

Senator Benton. On the contrary, may I suggest I now differ with 
Senator Capehart because if I could persuade a private company to 
make the Norden bombsight, I am not sure I would not prefer to give 
the private company the certificate of necessity, because I do not fear 
a monopoly which would be a threat to the public in the field of Norden 
bombsights. I only pick up this illustration to show the difficulty 
of the subject. 

I would like to see the Norden bombsight plant owned by private 
operators and the sights made by private business. 

Senator Carnuarr. That would be dangerous. 

Senator Dirksen. In the language of the amendment there is no 
requirement whatsoever that the President has to find that private 
inane’ cannot supply the materials required. If the President 
makes a finding he might get it from private industry he can still 
go ahead, under the language carried in this amendment. 

Mr. Sma. I am not sure whether that is true or not. My under- 
standing is that a finding of fact would be made in these instances. 

Senator Dirksen. But there is no requirement that a finding of 
fact be made. 

Mr. Scanian. There is no requirement that a finding of fact be 
made, but the preamble of the act says the act shall be carried out 
within the framework of free competitive enterprise. However, I 
will agree there is no requirement of that finding of fact in this par- 
ticular section, but I assume it runs through the whole act and the 
President is not going to put the United States Government into 
competition with the automobile industry under the guise of national 
defense, 

Senator Bricker. He could. 

Mr. Scanian. Not while the Congress sits. 

Senator Carenart. If we did not appropriate the money he could 
not. 

Senator Dirksen. Let us take an illustration. This may sound a 
little extreme but, on the other hand, inasmuch as beer is provided 
to soldiers in the field, and it was found that an adequate supply of 
beer could not be gotten for export because of limitations here—as 
you know there are limitations on tin and great competition for 
glass—suppose under this language, and I think the language 
admits of this interpretation, if they decided they ought to estab- 
lish a brewery in order to make sure the men in the field will con- 
tinue to get an ample supply of beer, could we do it under this! I 
think we can. 

Mr. Sma. I think as Mr. Scanlan just said, the way I read these 
acts, and I am no lawyer, is that the general concept is that the 
Government is not going to interfere with the private or economic 
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system. But in the administration of it, if you tie the thing down 
too specifi¢ally and definitely you make the task impossible for the 
Administrator. I have been in this from several different angles 
and I have watched it bog down because of too tight restrictions. 

Senator Carenart. I, as well as others, sat through all of the hear- 
ings on the 1950 Defense Production Act. It was our intention at 
that time to give the Government whatever authority they needed 
to get the job done as far as national defense was concerned, by thie 
right to requisition property and requisition materials, and the other 
features of the act. That was our intention. 

Concerning this word ‘we have been talking about, where we 
eliminate the term land, or real estate, if that had been brought to 
our attention at that time I am certain we would have used the term 
land, because it was our intention to give them the right to requisition 
anything they needed to get this job done. But it was never our 
intention to put the Government in business in the manufacturing 
field. It was never my intention and it is not my intention today, 
and I will not vote for anything that does that. 

This particular amendment is very, very broad, and I am just 
wondering if there is not some way we can narrow it down to the 
point where it would cover every case of authority for national 
defense you have in mind at the moment, or whatever they might 
anticipate they want to do in the future. 


Senator Benron. Could I ask Senator Capehart a question, Mr. 
Chairman ¢ 


The CHarrman. Yes. 

Senator Benton. I do not think I made my point clear. Per- 
haps that is because we went over this with Mr. Gibson. 

enator CareHart. Yes. 

Senator Benton. I do not want to put the Government into the 
manufacturing business at all. The problem is whether the Govern- 
ment would be permitted to build a plant which it leases to private 
manufacturers for operation and which it disposes of after the war 
to private manufacturers, or whether it gives a certificate of neces- 





sity 

cient Caprenart. The end result is about the same. 

Senator Benton. By presumption to a large company, which would 
strengthen the position of the large company. Look back on alum- 
inum 10 years ago, when the Government had the choice of giving 
certificates of necessity to the Aluminum Corp. on the one hand or 
of building aluminum plants which it successfully disposed of after 
the war to Keleadt Reynolds, and other companies, and which provided 
competition in the aluminum industry. That would have been impos- 
sible if we had operated only through the Aluminum Corp. with cer- 
tificates of necessity. 

I thoroughly share the Senator’s objection to the Government being 
a manufacturer wherever it can conceivably be avoided. I think only 
in a serious dilemma should the Government build and operate a fac- 
tory, but I believe it should have the power to build factories, at least, 
as an alternative to the certificates of necessity because, having that 
power it would be in a better negotiating position even if it does not 
exercise the power. 

Senator Carenart. I think you and I are in agreement except that 
I think they might well tell us at the moment the kind of thing and 
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type of thing they think they might want to build at the present time 
and in the future and we will write it specifically in the law. 

Senator Benton. I think if it were made clear that the plants they 
desire to build would be leased and operated by private industry, 
that that point would be made more clear and would reassure the 
Senator. 

Senator Carenart. I am not so certain that would always be a good 
thing. They would have to operate some of them themselves. I would 
not want private industry operating the Norden bomb sight plant. 

The Cuarmman. If it is agreeable, we will let Mr. Small go along 
and have him finish before we ask any more questions because we have 
the Secretary of the Interior iciniiies Hien this afternoon and that will 
be a long hearing. 

Go ahead and finish up, Mr. Small. 

Mr. Smatt. Do you want me to continue reading this? 

The CaatrMan. I have no questions on it. 

Senator Cargnart. Is this the only amendment you are proposing 
yourself ? 

Mr. Smatzu. The next two or three pages of this prepared statement 
we might read. 

Senator Carenart. But you have covered all the portions of the 
bill you wish to see amended ? 

r.Smatu. No. Ihave in the piece of paper. 

Senator Carenart. Go ahead. I see. 

The Cuamman. You can goahead. You orly have a few pages. 

Mr. Smatz. Where the military departments are the direct con- 
sumers, and where private industry is unwilling to invest with or 
without Government assistance, it is appropriate that the responsi- 
bility for expansion within the limits of appropriations made in aid 
of production of the end items should be that of the military depart- 
ments concerned for increasing production. In areas of basic raw 
materials, or of end items of a civilian as well as a military use and 
in general in the area of defense-supporting activities, the military 
departments do not have the paramount interest in increasing pro- 
duction, nor do they have the necessary trained personnel to supervise 
construction and production, nor the administrative and fiscal or- 
ganization to undertake the broader activities of industrial production. 

It is obvious too that industrial expansions on the part of the mili- 
tary coe gees must be restricted, if the departments are not to be 
dive from their prime responsibilities in the defense effort. 

I will assure you any fear we are going into business is not justified. 

The Cuarrman. I think everybody knows the rest of that. You get 
down to 303 (d) and 304 (a). Do you want to discuss that any 
further? You frankly admit the military has a great interest but Mr. 
DiSalle and Mr. Johnston will be here tomorrow and they would know 
Sn about price and wage controls. As you suggest, you do not 

now. 

Senator Capenart. You are just trying to cover these things. 

Mr. Smarty. We have a very great direct interest in stabilization. 

The Cuatrman. Of course, you have. 

Mr. Smaux. I cover that on pages 9 and 10. Therefore, in addition 
to those areas covered by Government aids to private business, and 
those areas covered by expansion of productive capacity undertaken by 
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the military departments for end items to which I have just referred, 
there is a gap in the expansion of over-all productive capacity. That 
gap is the area in which the anticipated long-term civilian demand 

oes not justify the investment of private capital in a new enterprise. 
The risk of capital investment is undertaken by the Government al- 
though obviously the management skill and know-how must be pro- 
vided by industry itself through management contracts. Too, in- 
creased production is so closely related to the mobilization effort that 
the fluctuations of demand are beyond normal business risks. 

The undertakings in which private industry is willing, with or 
without Government assistance, to invest, will be left to private indus- 
try. The great bulk of financing of expansion of industrial capacity 
has been and will continue to be through private capital. Because of 
the unprecedented prosperity which American industry has enjoyed in 
recent years, generally the stimulus to private expansion has been 
sufficient to bring about most of the capital expansion needed in the 
mobilization effort. 

However, there remains an area similar to that under the Defense 
Plant Corporation in World War II finance expansion. The purpose 
of the proposed amendments to section 303 (d) and 304 (a) is to pro- 
vide the authority for these expansions, and for that purpose the 
Department of Defense recommends their enactment. 

Section 104 and section 105 of the proposed amendments relate to 
price, wage, and rent stabilization. presses, these particular amend- 
ments can be more adequately and expertly discussed by the repre- 
sentatives of the Economic Stabilization Administration, nevertheless, 
the Department of Defense has interest in the achievement of a stabil- 
ized economy in this time of emergency and I will refer briefly to that 
interest. We can efliciently produce and procure materials and items 
needed for defense purposes only if inflationary pressures are pre- 
vented from pushing down the value of our currency and pushing up 
the cost of our mobilization effort. As I said earlier, the maximum 
production impact of our defense effort will occur over the next year 
or so. When this impact is felt in our economy, its inflationary effect 
must be contained or else much of the industrial strength we seek to 
have built up will have been dissipated by the increased costs that 
will result and the dislocations of price, wage, and profit which will 
ensue. 

To that end the proposed amendments on price, wage, and rent 
stabilization are directed. The Department of Defense, as the largest 
single purchaser in our economy, has a vital stake in the sufficiency 
of our stabilization efforts to meet the challenge that will be presented 
in the near future by our accelerated production and procurement 
program. 

In addition to the general interest which the Department, of De- 
fense has in the stabilization of wages and prices, the Department 
has a particular concern with reference to rent control problems. 
The need for rent control on housing has become acute in certain 
areas. Much of that need has resulted from increased numbers of 
service personnel concentrated at seaports, shipbuilding yards, and 
military installations. The rapid increase in military personnel in 
those areas, where the rents have been decontrolled, has, in some in- 
stances, caused an exorbitant rise in rental rates. The military de- 
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partments are prepared to cite specific examples and general statistics 
concerning conditions near military installations if the committee 
so desires. 

In addition to the squeeze which decontrol places on military person- 
nel in some areas, the labor supply as essential defense plants is 
affected directly when high rents either deter the influx of prospective 
employees, or contribute to the pressures for higher wages, and con- 
sequently higher costs of production of ee items. The proposed 
rent control amendment would remove these obstacles to the national 
defense effort and assist in achieving a stabilization of the national 
economy. 

In concluding my remarks I would like to reemphasize my earlier 
comment which is perhaps the most important one in my statement. 
That is, I cannot urge too strongly the extension of the Defense 
Production Act of 1950. Our national security demands that we 
continue the work which we have begun, and the backbone of our 
mobilization effort is the Defense Production Act. We urge that 
the Defense Production Act of 1950 be extended and amended in 
accordance with the provisions of the bill which is now before you. 
Thank you. 

The Cuatrman. Now, Mr. Small, Mr. Wilson wrote me a letter. 
I will not read it all here but I know it will help us out a great deal. 
He starts out by saying: 

During the course of the hearing before the Joint Committee on Defense 
Production on April 4, I promised to look into the question of the extent to 
which procurement and contract information is being made available to pros- 
pective producers. 

On April 23, 1951, Mr. Harrison issued a document that I believe you 
are familiar with, and it sets forth several points some of which I 
would like to read to you. 

1. To bring into the defense effort on a prime contract, subcontract or purchase 
part basis every qualified producer who can be used so that orders can be 
spread across as wide a base as possible. 

2. To find and put to use the productive facilities of small firms. 

Do you think that directive is being carried out? It has just been 
issued on the 23d of April. Are they getting cooperation on your 
part in carrying that out? 

As you know, this committee legislates for small business and we 
have been particularly anxious about that. I just want to know, Mr. 
Small, what you are doing to help us along on this. 

Mr. Saati. Mr. Chairman, a very great deal of my own personal 
time is spent on this problem of getting small business more and more 
into this defense effort. It is not an easy job. There is no magic 
wand about the thing. It has got to be done by a multitude of people 
working in the grass roots, and the procurement offices out in the field, 
and there is a great decentralization of it. We are getting the thing 
on the tracks and are making very real progress. . 

The Cuatrman, I think Mr. Wilson states there are something like 
5,000 agencies. Is that right? 

Mr. Sma, That is right. 

The Cuarrman. You do think you are making real progress? 

Mr. Smauu. We are making progress. It is not perfect by any 
manner of means, but we are making progress every day, practically. 
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The Cuarrman. The more perfect. we can make it the better it will 
be 


Mr. Saat. Yes, and our objectives are that. 


Senator Capenart. You are talking now about a wider distribution 
of war contracts? 


Mr. Smaut. Yes, sir. 

Senator Carenart. Do you have anything to do with that? 

Mr. Sma. Policy. Yes, sir. - 

The Cuarrman. That is what counts, too. Policy. 

Senator Caprnart. Just how does policy enter into that? 

Mr. Smatu. We say as a matter of policy and we state as a matter 
of policy that the maximum amount of subcontractors should be 
encouraged and required—— 

Senator Carenart. Does your Department say who, for example, 
might be given a $100,000,000 contract to build a specific airplane or 
a tank 


Mr. Smatu. No, sir. That is specifically given under the statute to 
the procuring services. The authority to choose their contractors is 
theirs but we state a policy. The Munitions Board states a policy. 

Senator Carenart. For example, that policy might be that you 
would have to have 10 suppliers of a given item, or maybe 20 of another 
item, or three of another item. Is that the sort of poy you mean? 

Mr. Smauv. Not that specifically. In other words, we do not say 
you have to have three bazooka manufacturers. We say we want 
enough bazooka manufacturers so that we have them distributed geo- 
graphically as industrywise and so that we will get enough Saaiiokes 
Then we can run during this period of endurance tests, 1f you would 
like to call it that, and in the event of an all-out war we can speed 
them up and turn over three shifts and really have enough to support 
an all-out war effort, which you could not do otherwise. 

Senator Carenart. Do you take into consideration that we might 
be bombed and certain plants might have strikes and others might 
burn down? 

Mr. Smauy. Yes. Very definitely. 

Senator Carenart. That sort of policy? 

Mr. Sma. Yes. 

The CHarrman. You have to set the policy then of the dispersion 
of these plants? 

Mr. Smauu. That is one of the facets of the problem. It is just 
geographic dispersal of contracts. 

e Cuarrman. Who determines that in the final analysis? That 
is, as to the certificates of necessity and amortization, and where the 
plants are going! 

Mr. Smatz. The primary responsibility on the geographic disper- 
sion as a matter of national security is in NSRB. But actually, all of 
the agencies of Government such as NPA, that is Mr. Fleischmann, 
Mr. Wilson’s shop and our own shop are extremely concerned about 
that particular problem all the time. 

The Carman. But the final say is with the NSRB? 

Mr. Sma. Yes. 

Senator Carenart. Are these policies you have worked out public 
property ? 

Mr. Smaut. Yes. They are public property. 
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Senator Carenarr. Can I get a complete 100 percent copy of all 
policies you have worked out with respect to this whole matter? 

Mr. Smauy. That is a pretty large order. 

Senator Carrenarr. Is it available to the public and to the Senate? 

Mr. Smau. For example, the procurement regulations, which are 
really statements of policy, are quite specific and they are volumes that 
thick, that apply to each facet of this thing. 

Senator Capenart. Can anyone get the policy, let us say, on how 
many plants in the United States might ae tanks some day ? 

Mr. Smaut. No, because as I told you, that is a specific responsibility 
of the Ordnance Department and the Army. 

Senator Carenart. Can we get it from the Ordnance Department? 

- Smatu. Would they tell you how many plants? I do not 
think so. 

Senator Carenart. That is not public property ? 

Mr. Saran. No, sir. 

The Cxatrman. What is that? 

Senator Cargnart. Should it be available to this committee? 

Mr. Smatw. To this committee in closed hearing I would say, but 
not to the general public. We do not want to tell the Russians every- 
thing about what we are doing. We have ree enough. 

Senator Carenart. We have already told them we are not going to 


bomb or molest in any way the Chinese Communists. They know 
that now. So I do not know what we could tell them that would be 
any more helpful to them than that. 

The Cuarrman. If there are no further questions, Mr. Small, we 
will thank = for your appensanes. 


Senator Benton. Could I make one suggestion ? 

The Cuarmrman. Yes. We will look for the report you are giving 
us. We need it and if it is not too much trouble you might get some 
to the Senators. 


Senator Benton. Mr. Chairman, at the top of the last page of Mr. 
Small’s statement he says— 


The military departments are prepared to cite specific examples * * *. 


I think it would be very helpful if through you they were told exactly 
the kind of examples that would be helpful to this committee. I think 
it would make it much clearer and more vivid if we had the exact 
examples. 

Mr. Smatu. We have a military representative here, General Myers, 
who can talk to that particular point if you will. They have demon- 
strated great interest in that, and we are interested in that phase where 
a lot of our people are going into an area where there is no housing 
or it is not sufficient. So we have already run into the problem. 

The Cuamman. General, will you identify yourself for the record? 


STATEMENT OF COLBY M. MYERS, BRIGADIER GENERAL, USAF 


General Myers. Colby M. Myers, brigadier general, USAF. 

Senator Benton. Mr. Chairman, that may be submitted for the 
record.. I did not want to prolong the hearing. However, I did not 
mean to cut you off, General. The specific examples and general 
statistics mentioned at the top of page 10 would be very germane. 
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General Myers. I have that information, sir, and can furnish it 


for the record. 

Senator Benton. That would satisfy me, Mr. Chairman. I do not 
want to prolong the hearing. 

The Cuamman. Without objection, the letter from Mr. Wilson and 
the release from the DPA with a statement of policy will be inserted in 
the record at this point. 

(The documents referred to follow :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DrrecToR, 
Washington 25, D. C., April 27, 1951. 
Hon. Burnett R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Congress, Washington 25, D. C. 

Dear SENATOR MAYBANK: During the course of the hearing before the Joint 
Committee on Defense Production on April 4, I promised to look into the ques- 
tion of the extent to which procurement and contract information is being made 
available to prospective producers. 

As you know, the Defense Production Administration has the operating re- 
sponsibility for matters of this type. At the recommendation of that agency, 
the Department of Defense procurement policy has been revised to require the 
following steps in the negotiation of contracts: 

(a) Divide negotiated procurement of supplies or services into reasonably 
small lots in order to permit making multiple awards. 

(b) Employ lists similar to the bidders’ list used in formally advertised pro- 
curements, to uncover small business sources and to broaden the industrial base. 

(c) Employ advance notices, similar to notices in advance of the issuance of 
invitations to bid, to inform prospective small business concerns and others of 
proposed negotiated procurements. 

(d@) Employ suitable methods in soliciting proposals where an excessive num- 
ber of potential suppliers exist. 

(e) Allow the maximum amount of time practicable for preparation and sub- 
mission of proposals. 

(f) Make multiple awards to the greatest extent practicable. 

The Department of Defense has also issued a directive which requires that 
negotiated bid information be included in the invitation to bid notices. Such 
information will be included in the synopsis of awards published by the De- 
partment of Commerce. 

The Defense Production Administration is recommending the complete elimi- 
nation of the provision which now permits the withholding from publication of 
bid invitations where the bid time is less than 18 days. The Administration has 
also requested a reexamination of the decision to eliminate, for security reasons, 
the quantity and dollar amount of contracts placed. It would appear that the 
importance of spreading defense production across as wide a. segment of in- 
dustry as possible may in many instances outweigh the security advantage of 
withholding publication of such information. 

A request has been made of the Munitions Board for the dollar percentage fig- 
ures, on a classified and unclassified basis, of approximately 14,000 contracts 
placed in the October-January period. Figures provided thus far indicate that 
94.5 percent of the 14,000 contracts mentioned above were unclassified and 3.2 
percent were classified restricted. The balance were classified either secret or 
confidential. 

I am informed that over 5,900 Federal, State, and local agencies and offices 
and nongovernmental groups such as chambers of commerce and service organ- 
izations now receive procurement and production information. These offices 
and groups provide for wide dissemination of this information. 

Enclosed for your information is Defense Production Administration press 
release No. 27, which deals with the efforts of that Administration to increase 
the participation of small business in defense production. 

It is my hope that the information contained herein satisfactorily answers 
the question raised at the hearing. I will, of course, be glad to furnish such 
further information as you may desire. 

Sincerely, 
CHARLEs E. WILson. 
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DEFENSE PRODUCTION ADMINISTRATION 


Defense Production Administrator William H. Harrison today announced 
adoption of a new four-point procurement policy to increase participation of 
small business in defense production. 

The policy, Mr. Harrison said, has been accepted by all Government agencies 
concerned with defense procurement and production. The policy was developed 
by the DPA Production Executive Committee, jointly with the DPA Small Busi- 
ness Executive Committee composed of representatives of defense agencies con- 

rned. 
cae Harrison said the policy was the result of many weeks of study and dis- 
cussion by Government officials, including consultation with. officials of both 
large and small firms throughout the country. The four points of the policy 
were outlined by the DPA Administrator as follows: 

1. To bring into the defense effort on a prime contract, subcontract or pur- 
chase part basis every qualified producer who can be used so that orders can 
be spread across as wide a base as possible. 

2. To find and put to use the productive facilities of small firms. 

3. To give small manufacturers all necessary information concerning Govern- 
ment needs and the steps they should follow in obtaining subcontracts as well 
as prime contracts. 

4. To develop and install procurement procedures which will encourage prime 
contractors to subcontract to small firms the maximum amount of business 

ssible. 

To carry out the procurement policy, Mr. Harrison said, the two DPA commit- 
tees have recommended the following eight specific steps: 

1. Contracting officers should require contractors to state in bid or negotiation 
whether or not additional facilities, either buildings or equipment, will be neces- 
sary to accomplish the work.—If the contractor requires a certificate of necessity 
or priorities assistance, it is to be submitted to NPA for clearance prior to fur- 
ther negotiation with the contractor, with the understanding that no commit- 
ments are to be made to the contractor pending such NPA approval. The intent 
of this recommendation, the committee said, is to assure that business is chan- 
neled to existing facilities before expansion of facilities is considered. 

2. Each service should review its requirements and designate specifie items 
suited for distribution among a number of contractors.—Such items, whenever ™ 
possible, should be procured by competitive bidding, or if this method fails, by 
negotiation. To fully encourage competition in negotiation, lists similar to bidder 
lists are to be used in choosing sources of supply. Advance notice must be 
given of intent to negotiate, and adequate time is to be allowed prospective sup- 
pliers to prepare proposals. The purchase information will be included in the 
daily procurement synopsis issued by the National Production Authority. Pro- 
curement is to be broken into two. er more lots, and multiple awards made wher- 
ever appropriate and feasible. 

3. Contracting officers should obtain agreement with suppliers that subcon- 
tracting will be used wherever possible. 

4. Prime contractors should be provided with incentives to subcontract to 
the marimum degree possible-——The committee pointed out that attempts to hold 
down profits which may be earned on subcontract work to a level below that 
which normally obtains in a commercial practice nullifies the objective of spread- 
ing the contracts. Current cost analysis practices, the committee explained, 
tend to discourage subcontracting by allowing less administrative costs, over- 
head costs and profits on subcontracted portions of prime contracts on the theory 
that it is less costly to the prime contractor to administer subcontracts than to 
do the work in his own plant. The committee concluded this tends to encourage 
prime contractors to build as much as possible of the completed product within 
their own plants. 

5. The Department of Defense should authorize payment of justifiable price 
differentials to accomplish the objective of keeping intact the facilities of small 
business.—This should include such steps as utilization of marginal producers 
and the payment of transportation penalties where necessary. 

6. The Department of Defense should review its “M-day production allocation 
program” with a view to broadening, wherever possible, the number of eligible 
contractors.—This is a list of producers known and inspected by the Defense 
Department as capable of supplying military items. It is used as an aid by the 
contracting officers in locating sources of supply. 
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7. Defense Production Administration, National Production Authority, the 
Department of Defense and all production and procurement agencies shoul: 
continue existing programs of technical aids, production services and contracting 
and subcontracting assistance to small business. 

8. These agencies should undertake a coordinated program of information con- 
cerning the basic objectives of small-business participation in defense production 
and the means by which this can be accomplished.—This should include these 
steps: 

(a) Widely publicize the methods of Federal procurement so that small con- 
cerns will know where to go for assistance in obtaining contracts. 

(0) Encourage all businesses similarly to publicize their need for subcon- 
tractors and the methods of their subcontracting activities. 

(c) Institute a program of educational forums and exhibits to expedite the 
location of additional suppliers. 

In order to measure the effectiveness of the policy, Mr. Harrison said periodic 
reports are to be submitted to DPA by the agencies concerned. Summaries will 
be made public from time to time, reporting the progress of small-business par- 
ticipation in Federal procurement, he said. 

The Small Business Executive Committee consists of: John C. Pritchard, 
Deputy Administrator for Small Business, Defense Production Administration, 
chairman; the General Manager of the Atomic Energy Commission, and repre- 
sentatives from the Department of Defense, the Munitions Board, the General 
Services Administration, and the Defense Transport Administration. 


STATEMENT OF POLICY ON PRICING, NEGOTIATION, REDETERMINATION, AND 
RENEGOTIATION 


The purpose of this policy is to establish broad principles of Government-con- 
tractor relationship in connection with procurement for mobilizétion. It at- 
tempts to enunciate a plan of mutual interest in the successful procurement of 
the needed materials in a manner fair to the businessman, equitable to the tax- 
payer and having the protection of the interests of the Government as its prime 
requisite. 

The whole contractor-Government relationship should be rededicated to a 
concept that has cost reduction rather than profit reduction as its paramount 
objective. This is not a condonation of excessive profits but is stated (1) to 
use the profit motive to stimulate efficient production, and (2) to indicate that 
the area for greatest savings lies in cost and cost control. The use of strong 
profit incentives for good contractor performance in all elements of cost control 
can save far more in the form of cost reduction than it permits in higher profit 
margins. For example, a reduction of 5 percent in the cost of a million dollar 
contract, where cost makes up 90 percent of the total, results in a saving to the 
Government of $45,000 while an equal reduction in profit is only $5,000, a ratio 
of 9 to 1. 

The rearmament program should utilize to the fullest extent the industrial 
and business organizations and the management methods and controls which have 
built the very resources that are now available for the emergency. 

Full recognition must be given to the fact that organization and management 
methods and controls vary from industry to industry and from company to 
company. 

The contracting officer must be vested with full and complete responsibility 
for all of the contract negotiations including cost, pricing, and contract terms. 
He must have available the services of an adequate staff composed of technicians, 
engineers, accountants, and lawyers. The contracting officer’s authority should 
not be restricted by the assignment of responsibility for any of the aspects of the 
transaction to an individual or organization not reporting to the contracting 
officer. 

The contracting officer should be in a position to take full advantage of all 
available industrial facilities, skills, and manpower. There should be vested in 
him, within announced procurement policy, full responsibility and authority for 
the whole contract including price, subject to approval of higher procurement 
authority when required. 

This is particularly important due to the urgency of the present period of 
partial conversion of facilities from peacetime to munitions production. During 
this period the objective of securing uniformity and refinements in contract 
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clauses and pricing methods should be subordinated to the attainment of required 
conversion as rapidly as possible. 

In vesting full responsibility for ali phases of procurement within the con- 
tracting officer it is important that he have full control with respect to bargain- 
ing for price. In order to accomplish this it is essential that the principles and 
procedures of the Forrestal-Patterson-Henderson agreement of World War II 
be reinstituted. Failure to so do impairs the procurement responsibility placed 
in the military services by Congress. The military procurement agencies should 
be relied upon to carry out in their field the objectives of the Office of Price 
Stabilization in the control of price. 

The same objectives with respect to the reduction in the use of critical mate- 
rial which are now being so strongly encouraged in the civilian field should be 
made incumbent on all agencies procuring for the defense effort. 

A more orderly management of buying practices is necessary to the end that 
the validity of requirements may be established and that deliveries are scheduled 
in realistic relation to the time at which they are required. Unless this is clearly 
understood and implemented violent disruptions to civilian economy cannot be 
avoided. 


IMPLEMENTATION 


In order to implement procurement policy on pricing, negotiation, redeter- 
mination, and renegotiation we endorse the following with full recognition that 
some of these recommendations are already incorporated within armed services 
procurement regulations and statements of policy by the Department of De- 


fense. 

1. Without attempting to prescribe in detail all the types of contracts suit- 
able for use by the Government and industry, certain broad principles of the 
ideal Government-contractor relationship can be expressed by specific refer- 
ence to several contracting methods. These are— 

(a) Fixed price contracts without provision for price redetermination or 
escalation should be used wherever practicable, either by competitive bid or 
negotiation, as the facts may warrant. 

(b) Where labor and material content in a product purchase can be reason- 
ably estimated at the time the contract is let, automatic escalation of labor 
rates and material prices may be provided either in competitive bid or negoti- 
ation. 

(e) When the contract involves procurement of products where the labor 
and material content cannot be determined with reasonable accuracy, for which 
final specifications are not available or for other uncertainties, price-adjust- 
ment clauses should be provided. 

(d) If the product is such that the contractor will be able, at a specified stage 
of the contract, to make reasonable estimate of his costs, price redetermination 
at a specified point in the contract performance should be provided. Prices 
should be redetermined promptly by negotiation at that point. Failure to nego- 
tiate until the contract has been 60 to 100 percent completed approaches illegal 
“cost plus a percentage of cost” pricing. To remove excessive contingencies in 
the original cost it is recommended that redetermination both upward and 
downward be provided. 

(e) Where sufficient experience has been gained in past production so that 
a target price may be set, incentive-type contracts wherein both the Government 
and the contractor will share in the savings accruing through lower costs 
should be encouraged. It is essential that the renegotiation process recognize 
the incentive to efficiency and provide an adequate reward for good perform- 
ance under this method of contracting. 

(f) Cost-type contracts provide little incentive to cost reduction. However, 
their value for certain production tasks, as well as research and development 
work must be recognized. They should be utilized only when no other type of 
contract will serve to accomplish a fair and equitable relationship between the 
Government and the contractor. Before use of this type of contract, determi- 
nation should be made that the contractor is equipped to provide the proper 
accounting controls to adequately reflect costs. Repair, overhaul, and mainte- 
nance contracts in which cost factors are uncertain are examples of production 
in which the use of cost-type contracts is deemed advisable. 

2. Procedures and contractual provisions should be developed for both prime 
and subcontractors to facilitate and encourage voluntary price reductions wher- 
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ever and whenever the prime or subcontractor’s costs may be reduced below 
anicipated levels due to production efficiencies or other factors. This should 
include provisions for price returns on past deliveries, as well as price reduction 
on future deliveries. The extent to which a contractor or subcontractor utilizes 
such procedures and provisions should be a factor for favorable consideration by 
the renegotiation board, 

8. Whenever possible, Government contracts should be negotiated in accord- 
ance with principles and methods of accounting regularly employed by the 
contractor. Reference is made to Public Law 9, Eighty-second Congress, “Re- 
negotiation of contracts,” paragraph 103 (f): “Such costs shall be determined 
in accordance with the method of accounting regularly employed by the con- 
tractor or subcontractor in keeping his records, but, if no such method of account- 
ing has been employed, or if the method so employed does not, in the opinion of 
the Board, or, upon redetermination, in the opinion of the Tax Court of the 
United States, properly reflect such costs, such costs shall be determined in 
aceordance with such method as in the opinion of the Board, or upon redeter- 
mination, in the opinion of the Tax Court, or upon redetermination, in the opin- 
ion of the Tax Court of the United States, does properly reflect such costs.” At 
the time of negotiating the first contract the contractor's cost-accounting system 
should be reviewed. When acceptable, subsequent accounting checks can be 
limited to office review and consultation. 

4. It should be recognized that military contracts must share with all of the 
contractor’s other business the normal costs of doing business in accordance with 
the method of accounting regularly employed by the contractor. To disallow 
or refuse to allocate certain elements of cost which the manufacturer has found 
necessary in successfully operating his own business is to defeat the purpose 
of securing the cost-reduction benefits of free competition. On the other hand, 
abnormal costs and abnormal cost allocation should be rigidly rejected. Normal 
costs include such items as administrative overhead, general product engineering, 
contributions, and other costs frequently referred to as indirect. Those costs 
involving product advertising, production engineering, selling expenses, entertain- 
ment, and travel which are incurred solely for the marketing of the contractor’s 
commercial products and chargeable directly to such products in normal indus- 
trial accounting practices should not be allocated in any part to Government 
contracts. 

5. Section 15 ASPR, Contract Cost Principles, should be redrafted. It fails to 
reflect sound commercial accounting practices. Its principles are at variance not 
only with standard commercial accounting practices but also with the accounting 
principles incorporated in Public Law 9, Bighty-second Congress, renegotiation of 
contracts. 

6. In the period of extreme uncertainty immediately ahead it is probable that 
there will be violent changes in production goals, both upward and downward. 
Contracting officers should be directed to incorporate the principles of fair, fast- 
and final settlement into individual contracts, and administrative regulations 
should be prepared to carry out this purpose. It is essential that Congress be 
urged to speedily reenact the Contract Settlement Act of 1944. In addition, the 
services should readopt the joint termination regulations. Only such changes as 
are necessary under the National Security Act of 1947 should be made. It is 
urged that this action be taken as quickly as possible due to the uneasiness which 
already exists on the part of industry because of the constantly changing base of 
the defense program, 

7. The necessity for financial help to all businesses doing defense work has 
been recognized by legislation and Executive orders. It is recommended that 
financial help be made more readily available by the preparation of clear-cut and 
simplified procedures for securing V-loans, advance and progress. payments, and 
that all operations of review and approval be streamlined in order to speed up 
contract placement and contractor operations. Pending legislation designed to 
remove secondary liability of banks making V-loans should be expedited. A 
program for prompt payment of contractor’s vouchers should also be instituted. 
The current practice under which contractors must sometimes wait weeks and 
months for their money is not in accord with accepted commercial practice and 
places a particular hardship on small business. 

8. Industry integration committees are necessary’ to efficient defense produc- 
tion in certain instances, It is necessary that the Department of Justice promptly 
develop a basic plan under which such integration committees can be established. 

9. Minor facilities and building alterations should be considered as make-ready 
expense under supply contracts and should be recognized in the price. The dispo- 
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sition, ownership or recovery of such facilities and alterations should be clearly 
spelled out in the contract so that such questions do not become matters of dispute 
at the close of the contract. 

10. Incentives to the maximum amount of subcontracting by prime contractors 
should be provided. Any attempt to hold down the amount of profit which may 
be earned on subcontract work to a level below that which would normally 
obtain in commercial practice operates to defeat the objective of spreading 
the load, 

Current cost analysis practices tend to discourage subcontracting by allowing 
less administrative costs, overhead costs and profit on subcontracted portions of 
prime contracts on the theory that it is less costly to the prime contractor to 
administer subcontracts than to do the work in his own plant. This acts to en- 
courage prime contractors to build as much as possible of the completed product 
within their own plants and thus tends to defeat the objective of spreading the 
load. Contracting officers should be directed to fully recognize the expense to 
prime contractors in administering subcontracts. Such costs rightly include pur- 
chase assistance, engineering assistance, material and production assistance, in- 
spection and other costs actually entering into the subcontractor relationship, as 
well as a profit margin adequate to encourage subcontracting. Care is required 
in distinguishing between subcontracting for fabricated or assembled portions of 
the end item and the purchase of materials and standard parts. The same princi- 
ple applies to renegotiation. 

11. The present mandatory patent indemnity clause should be continued in all 
eontracts for items of a standard commercial nature. Procurement regulations 
do not provide for the inclusion of such a clause in contracts for strictly military 
items although they are some times negotiated. Contracting officers should be 
specifically directed to omit patent indeninity clauses from such contracts in order 
to eliminate the cost of indemnity from the price of the product. 

12. Agreements made during World War II with several industries providing 
for reduction, elimination or lump sum royalty payments for the use of patents 
should be reinstituted. This should be done on a graduated seale based on the 
size of the particlular procurement program involved. 

13. Considerable emphasis has been placed on the attainment of uniformity 
in contract negotiation practices in recent years. On a long-term basis much 
has been and can be accomplished in this direction. During the current period 
of partial mobilization, however, the Government-ontractor relationship needs 
some latitude to mesh with the practices of the contractor to speed up the procure- 
ment job and to spread the load as much as possible. There should not be over- 
looked such opportunities for uniformity as may effect economies for the Gov- 
ernment. Among these are: 

(a) Symbols and identification for materials. 

(6) Inspection procedures and practices. 

(c) Specification writing and interpretation. 

(d) Material, performance and component standards. 

(e) Packaging methods and marking. 

(f) Cataloging and item identification. 

(9g) Security regulations. 

(h) Contract forms. 

14. To assure reasonable pricing, contractors must exercise the same degree of 
diligence in subeontracting and purchasing which they exercise in subcontracting 
and purchasing for commercial production. This is so even though it must be 
recognized that in many industries industrial practices do not permit disclosure 
of costs to their customers. 

15. Under the concept of these recommendations the contracting officer is held 
completely responsible. He must, therefore, be of such caliber that he can be 
depended upon to use judgment in reviewing procurement requests for the fol- 
lowing factors: 

(a) Relating the proposed rate of obligation of funds for procurement of 
specific items to the ability of industry to produce requested quantities without 
serious economic upset. 

(b) Reviewing production schedules to determine that monthly delivery quan- 
tities are actually at rates that represent expected consumption and not the rates 
that will build stockpiles at the expense of the civilian economy. 

(ec) Reliance upon the current monthly production as a reserve factor in 
recommending adjustments in the procurement rate to accomplish the objectives 
of (@) and (bd). 
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(d) The assumption of the same responsibility and the use of equal judgment 
in the handling of purchase requests from other services where single service 
procurement is involved: 

In the exercise of judgment on these matters, contracting officers should be 
given full freedom to question all sources originating procurement requests in 
order to test their validity. Questionable cases should be submitted to higher 
authority for review. 

16. In furtherance of the principle that the contracting officer should have full 
responsibility for all phases of the contract including price, agencies outside the 
procuring services should have no authority to pass upon the Judgment used by 
the contracting officer in forming his decisions and reaching his agreements with 
the contractor. The contracting officer shottid determine the scope of the audits 
and checks required to enable him to form a considered judgment of the con- 
tractor’s prposals and performance. Other agencies of the Government, including 
the General Accounting Office, should limit their audits or checks of the contractor 
to matters relating to the administration of the contract by the contracting officer 
and to the detection of fraud, The contracting officer’s decisions must be binding, 
overriding and final. 

17. The contracting officer should be provided with trained and competent 
personnel and the tools necessary to guide him in the discharge of his responsi- 
bility. These tools must include contract clauses which leave to him the widest 
choice of selection to meet varying situations. There should be vested in the 
ranking contracting officer at the point of negotiation, the authority, within 
announced procurement policy, to modify such clauses as may be indicated in 
the exercise of good business judgment. 

18. In the pricing of Government contracts, inflexible policies should not be 
adopted with respect to the allowance or disallowance of accelerated amortiza- 
tion of certified facilities. Extreme care must be taken to avoid excessive facility 
amortizations being included in purchase price of articles procured. 

19. An educational program concerning all elements of these recommendations 
and aimed at a greater mutuality of understanding between contracting officers 
and industry should be instituted. This is a joint responsibility of the Depart- 
ment of Defense and other Federal procuring agencies along with the NPA 
and DPA. The principal field representatives of these agencies should be re- 
quired to meet frequently for the purpose of familiarizing themselves with the 
procurement situation in their area. They should arrange for frequent meetings 
and forums with industry for the purpose of encouraging exchange of informa- 
tion and better understanding on both sides of the Government-contractor re- 
lationship. 

20. It is recommended that the Regional Interagency Defense Mobilization 
Committee working with the Armed Forcés Regional Councils institute a program 
of field review and reporting to see that the intent of these recommendations 
are, in fact, understood and being carried out in the field. There should be under- 
taken on a scheduled basis a survey of each field procurement office involving 
sufficient spot-checks of contracts and contracting officers to determine the effec- 
tiveness of the program. Monthly reports shall be submitted to the Defense 
Production Administrator by the chairman of the Regional Interagency Defense 
Mobilization Committee. 

21. In addition to the recommendations contained herein, all applicable pro- 
visions of the procurement policy for small business are hereby made part of 
these general procurement policy recommendations. 





PROCUREMENT PoLicy ror SMALL BUsINEss 


The policy for defense procurement should accomplish the following with 
respect to small business: 

1. Spread available production across as wide a base as is possible by bringing 
into the defense effort on a prime contract, subcontract or purchase part basis, 
every qualified producer who can be used. 

2. Continuing and increasing effort must be made to search out and use the 
productive facilities of small enterprises for the current procurement program 
of the Federal Government. 

3. Government must make available to small business, information on require- 
ments so that the small manufacturer will have adequate knowledge of the steps 
required in getting subcontracts from primes, and prime contracts for himself 
when they are within his capacities or abilities. The initiative, however, for 
getting defense work in a small plant rests on the small manufacturer. 
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4. Procurement procedures must be such as to encourage prime contractors to 
bring about the maximum amount of subcontracting with small business concerns, 

5. DPA must assure itself that these small business policies are properly imple- 
mented. Education and effective follow-up throughout the entire procurement 
function are essential to the program. 





RECOMMENDATION FOR IMPLEMENTATION OF BASIC PROCUREMENT POLICY 


1. Direct that the production allocation program be reexamined. In all cases 
where production is of a type which can be performed by contractors or indus- 
tries other than those now designated, that such designations be made not bind- 
ing on contracting officers. Specific instructions to be issued in these cases to 
require competitive bidding or negotiation from a wide selection of contractors 
in every industry deemed capable of performing the work. 

It is obvious that such major items of procurement as ships, tanks, planes, and 
other highly complex products can be procured only from a limited number of 
sources. It is equally obvious that many of the less complex items can be pro- 
cured from a broad number of sources and from various classifications of indus- 
try. It is the intent of the proposed directives to review the production allocation 
program for the purpose of determining those items in the latter category. Each 
individual service to be instructed to review their production allocation program 
with this in mind and to report the action to broaden the number of eligible 
contractors. Consolidated report to be furnished to DPA by the Department 
of Defense. 

2. Direct that contracting officers require contractors to state in bid or nego- 
tiation whether or not additional facilities, either buildings or equipment, will 
be necessary to accomplish the work. If certificate of necessity or priorities 
assistance will be required by contractor for such buildings or equipment a pro- 
posal for certificate of necessity or priorities assistance to be submitted to the 
NPA for clearance prior to further negotiation with the contractor, and with 
the understanding that no commitments of any kind be made to the contractor 
pending such NPA approval. 

Nothing within this proposed directive shall be interpreted to limit the build- 
ing or installation of new facilities when it is shown that these new facilities 
are part of the planned expansion of the military production base. 

3. Direct that each service conduct a complete review of its requirements for 
the purpose of designating specific items which are particularly suited to the 
objective of spreading the load. These items to be procured by formally adver- 
tised competitive bidding whenever possible. When advertised competitive bid- 
ding is deemed undesirable in accomplishing the objective of spreading the load, 
negotiation may be used but it is directed that the following be utilized as far 
as practicable in order to bring into the procurement the greatest possible amount 
of competition. 

(a) Use lists similar to bidder lists in choosing sources with which to negotiate. 

(b) Give advance notice of intent to negotiate. 

(c) Allow adequate time for preparation of proposal. 

(d@) Break the procurement into two or more lots and make multiple awards 
where appropriate and feasible. 

4. Direct that a training program covering the problem of small business and 
the need for spreading the lead be given to principal field procurement officers 
and headquarters representatives of the services, bureaus, and commands having 
procurement responsibilities. Direct that this be followed by refresher courses 
for contracting officers in the field at frequent intervals. 

5. Direct that contracting officers, whenever possible, secure agreement in 
negotiations with suppliers that subcontracting will be used. Recognizing that 
full performance responsibility must remain with the prime contractor, it is 
desirable to secure agreement for subcontracting of the end item or all or part 
of specific subassemblies. Negotiations to this end must not operate to remove 
the performance responsibility from the prime contractor. 

6. Incentives to the maximum amount of subcontracting by prime contractors 
should be provided. Any attempt to hold down the amount of profit-which may 
be earned on subcontract work to a level below that which would normally 
ae in commercial practice operates to defeat the objective of spreading the 
oad. 

Current cost analysis practices tend to discourage subcontracting by allowing 
less adminstrative costs, overhead costs and profit on subcontracted portions of 
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prime contracts on the theory that it is less costly to the prime contractor to 
administer subcontracts than to do the work in his’own plant. This acts to 
encourage prime contractors to build as much as possible of the completed prod- 
uct within their own plants and thus tends to defeat the objective of spreading 
the load. Contracting officers to be directed to fully recognize the actual cost 
to prime contractors in administering subcontracts, including purchase assist- 
ance, engineering assistance, material and production assistance ad other costs 
actually entering into the subcontractor relationship, as well as a profit margin 
adequate to encourage subcontracting. Care is required in distinguishing be- 
tween subcontracting for fabricated or assembled portions of the end item and 
the purchase of parts and components. The same principle applies to renegotia- 
tion. 

7. Recognizing that many of the steps required to broaden the base and bring 
in small business may require the utilization of marginal producers or the pay- 
ment of transportation penalties it is suggested that a policy be developed which 
would authorize the payment of justifiable price differentials to accomplish the 
objectives of spreading the load. 

8. Direct reemphasis on the existing program of technical aids, production 
services and contracting and subcontracting assistance to small business. This 
is a joint responsibility of DPA, NPA, the Department of Defense and all other 
agencies having procurement authority. 

The Department of Defense has done much in this area pointing toward the 
appointment in each major procurement office of an officer or civilian in charge 
of a small business office adequately staffed on a basis that will give real help 
to those seeking defense contracts. : 

The National Production Authority will actively pursue a program of establish- 
ing similar small business offices in the field. Military small business offices 
should work closely with the National Production Authority small business of- 
fices to the end that the greatest possible aid will be rendered to these wishing 
to serve the Government. 

Distribution procedures for product specifications should be reexamined to 
determine if it is feasible to get such specifications into the hands of more small 
concerns. 

Through the joint efforts of the small business group in the procurement of- 
fices and field offices of NPA, information on pooling operations should be pro- 
vided to manufacturing concerns in order that they may be fully familiar with 
this method of obtaining and performing jointly on defense contracts. 

A specific program of arranging for exhibits of typical small business procure- 
ment items in regional procurement offices should be undertaken and in cases 
where production is being limited by lack of available capacity, exhibits of the 
specific item required including a breakdown showing all component parts should 
be installed. 

Additionally, the following should be undertaken: 

(a) Institute a broad educational program through the press, radio, tele- 
vision, and other media, concerning the basic objectives of spreading the load. 

(b) Broadly publicize the desire of the Government to aid small business and 
outline the methods of contract so that small concerns will know where to go 
for assistance. 

(c) Provide education to procurement and NPA offices concerning the need 
for prompt and informative replies to requests for information. 

(d@) Perform on-the-site investigations of hardship cases. 

(e) Institute a program of educational forums between the military and NPA 
field offices and small business groups. 

(f) Encourage all businesses similarly to publicize the extent of their sub- 
contracting activities. 

9. Direct that the individual services of the Department of Defense report 
monthly by Bureau of Census manufacturing areas or other suitable geograph- 
ical divisions, the following: 

(a) Number and dollar amounts of prime contracts awarded: 


(1) To contractors employing 500 or less employees, 
(2) To contractors employing over 500 employees. 


(bd) For a reasonable test sample of contracts, number and dollar amounts of 
subcontracts and purchase orders issued by prime contractors : 


(1) To contractors employing 500 or less employees, 
(2) To contractors employing over 500 employees. 
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In order to accomplish (0) it is directed that contracting officers incorporate this 
requirement in prime contracts and if necessary reimburse contractors for such 
work. Prime contractors to report such information to the contracting officer 
once for each contract as soon as job is sourced. No changes to be reported. 

The Cuarrman. There is one thing I want to ask, Mr. Small, you 
spoke about housing. We have given you that specific authority in the 
Senate, as you probably know, since you are familiar with that. 

Mr. SMauu. Yes, sir. 

The Cuarrman. Under title III, where housing is concerned in re- 
gard to national defense agencies. Unfortunately, without meaning 
any criticism, the bill has been in the House since March I believe it 
is. Now there is nothing wrong with that bill in your judgment, is 
there ¢ 

General Myers. No, sir; there is not. 

The Cuarrman. You are satisfied with it for military purposes? 

General Myers. Yes, sir. 

The Cuarrman. We put section 3 in there to give you that right of 
condemnation if it is necessary, but it is over in the House now. 

General Myers. Yes, sir. 

The Cuarrman. I want.the record to show that. 

General Myers. That is correct. 

Senator Carenartr. What is the status of that? 

The Cuarrman. It has not been taken up. It has been there since 
March. Is that right? 

Senator Capenart. It is still in committee? 

The Carman. Yes, sir. I do think that bill is all important to 
the military people for the defense of the country, and that is why 
this committee had such lengthy hearings on it and passed it. 

General Myers. Yes, sir. I certainly feel the same way. 

The Cuarrman. You are badly in need of it? 

General Myers. Badly in inet: 

The Cuarrman. Speaking for whom? 

General Myers. For the Department of Defence. 

The Cuarrman. That means all of them—the Marines, Army, Navy, 
Coast Guard; everybody ? 

General Myers. Yes, sir. 

Senator Carenarr. Are you attached to the Munitions Board? 

General Myers. No, sir; I am not. I am in the Department of Air 
Force but the Department of Air Force has sponsored these housing 
bills and very many housing projects and that is the reason I am 
appearing for the Department of Defense. 


he CHairman. But you are speaking for the whole agency, are 
you not? 


General Myers. That is right. 

The Cuarrman., For all of them? 

General Myers. That is right. 

Senator Carenart. We passed that bill—— 

The Cuarrman. April 8. Did you testify before us? 
General Myers. Yes, sir. 


The Cuarrman. There were so many witnesses that I have for- 
gotten. 


General Myers. Yes, sir; I did. 


83762—51—-pt. 1-28 
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The Cuairman. I do not have anything else, I just want the record 
to show that as far as this committee is concerned we worked here from 
—_— to March and reported a bill out and got it passed by the 

nate. 

Senator Carenart. Yes, sir. No grass grows under our feet. 

The Cuarrman. Thank you, General. Without objection the docu- 
ments which the general is to furnish will be inserted at this point in 
the record. 

(The material referred to follows :) 


ARMY Report—Rent ContTROL 


HEADQUARTERS, 
Mitirary District or WASHINGTON, 
Washington 25, D. C., March 6, 1951. 
Subject : Decontrol of rents. 
* * * * ak * * 


2. In nearby Virginia where rents have been decontrolled it is estimated that 
rents have increased 10 to 15 percent. In Maryland and the District of Co- 
lumbia where rents are controlled, it is estimated that with authorized increases, 
rents have increased approximately 15 percent in the over-all area. 

3. Many of our service personnel are housed in FHA-type apartment projects. 
Although many of these projects may not be controlled by Federal and State 
rent control, they are regulated by FHA. Increase in rents must be authorized 
by FHA. 


HEADQUARTERS F'rrst ARMY, 
Governors Island, New York 4, N. Y., February 28, 1951. 


Subject: Federal Rent Control (RCS: CSGPA-(OT)-262). 


1. There have been no rent raises occurring at installations in the First Army 
area which are attributed to decontrol and increased activities. 

2. The six New England States have local controls which expire generally 
on June 30, 1951. It is expected that such controls will be continued; however, 
it is estimated that the failure of local governments to extend these controls 
will result in a general rental increase averaging approximately 40 percent. 

8. New York: Communities adjacent to military installations are under the 
New York State rent control law which covers rental housing constructed prior 
to February 1, 1947. There has been no decontrol in these areas. 

4. New Jersey: Rentals of residential housing are under local control. There 
have been no rental increases which can be attributed to decontrol or increased 
activities. 


Heapquarters Seconp ARMY, 
OFFICE OF THE COMMANDING GENERAL, 
Fort George G. Meade, Md. 
Subject: Extension of Federal Rent Control Act (Reports Control Symbol 
CSGPA-(OT)-262). 
* * B oS » * a 
A. Fort Monroe, Va. 


| 


Name of project es Price eee Pane 30, Present rental 


| | 
South Hampton and Sussex, Hampton | 800 | From $50 to $57.50__...| From $55 ! to $60. 
Apartments—Hampton, Va. | 
Stewart Gardens~Newport News, Va-. 517 | From $32.50 to $50__...| From $37 ! to $62.76 (effec 
| tive Apr. 1, 1951). 


1 Indicates an approximately 10-percent increase. 
* * i * 
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(2) Inquiries of real-estate agencies and employees living off the post, how- 
ever, indicate that approximately 50 percent of the owners of such property 
have increased rent from 10 to 15 percent since June 30, 1950. 


B. Radford Arsenal, Radford, Va. 

(1) Local real-estate brokers report the following estimated increases in 
rental rates: Broker A, 40 to 50 percent; broker B, 25 to 30 percent; broker 
C, 40 percent. 

(2) In other localities, the following appear to be typical: 

(a) In Pulaski, Va., an old seven-room brick house, no utilities provided 
other than bath, rental asked $100 a month. Considering the general condition 
of the property, $60 a month would be a fair figure. 

(c) A four-room apartment, Blacksburg, Va., sparsely furnished, second floor, 
$100 per month asked, worth about $65. 

(d) In Fairlawn, a community in Pulaski County 4 miles from Radford 
Arsenal, rental of a house occupied by a civilian employee has been increased 
from $50 a month to $75 a month. 


0. Headquarters Virginia Military District, Richmond, Va. 
+ * i * ~ * = 
(2) Some increases were higher, and the best estimate for the Richmond 
area in general is 12.5 percent since the removal of controls. 


D. Fort Bustis, Va. 
* * * ® ~ os * 

(2) Officers of this command who have rented or discussed rentals with 
individual owners in this area find that the tendency is for the owner to attempt 
to get the full rental allowance of the officer. 

E. Fort Lee, Va. 

(1) Petersburg, Va.—Wstimate that rents have increased 8 to 10 percent since 
decontrol. 

(2) Hopewell, Va.—Following are typical increases since decontrol: 

(a) Apartment, utilities furnished, was $35, is $50. 

(b) Apartment was $50, is $70. 

(c) House was $30, is $50. 

(d) House was $35, is $55. 

(e) Average increase for Hopewell, Va., 40 percent to 67 percent, entire area 
around Fort Lee, 24 percent. 

F. Camp Pickett, Va. 


(1) Rent increases in the vicinity of Camp Pickett as a result of increased 
activities are evident. It is emphasized that this is opinion only and no factual 
data can be furnished. Listings of rentals and rents on hand appear in the 
vast majority of cases to be excessive. 


8-B. New Cumberland General Depot, New Cumberland, Pa. 

(1) In the decontrolled area of Lemoyne, Pa., rental of houses and apart- 
ments have increased approximately 15 percent during the past 6 months. 
C0. Fort Holabird, Baltimore, Md. 


(1) The only known example of rent increase in this area is the Aragone 
Apartments, agent, 2688 Kennedy Avenue, Baltimore, Md. Rents for three-room 
furnished apartments were increased 25 percent; rents for four and one-half- 
room furnished apartments were increased 55 percent. 

2. Fort Campbell, Ky. 

(1) Rent control at Hopkinsville, Ky., and Clarksville, Tenn., only two cities of 
any size near this camp, are presently under Federal rent control. It is felt that 
without rent control in this area rents would increase at least 50 percent. 


F. Camp Breckinridge, Ky. 


* e * + « a“ * 
(2) Approximate following percentages of rental increases which occurred aft- 
er reopening of this station: 


Evansville, Ind., 59 percent; Henderson, Ky., 47 percent; Sturgis, Ky., 48 
percent ; Morgansville, Ky., 61 percent. 
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G. Fort Hayes, Columbus, Ohio. 

(1) The chief, Ohio Military District, reports rent increases of 15 percent or 
more in various cities and towns throughout Ohio, where rents have been decon- 
trolled or new construction completed. 


HEADQUARTERS THIRD ARMY, 
Fort McPherson, Ga., March 4, 1951. 


Subject : Report of rent increases near military reservations—report control sym- 
bol CSGJA-—(OT)-262 


A. Vicinity Fort Bragg, N.C. - 

(1) Housing situation in Fort Bragg vicinity is extremely critical and it is 
contemplated it will become worse. 

(2) Rent of uncontrolled units built since February 1947 range from 50 percent 
to 75 percent greater than rent of similar facilities which are controlled. 

B. Vicinity of Camp Rucker, Ala, 
* * * ~ = 2 * 

(2) Comparison of rentals within 30 miles of Camp Rucker and comparable 
accommodations 45 miles distant establishes that rents have increased 100 per- 
cent on the average, due to increased military activities. 

(3) Specific examples include: 

(a) Two-family house—civilian still pays $60 per month, military family pays 
$125 per month. 

(b) Present rent $80 per month, camparable accommodation, 50 miles distance, 
$40 per month, 

(c) Present rent $65 per month versus $25 per month, 50 miles distant. 

(d) Present rent $35 per month—prior to activation Camp Rucker was $10 
per month. 


EB. Vicinity of Fort McClellan, Ala. 

(1) One-bedroom apartments, 25 percent increased; two-bedroom apartments, 
20 percent increased; three-bedroom apartments, 12 percent increased. 

(2) Quarters rented from individual sources increased a minimum of 35 
to 40 percent. One instance indicated a duplex which was renting for $17.50 
unfurnished increased to $35 (location and condition extremely undesirable). 
Other cases are indicated in which competitive bidding for quarters have taken 
place. 

(3) In the opinion of local chamber of commerce (Anniston, Ala.), prices will 
materially increase unless controlled. 


G. Vicinity of Atlanta General Depot, Atlanta, Ga. 


(1) Data obtained from personnel employed by this depot reported a total 
increase of 18 percent in rentals during the last 3-month period. 


H. Vicinity of Fort Benning, Ga. 


(2) As a result of 1,400 military personnel renting civilian housing, it is 
estimated that 2.5 percent of rents have been raised in adjacent civilian com- 
munities as a result of decontrol and increased activities. The average increase 
in rental is 15 percent, with the larger increase in the lower-rental class. 

* oa * * ok x * 

(4 Considerable numbers of private homes have been made apartments and 
bedrooms available for rent. Rent on approximately 25 percent of units of 
this type has been increased in past 6 weeks. 

I. Vicinity of Camp Stewart, Ga. 

(1) In general, rents hajve jumped from a minimum of 50 percent to a maxi- 
mum of over 250 percent. 

(a) Four-room dwelling now occupied by a member of this command rents 
at $100 per month, which formerly rented for $40 per month. 

(b) A master sergeant occupying a small four-room house pays $35 per month, 
which formerly rented at $15 per month. 

(c) Staff sergeant renting house at $40 per month formerly paid $15 per 
month—at McIntosh, Ga. 


(d@) Sergeant occupying one furnished room at $45 per month, while landlord 
pays $30 per month for house. 


~ 
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(e) Colored soldier paying $14 per month for a house, which formerly rented 
for $5 per month. 

(f). Corporal and wife rent furnished room, no kitchen privileges, share bath 
and pay $40 per month, while landlord pays $30 per month for house. 

(g) Sergeant has furnished room sharing bath, no kitchen privileges, pays 
$48 per month, while landlord pays $32.50 for house. 

(h) Sergeant who has furnished room, no kitchen privileges, shares bath, pays 
$40 per month, and landlord pays $30 per month. 


HEADQUARTERS FouRTH ARMY, 
Fort Sam Houston, Tez. 
Army and Navy General Hospital, Hot Springs, Ark. 


Total personnel renting off post 

Number having increase in rent during past 6 months 
Percentage having rent increase 

Average rent increase (month) 


Personnel in lower three enlisted grades received majority of rent increases. 


Fort Siu, Okla. 


Following information submitted on rent increases Fort Sill area result of 
decontrol and increased activities: 


Number of rental units surveyed 770 
Total amount of monthly rent paid under rent control_.__..__-_--_-_-- $33,053.95 
Total amount of monthly rent during January 1951 $42,319.75 
Total amount of increase per month since removal of ceiling 

Total percent of increase per month since removal of ceiling 22 


Above amounts compiled from only statistics available from properties rented 
under OPA, Average rent on new properties much higher. 


Pine Bluff Arsenal, Arsenal, Ark. 


Rent control in the city of Pine Bluff and Vaugine Township, the principal 
housing area for Pine Bluff Arsenal employees, has not been decontrolled. The 
Pine Bluff Rent Advisory Board on February 23 unanimously voted a resolution 
recommending an extension of rent controls until June 30, 1952, and a resolution 
to bring back under control units which have been decontrolled. It is understood 
from the mayor of Pine Bluff that action will be taken by the city council to 
extend rent control to June 30 maximum under existing law. There have been 
45 structures decontrolled due to conversion. In each instance a very substantial 
increase in rent ranging from 100 to 300 percent has resulted. 

In one instance apartments renting for $20 were increased to $60; from $30 to 
$60. A house renting for $25 was converted to produce two units renting for $60 
each, or $120 for the building. 

A survey of the rental property in Pine Bluff indicates that there are no four-, 
five-, and six-room units available. There are, however, a substantial number 
of two- and three-room improvised units provided under the HOLC plan during 
1943 and 1944 renting from $32.50 to $37.50. 

The increase in personnel requirements at Pine Bluff Arsenal will be very 
substantial. The housing shortage very critical. If rents are decontrolled, it 
is believed that a minimum of 100-percent increase in rental rates are to be 
expected for medium- and low-type housing. 


Fort Hood, Tex. 


In the 812 units occupied, there is so much variation in rents and types of 
housing that it makes it impossible to determine which rent is more reasonable. 
The demand for housing is greatest in Killeen, which is only 3 miles distant. 
It is noted that in the majority of cases the rent paid per unit is above that 
shown for other towns. 


Camp Polk, La. 


Allendale housing project: A 50-percent increase on the two-bedroom unfur- 
nished units and slightly over 46 percent on the three-bedroom units. The two- 
bedroom furnished units which were rented for $60 on September 1, 1950, have 
ae increased 16% percent. The three-bedroom furnished units were increased 

percent. 
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De Ridder, La., a town with a population of 5,776 according to 1950 census, is 
approximately 21 miles from camp headquarters and has one housing project. 

De Ridder Housing Corp.: This housing project has 150 units with 1, 2, 
or 3 bedrooms and are rented unfurnished. Approximately 90 units are rented 
to military personnel. Prior to August 1, 1950, these units rented for $34, $36, and 
$39 per month, respectively. Their present rental to tenants moving in since Oc- 
tober 1950 is $40, $46.50, and $56.50, respectively, or an over-all rent increase of 
81 percent. 

In the towns of Leesville and De Ridder and surrounding territory, there have 
been several cases of rent considered to be excessive. 
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HEADQUARTERS, FirtH ARMY, 


Chicago, Ill. 
Subject: Rent control. 


Rental rates in the neighborhood of Cornhusker Ordnance Plant, Grand Island, 
Nebr., indicate an increase of 40 to 50 percent. Average rent increase in the 
vicinity of Sioux Ordnance Depot, 60 percent—some rare cases as high as 100 
percent. Generally speaking, rents were increased in all areas of the State, ex- 
cept in the smaller communities. Rent rises were noticeable in the city of Omaha. 

Milwaukee, Wis., rent increased approximately 12 percent. Fond Du Lac, 
Wis., rentals expected to increase 10 percent or more after March 1, 1951. 
Racine, Wis., rentals generally increased 25 to 40 percent. Green Bay, Wis., gen- 
erally steady with approximately 5 to 10 percent increase. 


HEADQUARTERS SIxTH ARMY, 
Presidio of San Francisco, Calif., March 2, 1951. 
Seaect Extension Federal rent control (reports control symbol GSGPA-(OT)- 
). 
a » * ~ © + * 
2. In compliance with the above references, information relative rents in the 
vicinity of 26 military installations in this Army area is enclosed herewith. 


Rental increase survey 


Installation Civilian community Rental increase 


Fort Lawton, Wash 
Fort Lewis, Wash 


Camp Roberts, Calif 
Camp Cooke, Calif 


Nevada Military District 
Oregon Military District 


Increases to 15 percent. 
In decontro areas rents increased from 
50 to oy oro over controlled areas. 
County._..| 25+ 


San Luis Ob ncrease. 
ta Maria, = a Sates ae rent control; 4- to 25-percent 


and 
Reno, Nev 10°p ereent in, in — area and 20 percent in 

Vancouver, Wash., 25 to 37 pe percent quoted by Vancouver 
Portland, Oreg. sous CS am ber of Vepnmares, 8 percent 
— by apartment house owners of 

ortland, Oreg., and members of the 

command quoted 32 percent average. 
15- to 25-percent increase. 


714- to 15-percent increase. 

Solano County, 25-percent increase; Mar- 

tinez up to 1 ala ad 

Williams and Flagstaff, | 36 percent quoted by employees; 20 to 50 
Ariz. percent quoted by city officials; and 30 

percent quoted b peareneee men. 

Ogden, Utah 15 percent quoted Z realt mpany; 20 
acclpes, quoted by § Salt Lake ‘City Cham- 

r of Commerce; and 30 percent quoted 
by Ogden Chamber of merce. 40 
reent quoted by Ogden labor unions. 
rooms, 30-percent increase; 3 bed- 
rooms, 20-percent increase. 

No rent decontrol. Increases on uncon- 
trolled rental from 70 to 75 percent. 22 
percent increase for 60 percent of con- 

trolled units. 


Utah Military District 


Ci 
Seattle port of embarkation.._} § 
Benicia Arsenal Beni 


Navajo Ordnance Depot 


Ogden Arsenal 


Sacramento Signal Depot Sacramento, Calif 


Sharpe General Depot Lathrop, Calif 


Tooele Ordnance Depot 
Utah General Depot 


Mount Rainier Ordnance 


Depot. 


15-percent increase. 
27-percent increase at present and further 


creases expe: 
No decontrol. No increases evident except 
20 percent since 1942 in Pieree County. 
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Navy Report—RENT CONTROL 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE CHIEF OF NAVAL OPERATIONS, 
Washington, D. C., March 18, 1951. 


From: Chief of Naval Operations B. M. Venable, Colonel, USAF, Executive, 
Directorate of Installations Office, Deputy Chief of Staff, Matériel. 
Subject : Rent control extension. 

1. Implementing your memorandum of February 16, 1951, to the Chief of Naval 
Operations, with enclosed correspondence, the attached summary of rent in- 
creases affecting Navy installations, following rent decontrol, is forwarded. It 
is suggested that this information be regarded as outlining the Navy experience in 
this matter, inasmuch as the Secretary of the Air Force has been designated to 
act for the Department of Defense in presenting testimony at congressional 
hearing on rent control. It is understood that hearings before the Senate and 
House aus and Currency Committees are likely to be held the latter part 
of March. 

2. Further reference is made to the position taken by the Secretary of the 
Navy in his memorandum to the Secretary of Defense of February 14, 1951, that 
the Department of the Navy, as it has in the past, strongly favors rent control. 
This is particularly so at this time in view of the increased numbers of service 
personnel concentrated at our seaports and shipbuilding yards. 

8. The data reported in the attached summary leads to the conclusion that 
continued rent control is necessary in some areas, but that the Housing Expediter 
should continue to have the authority to decontrol where the control is no longer 
necessary. It is also apparent that some areas already decontrolled need not 
have rent control reimposed, as rents since removal of control have increased 
within acceptable limits. Review of the experiences of local commands in locali- 
ties where controls have been removed leads to the conclusion that rent control 
should be selective in application, and that an extended bill should contain au- 
thority for the Housing Expediter to impose control where needed, and to decon- 
trol where possible. 

H. W. Turney, 
(By direction). 


RENT INCREASES NEAR NAVY INSTALLATIONS FOLLOWING DECONTROLLING 


First Naval District 

Maine, Massachusetts, New Hampshire, Rhode Island, and Vermont. 
Third Naval District 

Connecticut, New Jersey, and New York. 
Fourth Naval District 


Delaware, New Jersey, Ohio, and Pennsylvania. 

No actual experience of hardships as a result of decontrol of rents has been 
encountered by naval personnel in the above 11 States, inasmuch as key centers 
and locations of naval installations have remained under rent control. It is 
reported, however, that rentals in new housing constructed since July 1, 1947, 
exempt from rent control, have been in most cases exceedingly high. 

Personnel attached to the Naval Supply Depot, Mechanicsburg, Pa., report that 
rents rose up to 75 percent following decontrol; no actual instances are supplied. 


Fifth Naval District 


Kentucky, Maryland, Virginia, and West Virginia. 

A survey by the district commandant of 4,936 rental units in the Norfolk, Va., 
area disclosed an over-all. average rent increase of 6 percent from the perivd of 
rent control prior to April 1, 1950, to March 1, 1951. This survey covered Norfolk 
City, Portsmouth, Newport News, outlying Norfolk County, Princess Ann County, 
and other outlying locations. 

The Commandant, Marine Corps, reports a critical rental housing situation in 
the vicinity of the Marine Corps schools, Quantico, Va. A survey of 1,078 military 
families in this vicinity discloses extremely high rents for a poor average of 
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accommodations, both during and subsequent to rent control. The observations 
of Commandant, Marine Corps, are quoted below: 

“A mere comparison of average rentals paid by the various grades of military 
personnel does not give the true picture. In order to more thoroughly under- 
stand the problem, it is necessary to understand what kind of rental units are 
involved. With the exception of Washington, Alexandria, and possibly Fred- 
ericksburg, these 11 communities are small, and in several instances lack the 
facilities that make common, wholesome, decent home life. 

“The main problem at Quantico is not so much that rental increases have been 
affected by decontrol, but that the process of supply and demand has resulted 
in an exaggerated high scale of rental imterms of facilities offered both prior 
to and subsequent to rent control. Until the severe housing shortage in this 
area is alleviated, there would appear to be no satisfactory solution to the prob- 
lem of high rent and inadequate facilities afforded for rental. 

“Simply extending the present Federal Rent Control Act would be only a 
partial solution to the problem around Marine Corps installations inasmuch as 
so much of the returnable property has never come within the scope of the original 
Rent Control Act, either because it is new construction or conversion.” 

The commander, Naval Proving Ground, Dahlgren, Va., reports a rise in 
rentals since decontrol of about 25 percent in Fredericksburg. 


Sivth Nawal District 


Alabama, Florida, Georgia, Mississippi, North Carolina, South Carolina, and 
Tennessee. 

The district commandant reports as follows: 

Charleston, 8. C.: * * * Since decontrol, 15 to 25 percent rent increases 
on units renting from $50 to $100 per month, no appreciable change on lower- 
priced units, 

Jacksonville, Fla.: Rent increases following decontrol of 15 to 35 percent. 

Miami, Fla.: Rent control or decontrol reported to be no problem, as sufft 
cient Navy housing is available for military personnel. 

Other key centers of population near Navy installations remain under control. 


Bighth Naval District 


Arkansas, Louisiana, Oklahoma, Texas, and New Mexico. 

Information obtained on activities within the Bighth Naval District, reflect- 
ing changes in rents brought about by decontrol, show the following for the 
State of Texas, which is the only State affected: 

Orange, Tex. : 

(1) 900 Government-owned units have had no rent increases. 

(2) 1,582-unit project privately owned (previously Government owned) has 
effected 8 percent rent increase since decontrol with no increase since July 1950. 

(3) On approximately 60 rent houses surveyed in the better residential sec- 
tions, 22 percent increase since decontrol and no increase since July 1950 were 
found. 

(4) City of Orange Housing Authority survey conducted in May 1950, showed 
average monthly rental of $43.54 for a standard two-bedroom unfurnished unit. 

Corpus Christi, Tex. : 

(1) Survey of limited number of rental units in Corpus Christi area indicate 
local rents have risen about 7 percent since controls were removed. 

(2) Present new Federal housing rental units available to Navy personnel 
average $76 per month. 

(3) Rents over $100 per month occasionally show some decrease. 

(4) Rents of $60 to $90 have been rather stable while rents formerly below $60 
have generally increased. 

(5) Examples: Five-room furnished house formerly $125 decreased to $100. 
Four-room furnished apartment formerly $55 increased to $67.50. Two-room 
furnished apartment formerly $35 increased to $46. 

Dallas, Tex. : 

The following sources of information have been contacted: Property Owners 
Association of Dallas, Real Estate Board of Dallas, and BE. R. Avery Real Estate 
Co., R. J. Avery Real Estate Co., and Bone & Swingler Real Estate Co., Grand 
Prairie, Tex. 

The average rise in rents is 19 percent based on information received from the 
foregoing sources. Several local realtors state that unfurnished apartments 
which rented for $80 per month prior to June 1950 now rent for $95 per month. 
They also state that the two-bedroom houses in the housing developments which 
rented for $65 prior to June 1950 now rent for $75 per month. 
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Ninth Navat District 

Illinois, Indiana, Iowa, Michigan, Minnesota, Missouri, Wisconsin, Colorado, 
Kansas, Nebraska, North Dakota, South Dakota, and Wyoming. 

Major naval installations with a considerable number of personnel assigned 
in this district are located for the most part near cities that remain under rent 
eontrol, and therefore no problem has been experienced. 

Only two large naval installations are in decontrolled localities : 

The commanding officer, Naval Ammunition Depot, Hastings, Nebr., reports 
moderate rent increases averaging 10 percent or less since decontrol in that 
community. 

Nayal activities in Omaha, Nebr., report sharply increased rents in that city 
since decontrel, and cite instances of rent increases averaging 26 percent. It is 
stated that if the number of military personnel in Omaha should be increased, 
some form of rent control would be a necessity. 


Eleventh Naval District 


Arizona, south California, and Nevada. 

As of March 1, 1951, a random sample survey was made of naval, military, 
and civilian personnel renting privately owned- housing in San Diego, Calif., 
Coronado and Long Beach, Calif., to determine the effect of rent decontrol in 
these communities. The survey was limited to personnel renting privately owned 
housing at the time of decontrol, i. e., Long Beach, January 20, 1950; San Diego, 
September 1, 1950; Coronado, December 8, 1949. There is included a random 
sampling at all major naval activities in the communities under consideration, 
and results were summarized as follows: 


San Diego area (except Coronado) 

(a) Number of cases interviewed, 320. 

(b) Number of rent raises since decontrol, 167. 

(c) Percentage of personnel experiencing rent increase since decontrol, 52 
percent. 

(d@) Number of rent raises in subparagraph (0b) of personnel paying less than 
$50 per month, 42. 

(e) Percentage increase in rent since decontrol of persons paying less than 
$50 per month rent, 18 percent. 

(f) Number of cases rent increases in (b) now paying between $50 and $85 
per month rent, 103. 

(g) Percentage increase in rent since decontrol, of personnel now paying 
between $50 and $85 per month rent, 1814 percent. 

(h) Number of cases of rent increases in (0) now paying more than $85 per 
month rent, 22. 

(i) Percentage increase in rent since decontrol, of personnel now paying more 
than $85 per month rent, 21 percent. 


Coronado 


(a) Number of cases interviewed, 74. 

(b) Number of rent raises in subparagraph (a) since decontrol, 34. 

(c) Percentage of cases experiencing rent increases since decontrol, 46 pereent. 

(@) Number of cases in (b) now paying less than $50 per month rent, 8. 

(e) Percentage increase in rent since decontrol, of personnel now paying less 
than $50 per month rent, 22 percent. 

(f) Number of cases of rent increases in subparagraph (b) now paying be- 
tween $50 and $85 per month rent, 17. 

(g) Percentage increase in rent since decontrol, of personnel now paying be- 
tween $50 and $85 per month rent, 18 percent. 

(h) Number of cases in subparagraph (b) of personnel receiving rent in- 
creases who are paying more than $85 per month rent, 9. 

(i) Percentage increase in rent since decontrol, of personnel paying more 
than $85 per month, 30 percent. 


Long Beach 


(a) Number of cases interviewed, 594. 


oat b) Number of cases in (@) who have received rent increases since decontrol, 


(c) Percentage of cases receiving increases since decontrol, 24 percent. 


(@) Number of cases in (b) now paying less than $50 per month rent who 
have received increases, 77. 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 437 





436 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


(e) Percentage increase in rent since decontrol, of personnel now paying less 
than $50 per month rent, 20 percent. 

(f) Number of cases of rent increases in (b) now paying between $50 and $85 
per month rent, 60. 

(g) Percentage increase in rent since decontrol, of personnel now paying be- 
tween $50 and $85 per month rent, 13% percent. 

(h) Number of cases of rent increases in (b) of those now paying more than 
$85 per month rent, 4. 

(i) Percentage increase in rents since decontrol, of personnel now paying 
more than $85 per month rent, 13 percent. . 

It is considered that the foregoing survey, while limited in extent due to time 
limitations required, is fairly representative of the effect of rent decontro! 
in these communities. Very few isolated cases of excessive rent increases were 
encountered and it is believed that those isolated cases were largely due to poor 
landlord-tenant relations, necessity for landlord’s possession, and other consid- 
erations without an economic basis. In the San Diego and Coronado communi- 
ties, it is noted that the largest increases exist in the high rental group with 
approximately 18 percent increases in the low-rental group evident in all three 
communities. 

The Commandant, Marine Corps, reports increases of approximately 30 percent 
as prevalent in the area near Camp Pendleton, Oceanside, Calif. 

Twelfth Naval District 

Northern California. 


Clearfield: Naval supply depot personnel report rent increases averaging 13 
percent. 


Moffett Field, naval air station: Personnel report rents in area increased 33 
percent. 


Tilburon, net depot: In only three instances reported, increases averaged 48 
percent. 

No other naval installations in this district have been affected by decontrol, as 
the major centers of population near naval activities remain under control. 


Thirteenth Naval District 


Oregon, Washington, Idaho, and Montana. 

The district commandant reports that upon rent decontrol in April 1948, the 
City of Bremerton Rent Advisory Board publicly requested citizens to bring 
complaints of rent increases to its attention. To date less than two dozen com- 
plaints of unfair rent increases have been made. These have been adjusted and 
the differences amount to little. 

There is no evidence to indicate that there have been marked increases in 
rents in Bremerton and vicinity since mobilization activity began. Reports from 
both military and civilian housing offices in Bremerton area indicate that there 
is very little of any rent gouging. 

The city of Seattle remains under rent control, and no evidence in either 
direction has been received from other communities. 

Fourteenth Nawal District 

Hawaiian Islands. 

The district commandant states that rent control on the island of Oahu (Hono- 
lulu, Pearl Harbor) has been extended by local option to June 30, 1951. He 
recommends that in view of the acute housing shortage in the’ area, it is highly 
desirable that controls be continued until such time as title VIII housing is 
available to absorb personnel augmentation resulting from the current emergency 
situation. 

The planned title VIII housing program for Hawaii (projects approved by 
SecNav) is 355 units at Barber’s Point (Oahu) and 962 units near Pearl Harbor. 


Washington, D. C., area 


Data reported by activities in Virginia forming part of the Washington, D. C., 
housing area, do not indicate any critical rise in rents of Virginia residents since 
decontrol of the State of Virginia. 

The naval air station, Anacostia, reports 4 rent increases out of 16 rental 
units surveyed, these increases averaging 17 percent. 

The naval receiving station, Anacostia, reports 5 rent increases out of 17 
rental units surveyed, these increases averaging 26 percent. 

Other smaller activities in this area report rent increases, but do not indicate 
a sampling to give the incidence of these increases. 
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446 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


SAMPLES OF RENT INCREASES 


The following facts and figures were compiled from reports received in Feb- 
ruary and March 1951 from various installations of the Department of Defense. 

Not all installations reported rent increases either because they are still in 
controlled areas or because the demand for rental housing has been reasonably 
met. The following samples illustrate increases that have occurred. 


DEPARTMENT OF THE AIR FORCE 


The result of the suddent impact of additional personnel due to the reactiva- 
tion of an Air Force base is illustrated by what has occurred at Colorado Springs, 
Colo. Ent Air Force Base at Colorado Spring was on an inactive status in June 
1950 when action to decontrol the area was taken by the city officials and put 
into effect by the Housing Expediter. Ent Air Base was reactivited on January 1, 
1951, and some 2,000 personnel, with an unknown number of dependents, were 
assigned to the installation. The demand for rental housing was further in- 
tensified by an increase in Army personnel at nearby Camp Carson. A report 
of specific cases of recent increases in rentals was received from Colorado Springs. 
Eighty-two units taken from approximately three hundred listings where com- 
parisons could be made with previous rentals were reported. The remainder 
may have had increases but no actual comparison was possible. The report indi- 
cated rental raises ranging from 15 to 100 percent. 

Brookley, Mobile, Ala., reported increases of 48 percent in lower-priced rental 
houses and 19 percent in higher-priced rentals. 

Craig Air Force Base, Selma, Ala., reported an average increase of 35 percent. 

George Air Force Base, Victorville, Calif., reports an over-all increase of 48 
percent within the past 12 months. 

At Hamilton Air Force Base, San Rafael, Calif., rent increased from 75 per- 
cent to 100 percent since decontrol. 

Mather Air Force Base, Sacramento, Calif., reported two-bedroom house and 
apartment increases of 25 percent. 

Atterbury Air Force Base, Ind., reported uncontrolled rentals are 50 percent 
more than comparable controlled rentals. 

Presque Isle Air Force Base, Presque Isle, Maine, reports increases since 
November 1, 1950, of 20 percent. 

Greenville Air Force Base, Greenville, Miss., reports increases from 57 to 100 
percent since decontrol. 

Keesler Air Force Base, Biloxi, Miss., reports new construction not under 
rent control is approximately 47 percent higher than rents under control. 

Great Falls Air Force Base, Great Falls, Mont., reports a comparison of figures 
between controlled and noncontrolled areas in this locality shows an increase of 
50 percent in uncontrolled areas. 

Offutt Air Force Base, Omaha, Nebr. Rentals in this area, housing Air 
Force personnel, reported to have increased approximately 60 percent. 

Pope Air Force Base, Fort Bragg, N. C., reports new construction or converted 
_— not under control is 50 to 100 percent higher than controlled rental 

ousing. 

Wright-Patterson Air Force Base, Dayton, Ohio, reports city of Dayton elected 
to continue control in 1950 and authorized a 15-percent increase. On new hous- 
ing not under rent control, rents are up 100 percent greater than comparable 
units controlled. 

Vance Air Force Base, Enid, Okla., reports 69-percent increase in rents as a 
result of decontrol. 

Olmsted Air Force Base, Middletown, Pa., Im decontrolled areas average rent 
increases are reported from 40 to 75 percent greater than controlled rentals. 

Greenville Air Force Base, Greenville, S. C., reports increases from 5 to 112 
percent in rentals in the area since announcement of the reopening of the base. 

Rapid City Air Force Base, Rapid City, 8. Dak., reported rentals are 75 to 
100 percent higher on units decontrolled in comparison with units controlled 
in this area. 

Carswell Air Force Base, Fort Worth, Tex. Over-all increase reported is 
approximately 50 percent at this base. Construction on this base of Wherry 
units is reported to have prevented even higher increases. 

Randolph Air Force Base, San Antonio, Tex., reported an average of 15 to 
90 percent increases and that Wherry housing has operated to preclude further 
increases. 
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Goodfellow Air Force Base, San Angelo, Tex., reports area decontrolled 
February 1947; base reactivated 10 months later and rents have increased on 
the average of 50 percent. 

Hill Air Force Base, Ogden, Utah, reported increases from 40 to 90 percent. 

Truax Air Force Base, Madison, Wis., reported 25 to 50 percent increases since 
decontrol. 


DEPARTMENT OF THE ARMY 


The Department of the Army reports they estimate average increases from 
25 to 50 percent in decontrolled areas where Army installations are located. 

Camp Brackenbridge, Morganfield, Ky., reports increases from 47 percent in 
Henderson to 59 percent in Evansville, Ky. 

Fort Bragg, Fayetteville, N. C., reports from 50 to 75 percent greater rents in 
uncontrolled units in that locality. 

Camp Rucker, Daleville, Ala. (25 miles northwest of Dothan), reports a com- 
parison of rentals within 30 miles, with comparable accommodations 45 miles 
distant, established rents have increased on an average of 100 percent. 

Camp Stewart, Meldrim, Ga. (30 miles west of Savannah), reports rents 
have been raised from 50 percent to a maximum of 250 percent. 


DEPARTMENT OF THE NAVY 


Many naval installations are located near cities that remain under rent 
control and, therefore, few problems have been experienced from rent increases. 
However, increases have been reported in the decontrolled areas. 

The Naval Proving Ground at Dahigren, Va., reported a rise in rents since 
decontrol of approximately 25 percent in Fredericksburg. < 

Personnel attached to the Naval Supply Depot, Mechanicsburg, Pa., reports 
rents rose up to 75 percent following decontrol. 

The Sixth Naval District reports 15 to 25 percent rent increases on units 
renting from $50 to $100 per month at Charleston, 8. C. 

In the San Diego, Calif., area, rents are reported to have increased 18 percent 
on rents less than $50, and 18.5 percent on rents between $50 and $85 per month. 

Twelfth Naval District in northern Calif< ..a reports rent increases average 
13 percent at Clearfield, Calif., 33 percent at Moffett Field Naval Air Station 
and 48 percent at Tiburon, Calif. 


The Cuarmman. A letter from Senator Gillette will be inserted at 
this point in the record, without objection. 
(The letter referred to follows :) 


Untrep States SENATE, 
CoMMITTEE ON ForREIGN RELATIONS, 
May 10, 1951. 
Re 8. 1397 
Hon. Burnet R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington, D. C. 


My Dear SENATOR MAysBANK: When Public Law 774 was enacted on September 
8, 1950, being the Defense Production Act of 1950 a provision with reference to 
the allocation of materials was inserted in section 701 (c) reading as follows: 

“Whenever the President invokes the powers given him in this Act to allocate, 
or approve agreements allocating any material, to an extent which thte Presi- 
dent finds will result in a significant dislocation of the normal distribution in 
the civilian market, he shall do so in such manner as to make available, so 
far as practicable, for business and various segments thereof in the normal 
channel of distribution of such material, a fair share of the available civilian 
supply based, so far as practicable, on the share received by such business under 
normal conditions during a representative period preceding June 24, 1950, 
and having due regard to the needs of new businesses.” 

The proposed extension of the Defense Production Act of 1950, S. 1397, 
leaves this provision stand without amendment. 

You may recall that the Second War Powers Act of March 27, 1942, provided 
an allocation method as follows: 
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“Whenever the President is satisfied that the fulfillment of requirements for 
the defense of the United States will result in a shortage in the supply of any 
material or of any facilities for defense or for private account or for export, the 
President may allocate such material or facilities in such manner, upon such 
conditions and to such extent as he shall deem necessary or appropriate in the 
public interest and to promote the national defense.” 

Later, in the War Mobilization and Reconversion Act of 1944 a further pro- 
vision was added reading: 

“* * * the executive agencies exercising control over manpower, produc- 
tion, or materials shall permit the expansion, resumption, or initiation of pro- 
duction for nonwar use whenever such preduction does not require materials, 
components, facilities, or labor needed for war purposes, or will not otherwise 
adversely affect or interfere with the production for war purposes. Such pro- 
duction for nonwar use shall be permitted regardless of whether one or more 
competitors normally engaged in the same type of production are still engaged 
in the performance under any contract which is needed for the prosecution of 
the war, and shall not be made dependent upon the existence of a concern or the 
functioning of a concern in a given field of activity at a given time. * * *” 

I would like to suggest that provisisons of the three quoted sections be com- 
bined in some way and substituted for section 701 (c) of the Defense Production 
Act of 1950. Some modification in the wording might be made in the combining 
of these sections, my suggestions being that section 701 (c) be made to read 
as follows: 

“Whenever the President is satisfied that the fulfillment of requirements for 
the defense of the United States will result in a shortage in the supply of any 
material or of any facilities for defense or for private account or for export, the 
President may allocate such material or facilities in such manner, upon such 
conditions and to such extent as he shall deem necessary or appropriate in the 
public interest and to promote the national defense, provided that he shall do 
so in such a manner as to make available, so far as practicable, for business and 
various segments thereof in the normal channels of distribution of such material, 
a fair share of the available civilian supply, having due regard to the needs of 
new businesses. The executive agencies exercising control over manpower, 
production, or materials shall permit the expansion, resumption, or initiation 
of production for nondefense use whenever such production does not require 
materials, components, facilities, or labor needed for defense purposes, or will 
not otherwise adversely affect or interfere with the production for defense pur- 
poses. Such production for nondefense use shall be permitted regardless of 
whether one or more competitors normally engaged in the same type of pro- 
duction are engaged in the performance under any contract which is needed for 
the prosecution of the defense program, and shall not be made dependent upon 
the existence of a concern or the functioning of a concern in a given field of 
activity at a given time.” 

It is my belief that the substitution of the last quoted paragraph for the 
present section 701 (c) in the Defense Production Act of 1950 would be easier to 
administer, would give added protection to independent small businesses who 
might not be awarded Government contracts, and assure the public of as large 
a production of consumer goods as the defense efforts will permit. May I ask 
a submit this to the members of your committee that are now considering 
5. 1 7. 

Sincerely, 


G. M. GILLetre. 


The CHatrrMAn. We will recess until 2: 30 in this room. 
(Whereupon, at 12: 35 p. m., the committee recessed until 2: 30 p. m. 
the same day.) 


AFTERNOON SESSION 


The CHarMan. The committee will come to order. 
Mr. Secretary, will you come up? 
Mr. Secretary, will you proceed, 
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STATEMENT OF OSCAR L. CHAPMAN, SECRETARY OF THE IN- 
TERIOR, ACCOMPANIED BY ALFRED C. WOLF, EXECUTIVE ASSIST- 
ANT; WILLIAM STEAD, EXECUTIVE ADVISER ; BRUCE K. BROWN, 
PETROLEUM ADMINISTRATOR FOR DEFENSE; CLIFFORD B. Mc- 
MANUS, DEFENSE ELECTRIC POWER ADMINISTRATOR; AND DR. 
JAMES BOYD, DEFENSE MINERALS ADMINISTRATOR, DEPART- 
MENT OF THE INTERIOR 


Secretary Caapman. Mr. Chairman, first may I make my apologies 
to the committee for not being able to distribute copies of my state- 
ment under your usual rule of 24 hours before the committee meeting. 
I was unable to get it completed, actually, before the weekend, so it was 
not distributed until this morning. 

The Cuarrman. I imagine you had better go ahead and read it. 

Secretary CHAPMAN. atever your committee wishes to do. I will 
be gee to answer questions while I am reading, or after I have con- 
clu 

In addressing myself to the need for continuing and amending the 
Defense Production Act of 1950, I am, of course, speaking from the 
standpoint of my responsibilities to make certain that this country’s 
fundamental resource base is adequately expanded to assure the at- 
tainment of the objectives of the defense program. The resources 
under my jurisdiction include electric power, petroleum, natural and 
manufactured gas, coal, coke, and coal byproducts, minerals, and fish- 
eries. To handle them I have established five defense administrations 
with the Department of the Interior : 

The Defense Electric Power Administration 
The Petroleum Administration for Defense. 
The Defense Minerals Administration 

The Defense Solid Fuels Administration 

The Defense Fisheries Administration 

The Defense Production Act of 1950 was passed by Congress in 
recognition of the basic fact that our total national resources were 
not large enough to meet the requirements of the deefnse program 
together with the demands of the civilian economy. It is my task, 
working with the five defense administrations, to expand our natural 
resources so as to assure: first, the speediest possible accomplishment 
of the immediate defense program with the least possible restriction on 
the civilian economy ; aaa second, a broad and growing base to meet 
the requirements of continuing defense readiness, possible full mobili- 
zation, and the long-run growth of our civilian economy. In general, 
the progress made so far has been good. But we have now pro- 
ceeded far enough in our work toward meeting the first objective to 
realize more fully how vitally important our second objective is, and 
how difficult it will be to accomplish. 

It is clear that we are not inexhaustibly rich in those fundamental 
resources on which our industrial power and our national prosperity 
are based. In fact, our ability to expand the mpee of certain re- 
sources is definitely limited, and the visible supply of others is being 
reduced. In many of these cases, the limit to expansion is reached 
very quickly, in terms of economical cost to industry. In others, we 
have become increasingly dependent upon foreign supplies. 
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During the first phase of our job therefore there will be shortages 
of some of the basic materials and co nding restrictions upon 
their usage. To reduce these shortages to the minimum and to assure 
needed defense supplies, we must resort to scraping-of-the-barrel meas- 
ures. In the case of minerals, as an example, measures must be taken 
to bring out the most readily available new production, which is gen. 
erally high cost production. At the same time, we must initiate now 
the long-term measures needed to assure economical long-run supplies. 
We must also make sure that the short-term measures taken to secure 
essential high-cost production will not do violence to the stabilization 
program. 

sing minerals again as an example, the long-term measures in- 
clude long-range development projects for the opening of new ore 
bodies at home and abroad. ey include also a broadgaged ex- 
ploration program, ibly even a cooperative international explora- 
tion program. And they include intensive work toward the dévelop- 
ment of new technologies for the utilization of available materials 
and equally intensive research for new sources of critical materials. 

In both phases of the defense program, and especially in the minerals 
field, we must at all times be mindful of world supply problems and 
the need for full cooperation between free countries in meeting world 
shortages and the supply problems of all. 

I shall attempt to illustrate these supply difficulties, in terms of 
our programs, so that you may see how vitally necessary it is that we 
employe all possible ingenuity, effort and tools in expanding our 
resource base and more immediately increasing supplies. The pro- 
grams designed to produce adequate quantities of minerals, fuels, elec- 
tric power, and fishery products require an assured supply of critical 
materials for the construction, operation and maintenance of facilities 
in these fields. All of the tools provided in the Defense Production 
Act of 1950 are essential to the task, but our experience to date has 
demonstrated the need for the proposed amendments. 

In the field of coal, our resource position is on the whole very good. 
The production of metallurgical coal will be expanded very appre- 
ciably. This expansion will be accomplished by expanding the capa- 
city of existing mines and through the opening of new mines where 
regional shortages are anticipated. A large expansion program of 
this kind is now under way with private financing. 

The production of coke, involving our greatest difficulty in this 
field, is expected to be raised about 17 percent by mid-1953, as com- 
pared with 1950. Even this increase will fall somewhat short of the 
expansion required by the increases which are now being made in our 
steel capacity. The limiting factor here is the rate at which new coke 
ovens can be built. Since a number of new coke ovens simply replace 
old ones, the expansion of facilities proceeds slowly. 

Beyond the problems of expansion, we have two other tasks: First, 
to see that the coal industry secures sufficient materials and equipment 
to maintain its operations at a high level of efficiency ; and, second, to 
see that the coal industry secures a sufficient supply of railroad cars to 
- transport coal to the consuming areas. The car situation is now in 
delicate balance. It will require careful attention to carry us through 
next fall and winter when consumption will be at higher levels. 
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The fishery production program is designed to meet food production 
goals laid down by the Department of Agriculture. Thus far, no in- 
creased production of fish has been requested by that Department, and 
until an expansion is needed, the Defense Fisheries Administration is 
undertaking to maintain production at current levels and to keep the 
industry on a sound operating basis. 

In the search for oil and gas, new wells are currently being drilled 
in the United States at a rate in excess of 43,000 per annum. It will 
be necessary to sustain and indeed to increase this rate in years to 
come. Weare currently producing crude oil at a rate of about 6,000,- 
000 barrels per day and using refined petroleum products at a rate 
of about 7,000,000 barrels per day. Our refineries operate upon the 
6,000,000 barrels of crude oil produced domestically plus 500,000 barrels 
a day of crude oil imported—mostly from the Western Hemisphere. 
In addition, we are using each day about 500,000 barrels of imported 
petroleum products—mostly fuel oil. 

Estimates indicate that domestic refining capacity should be ex- 
panded by the end of 1953 to almost 8 million barrels a day. This 
will be approximately twice the capacity that existed at the outbreak 
of World War II. In the face of the requirements of a continued 
defense readiness and an expanded civilian economy, I am convinced 
that we must insure ourselves against the possibility that the demand 
for liquid petroleum fuels may ultimately exceed our capacity to find 
and use presently untapped reserves. This is all the more important 
in the light of the uncertainty surrounding our supplies from abroad. 

In the case of electric power, we are currently undergoing the 
greatest increase in demand for power experienced in any 3-year period 
in American history. By the end of 1953, the generating capacity 
required to meet this demand will be increased by some 40 percent as 
compared with 1950 and will be close to double that of a decade 
earlier. Even so, we shall be barely scraping by in meeting our re- 
quirements, and shortages of power may be anticipated in particular 
regions. The situation is especially critical in the Northwest. Some 
concern is felt also about the situation in the Southeast. 

Attainment of the generating capacity required by the end of 1953 
is contingent on the electric power industry’s receiving the equipment 
and materials required to keep planned expansions on schedule. A 
limiting factor on more rapid expansion of power supply is the plant 
capacity of power equipment manufacturers. To obtain the maximum 
production of heavy power equipment of which their plants are 
capable, they must be assured an »r~terrupted and adequate flow of 
materials. 

The usefulness of the generating equipment, when installed, de- 
pends on the construction of transmission and distribution lines to 
deliver the power where needed. Such construction, like the manu- 
facture of generating equipment, requires materials on schedule. 

It should be borne in mind that it is not possible to ration electric 
power to consumers in the same manner as it would be in the case of 
some physical commodities and that the only practicable solution to 
the problem of power shortages is to provide and deliver an adequate 
supply to meet demands, 

n the field of minerals, the limitations of our resource base, as 
compared with petroleum and electric power, are much more severe. 
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We are only in fair shape with respect to iron ore in meeting tlic 
immediate defense requirements and essential civilian needs. In the 
longer consideration of continued defense readiness, possible ful! 
mobilization and the long-run needs of our civilian economy, the fore- 
seeable supply situation is much tighter. 

In addition, we are gradually becoming more dependent on foreign 
sources of ore. It is clear, therefore, that we must push toward a 
substantially increased utilization of -our low-grade domestic ores, 
particularly the taconites. ~ 

r present aluminum program will give us, by the end of 1953, 
a supply double that of 1943. This supply will be none too large, 
however. The immediate defense and essential civilian requirements 
will be met, but some civilian uses may still have to be restricted. 
There must be further expansion, with a corollary expansion in elec- 
tric power, to meet the requirements of continued readiness and thie 
longer-run expanding civilian demands for aluminum. 

In regard to copper and zinc, supplies are and will continue to be 
very short indeed. We will meet the more immediate defense pro- 
gram and essential civilian needs only by pinching other civilian uses, 
but we will be meeting these needs only by scraping the bottom of the 


barrel. This being the short-run picture, it is all too clear how difficult 
it is going to be to meet the substantially larger, longer-run require- 
ments. 

The picture in regard to ferro-alloys, such as manganese, tungsten, 
and chrome, is not favorable. In spite of substantial programed in- 
creases, supplies in 1953 will probably be short of the indicated re- 
quirements. Here, again, the requirements of possible all-out mobiliza- 


tion and the longer-term civilian economy indicate clearly the great 
need for continued expansion. 

To meet some of the problems which I have illustrated, it is essential 
that the Government be able to take the kinds of action which are 
— for in pending amendments to the Defense Production Act 
of 1950. 

The first of these would provide authority roughly comparable to 
that granted the Defense Plant Corporation in the last war. That 
is, it would authorize the President to build plants, factories, and other 
industrial facilities; to lease them for operation by private enterprise, 
or to operate them—through management contracts, or directly—when 
aan le terms to the Government could not be obtained through 
eases, 

I want to underseore the fact that providing this authority would 
not mean putting the Government into competition with private in- 
dustry. There are various kinds of productive facilities which are 
critically needed in emergencies like the present, which simply cannot 
be economically operated in ordinary times, and the construction and 
operation of which involve risks which private industry is not in a 
position to take. 

Permitting the Government to build such facilities amounts, of 
course, in one sense, to a kind of stockpiling of industrial capacity. 
It would help Government to make certain of the proper introduction 
of desired technological processes during the emergency. At the end 
of the emergency, the Government might want to keep such plants 
in stand-by unditna If conditions are such that private etry 
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could operate such plants with reasonable expectation of a profit, 
Government could dispose of them at a fair price. 

Plants and facilities of this kind are particularly needed for certain 
specialized production in two fields—petroleum and minerals. 

There is an immediate need for beginning construction of highly 
specialized facilities to make certain essential components for mili- 
tary grade aviation gasolines. These facilities are not only highly 
specialized in the technological sense, but they are extremely costly 
and, except in rare cases, they have little or no economic value in a 
normal, peactime economy. Probably the greater part of the needed 
expansion of these specialized facilities will be made by private in- 
dustry if suitable long-term product-purchase contracts can be nego- 
tiated. However, the authority to install Government-owned facili- 
ties of the desired type not only will facilitate the more prompt 
installation of these facilities at the times and in the places most 
advantageous for defense purposes but also will provide a means 
whereby smaller, independent units in the industry can participate 
to a greater degree in the emergency program. 

In the last analysis the manufacture of military grades of aviation 
gasolines and the manufacture of the essential components thereof 
require the utilization of both basic petroleum-refining facilities and 
byproducts that necessarily result from normal refining operations. 
Accordingly, in those instances where it would be desirable for the 
Government to build and install new highly specialized facilities, they 
should be installed in existing plants or refireries possessing the re- 
quired basic equipment rather than to construct entirely new plants 
on Government sites. 

At this time there can be only a rough estimate as to the probable 
extent of such a program. In World War LI, defense plants in the 
refining industry represented an investment of about. $250 million. 
In additon, some $200 million worth of pipelines were built under this 
type of authority. If the present emergency should unhappily grow 
into full-scale mobilization, the requirements would probably be of 
that magnitude; if the situation continues at the existing tempo, the 
requirements for these types of facility construction will be extremely 
modest and will be restricted to a very limited number of facilities, 
which are, nonetheless, important. 

This country possesses enormous reserves of both oil shale and coal. 
The precise extent of our oil-shale reserve is not known, but it is likely 
that they greatly exceed our ultimate petroleum reserves. Very great 
progress ae been made in all phases of the oil-shale development 
program, including mining, retorting, and refining. The paramount 
goal of the shale-mining program, to devise means of mining large 
quantities at low cost, has been attained. 

Both industry and the Bureau of Mines have done extensive research 
on the problem of refining shale oil. Processes have been developed 
that will produce a variety of fuels, including motor gasoline, Diesel 
oil, and jet fuel, which will fully meet all specifications, 

Great as our oil-shale reserves are, they are surpassed by our greater 
reserves of coal. These coal reserves represent a potential source 
of liquid fuels for centuries to come. Technological advances made 
in fe. liquid products from coal parallel those for oil shale. 

believe that it is time to put our oil-shale and coal resources to 
work. One or two shale and coal plants of commercial size built now 
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would pioneer future large-scale production of liquid fuels from these 
sources, 

Authority for the Government to build facilities and to lease 
them or operate them, either through management contracts or di- 
rectly, would have an important use in the field of minerals. A sig- 
nificant example is our experience in the last war in regard to Gov- 
ernment-owned magnesium plants. These plants could not be eco- 
nomically operated in peacetime, but they» were maintained in stand- 
by condition for future defense needs. Today they are being re- 
habilitated. 

This authority would also help to introduce well-qualified new- 
comers into certain highly concentrated industries. For example, 
prospective new participants in the aluminum expansion program 
have met financial and other difficulties. In some instances, otherwise 
qualified concerns have been unable to enter the field because their 
cost-price position in the industry would not be a competitive one. 
Leasing of Government-owned plants to a new entrant would avert 
this difficulty. 

There are other projects in which it would be desirable for the 
Government to be able to build and operate or lease plants for bene- 
ficiating ores and minerals. The need for a manganese ore-sampling 

lant and a beneficiation plant at’Deming, N. Mex., is a case in point. 

t is necessary to reactivate manganese mines in that area, but there is 
no certainty of a profitable operation after the termination of the 
emergency. 

Private enterprise is not always able, except at excessive cost to the 
Government, to take the heavy financial risk involved in some of these 
experimental and high-cost operations because of the unlikelihood of 
profitable operations after the emergency. In such instances, the 


Government must act independently to procure needed supplies. 
The authority provided in section 303 (a) and (b) to purchase 


metals and minerals and to make commitments to purchase them has 
been of great assistance in increasing the production of these materials. 
Through the means of contracts and commitments to purchase at 
stated prices, producers of certain critical minerals in very short 
supply have been given the assurance necessary to enable them to move 
forward. . 

The amendments proposed to section 303 in the ‘bill before you 
would not diminish the authority that we have found so valuable. 
On the contrary, the proposed new subsection (c) would be very 
helpful in making it clear that section 303 authorizes action to assure 
the maintenance of necessary production as well as the expansion of 
production or the bringing in of new production. 

Although most of the commitments to purchase metals and min- 
erals under section 303 have been designed to expand production, 
we have read section 303 of the act as permitting similar action if 
necessary to prevent a decrease in the production of metals or min- 
erals vital to the defense program. Of course, it is desirable that the 
act speak clearly on this point and for that reason alone I would urge 
that the new subsection (c) be enacted. 

Further, subsection (c) (3) is particularly desirable because it 
would permit the Government to eer temporary increases in the 
cost of production, distribution, and transportation that threaten to 
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impair the maximum production or supply of material in any area. 

n the minerals field, we must rely more and more on high-cost 
sources for our supplies. If we rely simply on the pull of rising 
prices to obtain such supplies, we shall wreck stabilization. What 
we need above all is an effective means by which we can protect our 
price structure and at the same time bring out that portion of high- 
cost domestic production needed to fill the gap between supplies of 
critical materials otherwise available and our essential requirements 
for them. 

The Cuarmman. You say you have established the Defense Elec- 
tric Power Administration ? 

Secretary Cuapman. That is correct. 

The Cuamman. Does that have charge of the allocation of the 
copper wire for REA, and so on? 

Secretary Cuarpman. It does. 

The Cuamrman. That is under you! 

Secretary Cuarman. It is. 

The CHarrman. In other words, you would determine where the 
copper wire would go, to which cooperative it would go, or to which 
private power corporation ¢ 

Secretary Cuapman. We would determine where the material 
would go; yes. 

The Cuarrman. And you get from Mr. Wilson, or NPA, Mr. Gibson, 
Mr. Harrison, the people they have there, you get your allotment ? 

Secretary Cuarman. We get the allotment from NPA. NPA 
makes the determination of the amount of material available for the 
industry, and tells us what percentage of cut has been made on our 
request. 

‘he Cuarrman, That is my understanding. We had a hearing 
about 2 months ago, and that was all brought out by Congressman 
Talle, who wrote you a letter ? 

Secretary CuapMan. That is right; he did. 

The CHatrman. Did you ever consult with Mr. Wickard? 

Secretary Cuarman. I have consulted him; yes. 

The Cuarrman. He is the head of REA; isn’t he? 

Secretary CuarmMan, That is right. 

The Cuairman. How far is he consulted ? 

Secretary Cuarman. I think probably this is a good point to ex- 
plain the arrangements we have concluded. : 

The Cuamman. Frankly, you have known me a long time, you 
know my feelings. There are large numbers of cooperatives through- 
out the United States, and I think Mr. Wickard ought to have more 
to do with it. 

You have heard from him, too. 

Secretary Cuarman. That is right; I have heard from him. 

The Cuarmman. I would like the record to make plain this situa- 
tion, I have letters from cooperatives, well, I weal say in at least 
10 or 15 States, particularly after Mr. Talle made the request, Senator 
Capehart, and myself, and I think Senator Bricker was there, and 
Senator Robertson was there when Congressman Talle brought up 
the matter. He seemed quite concerned about the situation in Iowa. 
It was a meeting of the Joint Committee on Defense Production. 
Since then I have heard from many others. That is why I would 
like you to make it as plain as possible. 
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Secretary Carman. I would like to explain to you exactly what 
the status of it was in the past and what it is today. 

First, up until April 1, which was the end of | the first quarter, the 
REA cooperatives were treated collectively under the NPA limitation 
order on copper. This was a temporary arrangement. 

The REA asked for a permanent arrangement, “basket treatment,” 
involving a total delegation of authority from me to it, so that REA 
could make its own allocation of copper and aluminum to its 
borrowers without any review by the Defense Electric Power 
Administration. 

I did not do that for a considerable time after the request was made, 
and this was why : I wanted to develop a formula whereby the private 
and public power people would be treated alike, and on the same basis, 
and that is what I tried to work out. 

Frankly, it is not easy to get a formula that would fit across the 
board to that extent. However, after many weeks of hard work, and 
consultation on numerous occasions with Mr. Wickard and his staff, 
and also with other industry people, we came up with a formula that 
would apply to the entire industry. Before that formula was com- 
pleted, though, I extended the right, under the authority available to 
me, to REA to handle the allocations, along the general lines of the 
arrangement in the previous quarter. This was done on a temporary 
basis at the end of March. 

The Cuarrman. I have never heard from Mr. Wickard. 

Secretary CuapmMan. I a that. 

The Cuareman. The people I heard from wrote as a result of the 
joint meeting we had, at which Congressman Talle started the ques- 
tions. Mr. Wickard has never spoken to me about it. 

Secretary Cuapman. Before April 1, as I say, I extended the 
authority to REA temporarily on the same principle as was followed 
in the previous quarter. It took us 2 or 3 weeks after April 1, however, 
before we finally a a formula that was acceptable to the pri- 
vate industry group and the public power group involved in this. 

The Cuatmrman. Are they both satisfied? 

Secretary Cuapman. They both seem very satisfied. 

The Cuarrman. The reason was that I got several telegrams and 
letters, large numbers from different co-ops throughout the United 
States, urging that when we considered this bill, and that is why I am 
asking you this, we have put in an amendment directing the Admin- 
istrator of REA to allot it to you for these rural companies. 

Secretary Cuarman. I don’t think you will find REA has any com- 
plaint under the —— which I have signed. 

The Carman. I was glad to hear when you were coming down 


here today, the REA group had not asked to be heard, so I figured you 


must have worked out ae 

Secretary CuaPman. We worked out an agreement between Agri- 
culture and myself, which we have signed, giving the limitations and 
the arrangement as to how we will handle the allocation, but it is with- 
in the formula we had worked out for the total industry as a whole. 

The Cuamman. Here is the other question I wanted to ask you, if 
the Senators will bear with me, because I know a lot of the western 
Senators are concerned with it: 

You demand as much of that scarce material as possible for the 
farmers, don’t you? 
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Secretary Cuarman. For the farmers? 

The Cuatrman. I mean for the power companies under REA. 

Secretary Cuapman. I certainly do. 

The Cuarmman. A lot of these materials, I find more and more 
every day, through certificates of amortization and certificates of 
necessity—and I hope you don’t agree with all they are doing—and 
I presume you wouldn’t, because I have known you too long—as to a 
lot of these materials people aren’t putting up the proper fight in their 
departments. 

or instance, the railroads, I am advised, and it was stated here 
the other day, there is a tremendous shortage of railroad cars. Sena- 
tor Schoeppel brought out about the movement of crops this fall. Iam 
advised they have cut out 30,000 tons of steel for railroad cars again 
this quarter. Now, what are we going to do, Mr. Secretary? Are we 
going to keep on producing crops and minerals—and you will be con- 
cerned with this—if you haven’t got enough freight cars, unless they 
allot more steel, with the number of cars that are going out, 3,000 or 
5,000 a month, you will know more about that than I—they won’t 
have the cars to haul the crops unless something is done to get a larger 
allotment. That is what I am told, and I am told a lot that you are 
doing, and a lot that the steel people are doing can’t go on to the end 
product because of lack of cars, and the proper fight is not being put 
up by the Interstate Commerce Committee representatives to insist 
and maintain to NPA the absolute necessity of increasing the steel 
allotment for the building of freight cars. 

That is why I ask you if you are insisting for the farmer. 

Secretary CuapMAn. I am insisting that the entire power industry 
gets its share of scarce materials. 

The Catan. I didn’t mean for you to insist for one group 


against another. I am talking about agriculture, these mines that you 
are developing, and the Defense Plant Corporation. 

Are you getting enough material to have those things done? 

Secretary CuapmMan. Mr. Chairman, in the first place—— 

The Cuarmman. Unless somebody like you, who has been around 
here a long time, makes a ae presentation around here, these new 


people are going to get all these materials, and it will end up by a 
few big plants being built, with no cars to haul the things out of the 
plants. It will be the same as it was in the last war. I remember 
we couldn’t move the wheat, and so on. I am fearful that there 
aren’t enough experienced, older men around here, like yourself, who 
know what will happen in the end, and that is why I am saying what 
I am saying. 

Secretary Cuapman. Mr. Chairman, you hit on a sensitive spot 
when you ask me if I was making a fight for the industry that is 
under me. 

The Cuarrman. I know; and I have no doubt that you are doing 
that. But never let up—you can’t let up on these people. 

Secretary Cuapman. I felt at that time when a cut in copper was 
made that the power industry was hit unduly. I felt that the NPA 
cut was a little heavy. 

The Cuarmman. You allotted a lot of copper for railroads cars 
which they didn’t need. 

Secretary Cuapman. I couldn’t explain that, since it is not in my 
field of responsibility, but they didn’t allot enough to the co-ops and 
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to the rest of the power industry, so I wrote this letter on the problem 
which I would like to put in the record. 

This is a letter addressed to Mr. Harrison on November 29, 1950, 
and signed by me. It is too long to read into the record, but I will 
read the last paragraph: 


In view of the serious impact of the proposed NPA order on the power indus- 
try’s ability to meet defense and essential industrial requirements, I urge that 
you give this matter your early consideration, and that you ask that the issu- 
ance of the proposed order in its present form be deferred until this matter is 
considered by you. I recognize that there is urgency behind the issuance of 
this order and suggest that, if the order is to be issued forthwith, it contain a 
temporary exemption with respect to the use of copper in the manufacture of 
power equipment and by utility companies pending your review of this matter. 
If the order is issued with language which defers the treatment of these copper 
uses, it will permit decision on this matter to be reflected in a supplement to 
the order, but confusion on the part of the power industry will have been avoided, 
as well as the embarrassment to the administration of defense controls of amend- 
ment immediately after issuance. Because of the importance of this matter, 
I believe that you will recognize that I may wish, just as you may, to bring the 
matter before the Chairman of the National Security Resources Board should 
that appear desirable. 

That is signed by me. 

Now, I don’t think you want to take the time for the whole letter, 
but I think you ought to read it, because I tried to make a fight for 
the industry to get “its share of the things that were in short supply, 
and copper at that time was extr emely short, and I was making the 
fight for the total industry. I have done the same thing on alumi- 
num, as a matter of fact, for the power industry. 

The Cuamman. You have heard about the shortage of railroad 
cars ¢ 

Secretary Cuapman. I certainly have. 

The Cuarrman. What will be the result of the work you are doing 
if you don’t have railroad cars or don’t have wire to run public and 
private utilities? 

Secretary Cuarman. The Solid Fuels Administration, under my 
jurisdiction, jeapete that we can’t ship coal now to some places because 
of the bottlenecks on coal cars. 

The Cuarrman. What about oil ? tay 

Secretary Cuapman. We may be running into trouble on trans- 
portation of oil, too. 

The Cuarman. Unless they build these cars. 

Secretary CuapMan. It is all I can do to keep up with the five 
agencies of mine. I can’t take time to argue for the transportation 
crowd. TF) 

The Cuatrman. I don’t expect you to. I was just bringing out 
the situation. 

Senator Carenart. There is no shortage of coal cars at the moment, 

Secretary Cuarman. The problem is not so much a net shortage 
as it is the distribution of cars. That will be the first point of bottle- 
neck in the coal situation when it develops. I wouldn’t say there is an 
over-all shortage now, but there will probably be some bottleneck in 
transportation. 

Senator CareHarr. You know they were allocated enough steel 
to make 10,000 box cars a month, and they were only making about 
6,000. You know that, too; don’t you! 
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Secretary Cuarman. I didn’t know that, Senator. 

Senator Carenartr. You know the steel was piling up as,high as 
this building at the plants, and they weren’t able to use all of it. 

Senator Bricker. That was because of a shortage of orders. That 
has been remedied now. 

Senator Carrnart. It is not a shortage of orders. It was simply 
that they were allocating more steel than they were able to convert 
into box cars each month, and they were accumulating tremendous 
inventories at the car plants, and they cut it back down to about suf- 
ficient for 7,500 cars a month. 

Senator Bricker. I put in the record last week that the orders are 
sufficient now to take up the full 10,000-car allocation of steel to the 
business. 

The Cuarrman. It has been cut further from 7,500, or will be. 

Secretary Cuarman. As I said, I think that one of the very first 
problems we are going to run into in coal will be transportation. 
The second is going to be probably mining machinery. I don’t want 
to go into details on that, because I would like the Administrator han- 
dling that to do it. 

I would like to present this letter for the record. 

The Cuarrman. Without objection, it will be made a part of the 
record. 

(The letter referred to follows :) 

DEPARTMENT OF THE INTERIOR; 


OFFICE OF THE SECRETARY, 
Washington 25, D. C., November 29, 1951. 


Witt1aM H. HARRISON, 
Administrator, National Production Authority, 


Washington, D. C. 


My Dear Mr. Harrison: Pursuant to our discussion at lunch today, I wish 
to summarize our request that copper use in the manufacture of power equip- 
ment and by utility companies be exempt from the use limitations of the pro- 
posed National Production Authority order on copper. 

Adequate power supply is basic to the defense program and the maintenance 
of the civilian economy. The provision of an adequate power supply requires ex- 
pansion of the power industry, which in turn may require an expanded use of 
copper for the power industry even after all conservation steps are taken. 
The Edison Electric Institute’s October 1 electric-power survey indicates, for 
example, that total required additions to utility plant capacity in the years 1950 to 
1958 are: For 1950, 6,459,400 kilowatts; for 1951, 7,556,650 kilowatts; for 1952, 
7,524,900 kilowatts; and for 1953, 6,252,000 kilowatts. In the last 2 weeks, 2,000,- 
000 kilowatts have been added to the figure for 1953. And the full measure of ad- 
ditional power supply for defense plants has not yet fully been assessed. 

There is a widespread misconception that power supply for defense needs can 
be met by curtailing power use in other directions. The evidence of the last 
war indicates that this is contrary to the facts. The total saving accomplished 
by all practical measures in this direction was only a very few percent. Defense 
and civilian power loads are so inextricably merged that an expansion of power 
supply was found to be the only answer even during a period of total war. 

During the present period when the announced objective of materials controls 
is a minimum of economic dislocation consistent with meeting defense require- 
ments, it is pertinent to emphasize that all industry, as well as defense produc- 
tion, depends upon power supply. If that supply is curtailed, the widespread dis- 
location in business, industry, and employment would far exceed the dislocations 
which might otherwise result from whatever further reductions in other copper 
use may be required to maintain an adequate flow of copper into power supply. 

I believe that steps can and should be taken to limit the use of copper by 
the power industry so that the supply available is devoted to the most essential! 
power needs to be met. I propose that these steps be taken through an allocation 
by the National Production Authority of a specific quantity of copper for the 
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power industry and through distribution by my defense power staff of that quan- 
tity in the most fruitful directions within the power industry. To this end we 
have already sent to the power industry forms on which basic requirements 
information is to be reported with return dates of December 11 in the case of 
aluminum and December 18 in the case of copper and steel. 

Such an approach will permit necessary restrictions on copper use to be applied 
on a selective basis consistent with an affirmative program of power-supply 
expansion in which power needs are integrated with all material scarcities. It 
is submitted that such a program approach, in lieu of arbitrary across-the-board 
euts varying for different materials, is the- approach which will permit the 
greatest material conservation by the power industry and the only one which 
assures attainment of minimum vital power-supply goals. 

Pending the determination of a quantity which may be allocated for power- 
industry use and pending the collection of the other information upon which 
an evaluation of individual copper-use applications may be considered and inte- 
grated with the power-supply program, I urge that an exemption be granted 
with respect to the use of copper by utility companies and in the manufacture 
of power equipment (such as generators, transformers, condensers, switchgear, 
circuit breakers, and switchboards) for the utility industry. A similar exemp- 
tion for aluminum conductor was granted when this problem was raised in 
connection with the NPA order limiting aluminum and following the agreement 
between Interior and Commerce at that time we are preparing to administer an 
allocation program beginning April 1, 1951, to control the use of aluminum by 
the power industry. 

As to the manufacture of electrical equipment, such an exemption is impera- 
tive if we are to avoid serious impairment of power supply to the defense pro- 
gram and for the maintenance of essential industry. For that manufacture, 
even at capacity levels, is the principal limiting factor in the provision of 
required power supply. Any temporary curtailment in that manufacture rep- 
resents a loss which cannot later be made up. 

As. to the direct use by utility companies, the effects of curtailment may not be 
quite as severe but are serious enough to warrant a like exemption. The impact 
upon utilities of an across-the-board cut-back will be far less uniform than in 
manufacturing and similar industries. If utility company use is temporarily 
exempt, the erratic impact of the proposed limitation upon the utility industry 
will be avoided, but copper consumption by utility companies during the initia! 
control period will not significantly increase because their consumption is geared 
to longer-term construction and maintenance schedules. I, therefore, urge that 
the exemption include utility company use. 

In view of the serious impact of the proposed NPA order on the power indus- 
try’s ability to meet defense and essential industrial requirements, I urge that 
you give this matter your early consideration, and that you ask that the issuance 
of the proposed order in its present form be deferred until this matter is con- 
sidered by you. I recognize that there is urgency behind the issuance of this 
order and suggest that, if the order is to be issued forthwith, it contain a tem- 
porary exemption with respect to the use of copper in tlie manufacture of power 
equipment and by utility companies pending your review of this matter. If the 
order is issued with language which defers the treatment of these copper uses, 
it will permit decision on this matter to be reflected in a supplement to the order, 
but confusion on the part of the power industry will have been avoided, as well 
as the embarrassment to the administration of defense controls of amendment 
immediately after issuance. Because of the importance of this matter, I believe 
that you will recognize that I may wish, just as you may, to bring the matter 
before the Chairman of the National Security Resources Board should that 
appear desirable. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


Senator Cargrnart. Mr. Chairman, may I ask a question ? 

The Cuareman. Certainly. 

Senator Carenart. Can you tell us briefly the duties of the Admin- 
istrator of the Defense Power Administration? 

Secretary Cuapman. Yes; I can. Mr. McManus is in the room. 
He is the president of the Georgia Power Co. I want to say to you, 
gentlemen, that in starting out to organize these defense areas in my 
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department, the first problem I had to face was getting competent men 
to serve as my top administrators. 

In the first place, when we started off organizing these defense areas 
assigned to me, I was fortunate in having as a starting point for the 
Petroleum Administration for Defense a nucleus organization left 
from the last war called the Oil and Gas Division. As a result I 
had available experience and technical advise to help me in building 
up that area. We also had an advisory industry council which was 
savin with us regularly, so when the Defense Production Act 
passed, and the assignment made to me, the Petroleum Administra- 
tion for Defense was the first one to get moving. We moved off on 
that one very quickly, and after considerable time and pressure, we 
finally got Bruce Brown to be the Administrator. I don’t want to 
embarrass these fellows, but he is back there, and I wish he would 
stand up so you can see him, 

I want to say to you that I am not ashamed of any of these fellows, 
and I will put them up against any group of administrators in in- 
dustry. 

The Cuamman. Why don’t you introduce your assistants at this 
time 

Secretary Cnarman. Alfred C. Wolf, and William Stead, on my 
staff. Mr. Clifford B. McManus is Administrator for Power; Mr. 
Bruce Brown, Administrator for Petroleum; Dr. James Boyd is Ad- 
ministrator for the Defense Minerals Administration. 

Incidentally, he is also the Director of the Bureau of Mines. 

Mr. Charles Connor, head of the Solid Fuels Administration, is 
out of town this afternoon and could not be here. I have one of his 
deputies here, but Mr. Connor is not here at the moment. 

enator Capenart. What about fish? 

Secretary Cuarman. Mr. Albert Day is Administrator of the De- 
fense Fisheries Administration. He is out of town today. This pro- 
gram is just beginning to develop where the problem is at all urgent. 
We haven’t had to be concerned about it too much up to the present. 
I have named Mr. Day, Director of Fish and Wildlife Service, as the 
Administrator and established the organization. 

Senator Carenart.. Mr. McManus, Mr. Brown, Mr. Boyd, Mr. Con- 
nor, and Mr. Day are the heads of these respective departments. 

Secretary CuapMan. Yes. 

Senator Carenart. What, exactly, are the duties of Mr. McManus? 

Secretary Cuapman. Mr. McManus’ duties, as Administrator of 
the Defense Electric Power Administration, are to keep in close touch 
with the industry, both public and private, and with the other agencies 
of the Government that have authority in dealing with and making 
allocations of materials, determine our over-all needs, and then make 
recommendations to me concerning the general programs and policies. 
He and I discuss these matters and work them out between us. It is 
his responsibility to administer that program from that point on, 
and he does. 

_Senator Carznart. What problems do you have other than alloca- 
tion of materials? 

Secre CuarmaNn. That is the most important problem at the 
moment. e do have the most important problem, however, of as- 
suring that defense plants are located in areas where power supplies 
are, or can be made available. 
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The Cuairman. That is sort of hard; isn’t it? 

Secretary CuapMan. That is very hard, when you are short, in 
practically every area. 

That is his real headache at the moment; Racing eniicieet kilowatts 
immediately available for some of these plants. I know that you have 
all heard of the problem in connection with the aluminum poogren. 
That is one example, Senator, of the problems that he will have to 
deal with, and believe me, he has to work day and night to get ahead 
of it. ~ 

We have no authority as to where they locate, but we suggest 
where we have power and where we don’t have it. 

Senator Carenart. Locating plants and allocating materials. 

What are the duties of the Petroleum Administration for Defense’ 

Secretary CuarmMan. The duties of the Petroleum Administration 
for Defense are to see that they, too, get the proper allocation of mate- 
rials for the petroleum and gas industry, and to see that no bottle- 
necks develop which will tie up this industry from delivering its prod- 
uts for defense purposes. 

I will give you an example of that: Last winter we had a very seri- 
ous situation develop in aviation gasoline whereby we had a series 
of requirements presented to us from the military which required an 
increase of our military aviation gasoline, and it had to be done as 
quickly as possible. I want to say that Bruce Brown, through calling 
in his associates, got busy and developed immediately some way to 
meet the requirements of the increased production of aviation gasoline. 
That is an example of the type of thing that he will have to do. 

The allocation of materials, Senator, is a very serious problem in 
terms of seeing that it is done equitably and fairly. 

The oil industry, for example, is drilling approximately 43,000 wells 
each year. If you are going to keep up with the present production 
of oil in this country to meet the demand that we have already estab- 
lished and now have, you have to find some way or another to keep 
those wells drilling. 

The CuHamman. You have to find steel. 

Secretary CuapMan. You have to find steel so as to make this pro- 
gram possible. 

The Cuatrrman, That happened in the las: war, as you know, when 
the drillers were stumped because of lack of steel. 

Senator ScnorrreL. Mr. Secretary, have you not experienced a very 
fine relationship between the various organizations in the oil business 
in making surveys as to what their needs were fairly early for the 
consideration by your entire Department? 

Secretary CuapmMan. Senator, I am glad you brought that up, be- 


cause I want to say that I have never had and never experienced a , 


finer spirit of cooperation with any industry, or with any group, than 
I have with the oil people in trying to work out the problems that face 
the Government, and face them as an industry. 

Their advisory council had been organized, Senator, quite a while 
before the Defense Act had passed, and so it went immediately into 
action, to advise us in taking care of special problems. They sup- 
plied the data we needed almost instantaneously. I don’t know of 
another group that could possibly have brought it in as quickly. 

You have to remember this: There is a wide difference between the 
petroleum industry and the mining industry. If you take the petro- 
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leum industry itself, you are dealing with approximately 40,000 peo- 
ple, in terms of production and major distribution of petroleum prod- 
ucts. When you take your minerals people, they are dealing with 
scores of separate minerals, each of which is almost an industry in 
itself; and it is almost an impossibility to find a common formula that 
will fit across the board for all minerals. You can find a formula 
that will fit for petroleum right across the board; they were organized 
in an advisory capacity to the Department, and they moved in im- 
mediately to give me advice and help, and again I want to say there 
has never been a more cooperative spirit by any industry than in the 
petroleum business. I think their record in the last war of cooperating 
through the PAW was unparalleled in government. 

The Cuarrman. Wasn’t Mr. J. B. Park in charge of that? 

Secretary Cuarman. Ralph K. Davies was in charge, but Mr. Bruce 
Brown was his deputy, so I was lucky to get Bruee to come in and 
help me in this present situation since he had the background and 
experience in governmental operations. 

Senator Bricker. Who is the head of the advisory committee now 
on the part of industry ¢ 

Secretary Cuarpman. Mr. Walter Hallanan, of West Virginia. He 
is the Chairman of the National Petroleum Council that we have, the 
advisory council. 

We have advisory councils organized for all of these industries that 
are working in these partciular areas. There is the Minerals Advisory 
Council, advisory councils for solid fuels, fisheries advisory groups, 
and of course the Defense Electric Power Administration has its ad- 
visory council. As I recall it, the law requires that every segment of 
the industry be represented on these councils, and that different geo- 
graphic areas also be represented. In the power situation, I brought 
together.the public and the private power segments, two diametrically 
competitive forces, in one advisory council—and successfully, I feel. 

After PAD was set up, Defense Minerals Administration got mov- 
ing with solid fuels toward the last. The power agency was the last 
one to really get organized, and I will tell you why: 

It was most difficult to find a common ground on which to bring 
them together. Now, the first people to whom I turned after I re- 
ceived the responsibility were consultants whom I asked to serve on 
my staff: Mr. McManus, president of the Georgia Power Co., and 
Mr. R. C. Lane, of the Oklahéma Power Co. Now, why did I turn 
to those two? It is very simple—a secret I haven’t told anybody else. 
I turned to them for this reason: First, Mr. McManus had had some 
experience in the southern area among the TVA people. I didn’t 
know how much, but I knew he had some experience in dealing with 
them. Then, I had just come through one of the toughest negotia- 
tions I ever dealt with with Mr. Lane in trying to work out the con- 
tract with the Oklahoma Power people and the Southwest Power 
Administration. I asked them to come in and be my consultants. 
They came in, and volunteered their time to help me along with others 
to set up this advisory council. We have 21 private people, and 9 
consisting of various segments of public power. 

The Cuarrman. How is the Southwest working out now? 


ey Cuapman. The Southwest is working out, I think, very 
well. 
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The Cuarrman. What does Mr. Lane think about it? 

Secretary Carman. Mr. Lane thinks it is all right. He is the 
one — recommended approval of the contract, and he thinks it is 
working. 

The Cuamman. What about the Southeast? 

Secretary Cuarman. In the Southeast, we are dealing in an area 
that is more or less new to the Interior Department, because we are 
just beginning to get power from Corps-of Engineer projects in that 
area which the law charges us with-distributing, We have just set up 
our Southeastern Power Administration there a year ago. 

When these men come in to work for the Government, I don’t expect 
them to do things to destroy deliberately the total interest of their 
companies. As Secretary of the Interior, I have some appropriation 
requests in my budget that would build power lines right to Mr. 
MioManes’ district. Obviously he is working with me as Administrator 
and didn’t feel that it was appropriate to go up before the Appro- 
oe Committee to testify against my own appropriation, so we 

ad a conference, and I said to him “Although it is not appropriate 
for you to appear, there is no reason your company should not be 
represented and your officials go up and testify in any capacity they 
see fit regarding my appropriation. That is the forum before which 
we debate and discuss our problems, and your company should not be 
os in that manner just because you are giving your time to the 

overnment.” 

I wanted you to know that, gentlemen, because I wanted you to 
realize the difficult problems which arise at times under these circum- 
stances. 

Senator Scuorrre.. Mr. Secretary, might I ask this question ? 

Have you found, for instance, that you will have to interchange 
power in your over-all picture probably many times? Have you any 
reason for this relationship? Obviously it would seem to me it would 
not be too difficult to exchange power where they have a surplus, with 
areas that are short on supply, as far as the time given to produce 
the additional power is concerned. 

Ts that true? 

Secretary CuarpmMan. You are quite correct, Senator. The relation- 
ship there has improved very materially in regard to exchange of 

»ower, and I want to say that Mr. McManus, with the position he 

olds within the industry, gives weight to that fact, and it has helped 
us a great deal. 

The exchange of power involves what we call the pooling of power 
in a given area, where public, private, or a mixture of both is needed. 
In some cases we mix public power generation in with private power, 
and in some cases it is just private power poaling its resources in an 
area to produce the amount of kilowatt-hours needed for production. 

Senator Carenart. Will you turn to page 10 of your statement, Mr. 
Secretary, the next to the last pasamreata’ 

The authority provided in section 303 (a) and (b) to purchase metals and 
minerals and to make commitments to purchase them has been of great assis- 
tance in increasing the production of these materials. Through the means of 
contracts and commitments to purchase at stated prices, producers of certain 


critical minerals in very short supply have been given the assurance necessary 
to enable them to move forward. 
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Now, can you give us the names of the companies, and the amount 
or the type of contract that you are talking about in that paragraph? 

Secretary Cuarman. I wouldn’t be able to give it to you personally, 
Senator, but I can tell you what we are talking about there. Mr. 
Boyd will or have the detail, and the total amount of money 
involved. I don’t have it in my statement or in my mind. 

Senator Carenarr. Mr. Chairman, I would like to suggest that 
we secure for the record a very, very complete report setting forth 
the name of the company, the kind of assistance, the end result to be 
hoped for, the amount of dollars involved, the amount of production 
anticipated, the full and complete report covering that particular 
paragraph. 

Secretary Cuarpman. Very good; we will be glad to furnish that, 
Senator. 

Senator Carprmart. You don’t have that with you today? 

Secretary Cuarman. I do not have it in my immediate files. Mr. 
Boyd may or may not have it with him, but we will furnish it to 
you. 

’ Mr. Boro. We have at the moment, sir, negotiated 23 contracts which 
have gone to the Defense Production Administration for certification, 
and we have 15 more that are almost complete. 

Senator Carenart. Are they all in the United States, or are some 
of them outside? 

Mr. Boyp. These are in the United States, at the moment. 

Senator Carrnart. In other words, you have only consummated 
23 contracts, and have some 15 pending? 

Mr. Boyp. Five have completed negotiation. 

Senator CarrHart. How many have you turned down ? 

Mr. Boyp. Loans and contracts, 105 denied, 13 withdrawn, 3 tax 
amortization certificates denied. 

Senator CareHart. And *ow many are you considering at the 
moment, neither approved nor turned down? 

Mr. Born. I can give you the total figure, tax amortization con- 
tracts and loans, 917. 

Senator Carenart. A total of 917 different contracts. 

Mr. Borp. Some are contracts, some are loans, some are tax amor- 
tization certificates. 

Senator Caprnart. You are going to give us a complete statement 
there on those 917? 

Mr. Boyp. I will try, sir; yes. 

Secretary CuapmMan. We can furnish that. 

Senator Carenart. We ought to have it, Mr. Chairman. 

The Cuamman. Without objection, then, will you give us that 
statement ? 

Secretary Cuapman. That will be furnished in detail. 

(The material referred to will be found in the appendix, p. 1041.) 

Senator Carenart. What is the total in dollars involved in the 
950 contracts ? 

Mr. Boyp. In the requests, sir? 

Senator Capenart. Yes. 

Mr. Born. I am afraid, sir, I couldn’t give it to you, offhand, but 
if you go into it on the base of total commitments involved in this 
thing, it would amount to $5.5 billion. 





466 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Senator Carznartr. Wait a minute; you startled me. Do you mean 
$5 billion of expenditures? 

Mr. Boyp. No, sir; commitments to purchase. 

Senator Carenarr. Commitments to purchase $5 billion worth of 
materials? 

Mr. Boyp. Yes; the actual outlay of Government funds will be 
approximately 5 percent of that figure. 

The Cuairman. But the Government~would be bound to buy it? 

Mr. Boyp. Yes; if it came on the market. 

Secretary Cuarpman. If.it came on the market, they would have to 
buy it. 

Senator Carenart. Have you entered into any contracts with con- 
cerns outside continental United States? 

Mr. Boyp. I don’t think so at the moment; no. 

Senator CareHarr. Are you considering any at the moment? 

Mr. Born. We are considering some. 

Senator CaprHart. But you have committed the Government to 
purchases of over $5 billion 

Mr. Born. No, sir; those are the things not committed. 

Secretary CHarpman. It would be committed to $3.6 billion if we 
approved all of the nine hundred-odd cases. 

(This was a total figure for all activities. Minerals actually will 
be closer to $3.6 billion.) 

Senator Carruart. How much are the commitments at the mo- 
ment ¢ 

Mr. Boyp. We haven’t tabulated that recently, but I can furnish 
that figure for the record. 

(The information referred to follows :) 
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Department of the Interior—Defense Minerals Administration—Macvimum 
contingent liability for expenditures as of May 15, 1951 
(In thousands) 
Program : 1951 
I. Purchase and resale $100 
II, Commitments to purchase 


I. Purchase and resale: 
Domestic : 


Fluorspar 
Graphite 


II. Commitments to purchase: 
Fluorspar 
Fluorspar, crude ore 


Tungsten 
Manganese 


pe 
Molybdenum 
Titanium 


Lead and zinc (complex ores) 
Aluminum 


IV. All other programs: 
Exploration : 
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Senator Carruarr. The amounts proposed in section 303 in the 
bill before you would not diminish the authority we have found so 
valuable. On the contrary, the proposed new subsection (c) would 
be very helpful in making it clear that section 303 authorizes action 
to assure the maintenance of necessary production. 

Now, what do you mean by the “maintenance of necessary produc- 
tion”? 

Secretary CHarman. On that, Senator, there has been some ques- 
tion as to whether the authority in-that section was sufficient to con- 
tinue the maintenance, continue the production program as you carry 
along, day-by-day program. 

Senator Carenart. You mean maintenance after the so-called 
emergency was over—— 

Secretary Cuarman. No; you are not talking about after the 
emergency. This is all related strictly to the emergency. 

In the case of a high-cost producer there may be cases where it 
would be necessary to provide some form of subsidy to keep him in 
production—to avoid having to raise the price across the board for 
all producers just to get the essential defense materials from this high- 
cost operator. 

Senator Caremart. You mean loan money for subsidies, or pur- 
chase the product ? 

Secretary Cuarman. It might be either one. 

Senator CarrHart. It still isn’t quite clear. It seems to me as 
though you are asking for authority here that will go on forever. 

Secretary Cuapman. Well, I think the difference lies only in in- 
terpretation, Senator. The present act provides for assistance to aid 
in the expansion of production facilities, and some agencies have not 
been sure that it means you can provide similar subsidies for the con- 
tinuance of production after you have built a plant, and that is what 
we are trying to get clarified in that amendment. 

Senator Carprmart. You not only furnish money to build the plant, 
but you likewise purchase the output of the plant? 

Secretary CHapman. In some cases; yes. 

Senator Carenart. Now, I still get back here to what do you mean 
by “maintenance”? What do you want this new bill to do that it 
doesn’t do? 

Secretary CuapMaNn. Well, if you just leave it on that basis, sir, we 
could continue to purchase after the plant has completed its building 
expansion. 

Senator CapeHart. Don’t you feel you have that authority at the 
moment ? 

Secretary Cuapman. I think we do, but some lawyers don’t think so. 

Senator Capenart. Do you have a lawyer with you? 

Secretary Cuarpman. Yes; Mr. Bruce Wright, 

Senator CapeHart. Would you give us your reasons for this word 
“maintenance”? Maintaining? 

Mr. Wricut. I think, Senator, there has been perhaps a question in 
the minds of some agencies as to whether under section 303 as it now 
stands the authority was limited to the bringing ip of new production, 
or whether the authority might also be utili ed to help out high cost 
producers who were actually in business. I personally think that the 
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authority is broad enough to include both, the opening of a new mine, 
or the assistance of high-cost producers. 

Senator Capenart. Let me go on a little further here, reading on 
page 11: 

Although most of the commitments to purchase metals and minerals under 
section 803 have been designed to expand production, we have read section 303 


of the act. as permitting similar action, if necessary, to prevent a decrease in the 
production of metals or minerals vital to the defense program. 


There was never any question about your ability to maintain produc- 
tion, was there? 

Mr. Wrieur. Well, there is no question in my mind, Senator. I 
think, as I say, some of the agencies may have though that because of 
the language used in subsection (b) of section 303, there might be a 

uestion. 
, You will recall the limitation there imposed requires a finding that 
production can’t be increased at lower prices or on terms more favor- 
able to the Government. I think it was the word “increase,” that gave 
rise to the difficulty. 

Of course, if you lose present production, it just seems to me a 
fortiori that you can use the authority to prevent that. 

The Cuatrman. What lawyers differ with you? 

Mr. Wrieur. To be specific, in Mr. Gibson’s testimony, it seems to 
me a distinction was drawn between the continuation of production 
and new production. 

The Carman. The difference between a continuation of produc- 
tion and new production ? 

Mr. Wricur. That is right, Senator. I don’t think they went so 
far as to take the next step and say that section 303 wasn’t available. 

The Cuarrman. You were just concerned about his testimony before 
this committee ? 

Mr. Wrieur. Yes. 

Secretary Cuapman. We did want to clarify it, Senator. That was 
all we had in mind. 

The Cuatrman. You just want to clarify the question of law. 

Secretary Cuapman. That is right. 

Senator CaprHart. I was wondering why you didn’t have the 
authority to do it, and what you meant by “maintenance” there. 

Secretary CuHapMan. We think we have, but others have raised the 
question about it and we didn’t want to be caught without authority if 
somebody raised it later on when we had a handful of these cases 
pending and couldn’t handle them. 

Senator CapeHart. Now, when you have processed these 950 appli- 
cations that you have, will that give you sufficient production to meet 
the requirements of the Government in the national defense? 

Secretary Cuapman. Chances are it will not in many instances, In 
some cases it probably will, but that will vary from mineral to mineral, 
and ore to ore, Senator. We have hopes that it will. 

In some cases we know that will not. 

Senator Scnorpren. Since we are on that page, I would like to 
ask the Secretary this. 

It has been brought out in some of the congressional hearings here— 
for instance, let us pin point manganese, that we have deposits in 
27 of our States within our own country now. 
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The price of manganese, per pound, is cheaper than, let us say, 
lead, copper, or zinc ores? 

Secretary Cuarman. Yes. 

Senator Scuorrret. Now, do I understand that you have suiii- 
cient authority in your Department, or your related departments, 
through your recommendations to them, if you do not have it specifi- 
cally within your own Department, to proceed to develop these known 
resources within our own country? =. - 

Secretary CuapMan. At the moment we have. 

Senator Scuorrre.. Now, I am wondering if your Department 
has considered establishing a price per pound on the manganese with- 
in our own country, say within these 27 States, in order to meet this 
short supply that we are having difficulty in obtaining from sources 
abroad, and whether that wouldn’t be a practical approach to it on 
a long-range program of as near self-sufficiency within our country 
as possible ¢ 

ecretary CuapMan. Senator, I think that question cuts right to 
the heart of this whole mineral program, and I would like to answer 
that for you. 

First, the situation would vary somewhat from area to area, prob- 
ably, as to price. Second, I like to use another ore as an example 
of the problem you would be faced with on a subsidy question. We 
have just worked out a program on tungsten, for which I think we are 
paying some $63 a unit. Now, that is across the board, and that 
means the high-cost producer as well as the low-cost producer. We 
had to do that because of the necessity of the commodity that was 
so vital to us in terms of defense needs. We had to do it, we used 
every incentive at our command, almost, to force out the production 
of tungsten. 

The same thing could possibly apply to manganese because that 
is equally as important; we have to have it. 

Now, the question is, Shall we work on a program across the board 
for subsidies for that kind of commodity, or shall we pin point it 
and do it on a selective basis? We have not yet worked that pro- 
gram out where we have fully agreed on a policy as yet. That is 
being worked on now. 

Senator ScHorrret. Do you have in your judgment sufficient au- 
nee under the original act, or the proposed amendment, to do 
that 

Secretary Cuarman. I think we have the authority under the 
present act to do that. I think we have the authority sufficient for 
that, Senator, and the amendment that Senator Capehart was refer- 
ring to, in citing the word “maintenance”, was urged because some- 
one else raised doubt and I was fearful that. we would be caught at a 
later date with a tremendous backlog of cases where we. want to 
continue production, and for some reason somebody would throw a 
legal road block in our way, and we were trying to keep it clear. 

One question here whether we are going straight across the board 
with guaranteed floor prices on a given commodity, and pay the low- 
cost producer the same as the high cost producer, which would be a 
windfall in some cases, we still have to weigh the value and necessity 
of the commodity in question, how vital is it, and how much are we 
willing to make the taxpayers pay to get that commodity out. 
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Second, how far and how long can you hold the line on price stabili- 
zation if you have to break it here and there in order to get the essential 
commodities. 

I think first we must weigh the vital necessity of the commodity, 
and then if we have to have it, we have to try and work out the very 
best deal we can to get that commodity in. 

Senator Scuorrren. That is sound in my judgment, but I am also 
looking further down the line, namely, if we have to go to these lengths 
to get that supply, then if we develop it as nearly as we can within 
the confines of our own country, we have a capital outlay here that 
we can build upon, and it would be different hen if we were going 
into some of these foreign countries and paying a cash price for it. 

Secretary Cuarman. I agree 100 percent. I think it is totally to 
our interest, and necessity for our security, even though it may sound 
expensive to us in some instances. I think it is to our benefit and the 
security of this country to develop every possible source of domestic 
production of manganese, because we realize that we have had to 
rely in past years on approximately one-third of our manganese com- 
ing from Russia. Now that has been cut down. We have had to make 
it up in different places. We have made oF some of it in this country. 

I think it is vital that we spend every dollar we feel we can afford to 
spend to develop deposits of manganese in this country, and even 
thea it may sound high to us, and we may be paying a premium 
price in order to get it out, I believe we have to do it as a matter of 
security. 

I think that same principle, Senator, applies to any one of these 
strategic metals. There are some which can be gotten in certain 
foreign markets, some can be gotten here, but I think we have to 
weigh the source of supply, the amount that is available in this 
country, and what are the requirements and needs, and how vital is 
the particular commodity. 

You touched on one of the most important of all in manganese, and 
I think that we may just have to pay the price to get it. 

Senator Bricker. You are getting about 97 percent of your man- 
ganese from abroad ? ; 

Secretary CuarmMan. Ninety percent abroad. 

Senator Bricker. And that comes from India and South Africa? 

Secretary CHapMAN. Principally. 

Senator Bricker. How much of our domestic production—how 
much could you increase domestic production in manganese? 

Secretary CHapMaN. Senator, I do not believe anyone could give 
a complete answer to that other than to say this: You would not know 
until your mining-engineers have made fuller exploration of a lot of 
these reported deposits that people have indicated to us from time 
to time. 

Senator Bricker. Have you any figures on the relative cost of 
domestic production and foreign supply ? . 

Secretary Cuapman. Yes, sir; we have them available, Senator. 
I do not have them with me, but we could have those comparative costs. 

Senator Bricker. Take tungsten, for instance. What percentage of 
that comes from abroad ? 

Mr. Bop. At one time, Senator, virtually all our tungsten came 
from abroad, and domestic production is high cost. Largely that 
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came from China, which has been virtually cut off from us now. 
We are — to drill our own tungsten at a higher price, two or 
three times what we used to pay for tungsten before, and then we 
have to get it in South America, Portugal, Spain, and so forth. 

Senator Bricker. You have been getting some of that from 
Thailand, haven’t you? 

Mr. Boyp. Yes. 

Senator Bricker. Is that cut off now, or do you still have that 
source %f suppry ¢ 

r. Borp. The world price situation has given trouble in recent 
months. We were not getting any at all for a few months, because of 
the rapid increase in the world price situation. That is now improving, 
and we are getting more in from various parts. 

Senator Dirksen. Mr. Secretary, you operate under two lines of 
authority in present law, under section 303. First you have authority 
to purchase or to commit for purchase the necessary metals and 
minerals and raw materials, including liquid fuels for Government 
use, or for resale ? 

Secretary Coapman. That is right. 

Senator Dirxsen. That is your first authority ? 

Secretary Cuapman. Yes. 

Senator Dirksen. Now, are you actually using that by purchasing 
for Government account, and then reselling to industry ? 

Secretary Cuapman. No; what we would do in those cases would 
be to recommend such purchases to the General Services Administra- 
tion, which agency actually makes the purchase. 

Senator Dirxsen. Do they make the contract, or do you make it! 

Secretary CHapman. They make the contract. 

Senator Dirksen. Do you have anything to do at all under thai 
provision of section 303 ? 

Secretary Cuapman. Yes, we do. Our people, in working out any 
one of these purchase contracts for any of these commodities work in 
close collaboration with General Services Administration in working 
up the contract. They work actually with our own men in the 
Defense Minerals Administration. 

Senator Dirksen. Are you generally familiar with the type of 
contract that they make? 

Secretary CoapmMan. Not too much, Senator. 

Senator Dirxsen. Are you, Mr. Boyd? 

Mr. Born. Yes. 

Senator Dirksen. Let us take one metal, tungsten, steel, aluminum, 
bauxite, or whatever it is, and tell the committee just a little about the 
contract you make through GSA. : 

Mr. Boyrp. These contracts, Senator, have a wide variety of form. 
I think probably the most generally known ones are the aluminum 
contracts. The aluminum contracts were made at a current market 
price of 1914 cents, guaranteeing the companies the market for that 
aluminum for a period—— 

Senator Dirxsen. All companies? 

Mr. Boyp. The five companies certified originally. One has dropped 
out. Three companies have completed their contracts, and are build- 
ing their plants. It guarantees them a net price for a period of 5 years. 
cancelable at the end of 3 years; if the Government did not wish to 
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buy it would be cheaper to cancel the contract rather than buy the 
aluminum over the 5-year period. 

Senator Dirksen. at is the quantity? 

Mr. Boyp. 446,000 tons a ‘ees in that original program. 

Senator Dirksen. For all companies? 

Mr. Boyp. For all five; yes, sir. 

Senator CaprHart. That is not the total output of the five 
companies. 

r. Boyp. Just the expanded plants. 

Secretary Cuarpman. That is the amount that is certified to, Senator, 
and in answer to one further part, one of the requirements is that we 
must indicate that the proposed expansion is necessary to the defense 
program before they begin negotiations. 

Senator Diexsen. Let us just stay on the beam here for a moment. 
GSA makes a contract for 446,000 tons of aluminum for a 5-year 
period at 1914 cents a pound ? 

Mr. Born. That is correct, sir. 

Senator Dirksen. That is what proportion of total production of 
aluminum ¢ 

Mr. Born. The present production is 750,000 tons, so that would be 
a ratio of 446,000 to 750,000. 

Senator Dirksen. All right, you contract for 60 percent of the 
aluminum supply ¢ 

Mr. Boyp. That is correct, sir. 

Senator Dimxsen. What do they get for the rest of the aluminum 
they sell? ‘ 

Mr. Born. The same price, 191% cents. 

Senator DmxseEn. So you have virtually fixed a price for aluminum ? 

Mr. Boyp. We have put a floor under it. 


Senator DmkseEn. at is the cost, is that above the price of alu- 
minum as of June 27, 1950? 

Mr. Borp. We do not have access to the detailed cost, but according 
to the testimony of one of the companies, the cost of producing ingot 
aluminum is just slightly below the present price. They make about 
1.6 cents per pound, the way I understand it, in one of the companies, 
and they are about rie cee It is very close. 

0 


Senator Dirksen. Now let us take tungsten which is the one you 
talked about a moment ago. You said a contract was made across the 
board with all kinds of producers, low-cost and high-cost ? 

Mr. Boyp. Not individual contracts. GSA has announced that 
it will buy up to a limit of a million and a half units all the tungsten 
that will come on the market which cannot be sold at $63, thereby 
supporting the price for 5 years. 

Senator Dmxsen. And what do they do with it? 

Secretary CuapMaN. It goes into the market, in the normal chan- 
nels. It is not bought and resold. 

Senator Dirksen. Suppose the price goes down ? 

Mr. Boyp. Then GSA will have to buy that that comes on the 
market and cannot be sold at $63. 

Senator Dirxsen. And they will put it in a stockpile? 

Mr. Boyp. Put it in stockpile. 

Senator Dirksen. And how will they designate the money used 
for that purpose, subsidy money ? 
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Mr. Boyp. It has been set aside under the Defense Production Act. 

Senator Dirxsen. How does the price of $63 a unit compare with 
the lowest cost producer in the United States? 

Mr. Boyrp. Before Korea, there were three companies running on 
$28 per unit, per short-ton unit. i 

Senator Dirksen. Was that the market price? 

Mr. Born. That is what they were contracting for then. That was 
the high-grade parts of their mines. -When we went into it very 
thoroughly with all the existing tompanies,.we found they could 
expand their production by going into the lower grades on the side, 
but that would take a higher price, and this figure of $63 was set 
on our estimate from the information we had available what it would 
take to bring tungsten down to 0.4 percent so as to get as much 
tungsten as we could. Those mines were working on the narrow 
portions of their deposits at $28, but now spread their mines out to 
mine greater quantities of lower grade material. 

Senator Dimxsen. But both on the product that is derived from 
expanded operation, as well as the tungsten they produced heretofore, 
they do get $63 a ton? 

Mr. Born. That is correct; sir. We could not see how we could 
differentiate between which was new and which was old production. 

Senator Dirksen. So on regular production, Uncle Sam stakes them 
a subsidy of $35 a ton, the difference between $28 they got heretofore. 
and you have guaranteed $63 on their whole production? 

Mr. Born. That is correct, sir. 

Senator Dirksen. So that is really subsidy money, is it not? 

Mr. Borp. The Government will not be paying out any money, we 
do not think, because the demand is so enormous it is unlikely that 
any of it will ever come on the market for sale to the Government. 
It is really given support so they can open their mines and have 
some assurance that the price will exist over that period of time. 
During the last war they had partial assurance, at the end of the 
war they lost money on it when it was cut off. 

Senator Dirksen. So low-cost producers get the high-cost price? 

Mr. Boyp. Yes, sir, they do, but we are working closely with the 
— three producers. 

Je are working with those companies, and we know that all can 
be expanded to the low-grade materials, which will encourage them 
to mine their low-grade material and get more tungsten. They will 
be going out and working new ore in the same mine at a lower grade 
in order to get more tungsten, and for that reason would have to 
sell at a higher price anyway. It is only really an encouragement 
for them to expand their production by going to the lower grade ore. 
Rie cei Dirxsen. In the case of what other minerals are you doing 
that? 

Mr. Boyp. We have not proposed any other program on that basis, 
because that was a small industry, the total amount of funds is not 
large for that kind of commitment, in proportion, and the vital 
necessity of getting that quickly, because the cost of tungsten is 
a very insignificant part of the cost of the end product, and we would 
lose more by not getting the tungsten than we would by paying a 
higher price for it. We have not advocated that it be done on any 
other metal at the moment. 
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Senator Dirksen. Do you have a firm contract with the tungsten 
people now ¢ 

Mr. Borp. We have not entered into individual contracts with them ; 
no, sir. They have only an assurance of market. 

Senator Dirksen. How long did you assure them ? 

Mr. Boyp. Five years. 

Senator Carenart. Under what authority ? 

Mr. Boyrp. Under the authority of the Defense Production Act, 
sir, as the Jawyers interpret that we would be permitted to con- 
tract for 5 years for that purpose. It is limited in dollar value, in- 
cidentally, we cannot go over a certain dollar value. 

Senator Capenarr. There is nothing in the act which gives you 
5 years, the right to contract for 5 years ? 

“Mr. Boyp. It is tied to the available funds, Senator. 

Senator Carenart. You are just simply allocating the funds over 
a period of 5 years? 

Mr. Born. That is correct. 

Senator CaprnaArr. There is nothing in the act which says 5 years? 

Mr. Born. No, sir. 

Senator Dirksen. Senator Capehart raised the question on page 11 
of your statement where there is this language. We have read section 
303 of the act as permitting similar action if necessary to prevent a 
decrease in the production of metals and minerals vital to the defense 
program, Mr. Secretary, what does that mean, in the first para- 
graph on page 11? 

Secretary CuarpmMan. What we said a moment ago is that we have 
interpreted the act slightly differently from some of our other friends 
in the Government, in that we believe we would have authority to 
continue the program to provide the expansion and development of 
the product itself and not stop just when you finish the exploration 
work as an example, and, as I say, that is the way we interpret it. 

Senator Dirksen. That involves a second line of authority under 
the original section 303 (a) which reads as follows: 

And for the encouragement of exploration development and mining of critical 
and strategic minerals and metals. 

That is an exploration program ? 

Secretary CuapMan. Yes. 

Senator Dirkson. What are you doing under that program ? 

Secretary Cuapman. Under that program we have worked out a 
program involving a total expenditure of F $10,000,000 a quarter where- 
by we can loan money, match money with a small miner that wants to 
develop a-small deposit. We let him have a certain amount of money 
to help explore and develop that particular deposit. Those appli- 
cations have. been coming in some numbers, and we are sending them 
back to the field officers for review in the local areas from which 
they come. We match some of the funds for a small amount. We 
have $10,000,000 allotted to that for the rest of this year, which is 
a very small amount. 

Mr. Boyp. It has been reduced to $5,000,000 for this quarter. 

Secretary Cuapman. That money comes from the Defense Pro- 
duction Administration, and Mr. Boyd says it has been reduced to 
>).000,000, 


Senator Dirksen. That is really a grubstake. 


83762—51—pt. 1-31 
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Secretary Cuarman, It is more or less that. 

Senator Dirksen. How many people have shared in that prograi 
thus far? 

Secretary Cuapman. That is the one that is just beginning to 
move. I do not believe we have approved more than one or two 
of those contracts, because they are just beginning to come back from 
the field with approvals. The final clearance was made of that when 
the money was made available to us before we sent it to the field. 

Senator Dirksen. Are the people yoti deal with there individuals or 
corporations ¢ ws 

Secretary CuapmMan. Most would be individuals, but there will be 
a lot of corporations and a lot of partnerships, but I would say this is 
the type of program where it will draw out more individuals thay 
anyone else. 

Senator CareHart. Why has there been the delay? This act is 
almost a year old. 

Secretary Cuapman. The act is almost a year old, but there have 
been a lot of problems in getting under way. We had to get clearance 
of the program by the Defense Administration itself so that the 
mone saul be allocated for petiee loans or grants in matching money 
for that purpose. It has taken a lot of time to get those clearances. 

Senator CareHart, Who gave that clearance? 

Secretary CHAPMAN. The Defense Production, under Mr. Harrison. 


Then it was necessary to have clearance from the Bureau of the 
Budget. 

Now, I do not want to appear to put the blame on other agencies. 
As I told you at the beginning, the defense minerals was one of thie 
hardest areas to get organized and functioning on any formula basis. 
We have to take each of the minerals individually and try to work i! 


out as a program, and this one has really been the headache of them 
all to really get worked out; first, getting regulations issued so that 
an applicant would know what he would have to comply with—whiat 
the requirements are. It took us considerable time to get that. [t 
just took us time to get the regulations issued, frankly. 

Senator Carenart. Do you have anything to do with strategic- 
material production in foreign countries under the ECA program / 

Secretary Cuarpman. No, except that ECA consults with us and asks 
our advice, because we have some of our own engineers and informa- 
tion. We have probably the source in the Government that has the 
most concentrated information on foreign sources of minerals of any 
agency in the Government. They have cooperated with us, but we 
have no authority in the field. 

Senator CareHart. Have you recommended in any instance wher 
we have furnished all the money to build a facility for developing 
strategic minerals—metals—that we at least be assured a portion of th» 
output ? 

Secretary CoarpmMan. Domesticwise ? 

Senator Carrnart. Under ECA. 

Secretary CHapmMan. I have made no recommendations on that. 

Senator CareHart. Do you know whether or not we do insist— 
under ECA we furnish all the money for the development and pro- 
ductive machinery necessary to produce—that we are guaranteed a 
portion of the output? 
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Secretary Cuapman. I do not think we are guaranteed that, Senator. 

Senator Carenart. Mr. Boyd, does there exist in every in every in- 
stance under ECA contracts where we furnish the money a provision 
that we get at least a proportion of the output of all strategic ma- 
terials? Suppose ECA were furnishing all the money to develop a 
mine, or any other facilities, where strategic materials were,developed, 
do you insist that we get a portion of them ? 

Mr. Boyp. Well, sir, I do not know in detail of the terms of those 
contracts, but my understand is that those resources are expanded 
in ECA territory largely to provide the raw materials for European 
countries to allow their economy to grow. 

Senator Carenarr. You know of no instance where there has been 
any agreement that we receive a portion of it ? 

{r. Borp. I do not know whether they do or not, Senator. In most 
cases they are working on getting strategic materials as a separate 
approach to it. In some cases they have granted funds. 

Senator Carenart. Do you not think it would be good business for 
us to at least insist upon receiving a portion ? 

Mr. Boyp. I think in certain cases it should be, sir, and they do do 
that. 

Senator Carenart. Can you give me any instances where they do get 
any of it? 

Mr. Boyp. Yes, sir; there has been substantial quantities of ma- 
terials come into this country as a result of ECA operations. 

Senator.Careuart. Is it made a part of the original agreement when 
we furnish the money and the materials? 

Mr. Born. I am sorry, Senator, I cannot answer that. 

Senator CapeHart. Could you find out whether there are any spe- 
cific instances, and if so, place them in the record ? 

Mr. Boyp. Yes, I will be glad to do that. 

(The following was submitted by ECA in response to the above :) 

Where ECA under its deficiency materials program makes advances for ex- 
ploration and development of materials required by the United States, the 
contractor agrees in each case of development to repay the advances by deliveries 
of materials to the United States Government and, in the case of exploration, 
to make a similar delivery in repayment if the exploration is successful. Most 
of these contracts also have provision giving EPS an option to purchase a portion 
of the output above that required to repay the ECA advances, 

Furthermore, ECA, through use of the 5-percent local currency counterpart 
accounts, has made contracts for the purchase of upwards of $70,000,C00 worth 
of deficiency materials for the stockpile. All such contracts have been negotiated 
in close cooperation with EPS and the Munitions Board. 

It is understood that the General Services Administration and other Gevern- 
ment procurement agencies have made substantial purchases of strategic and 
critical materials in Buropean ECA participating countries and their dependent 


cverseas areas. Also, a large volume of imports of strategic materials from 
such areas has been effected by private industry. 


Senator Scnorerre.. In terms of the program where we furnish the 
funds and the know-how to some of these foreign countries is that 
what the Senator has in mind ¢ 

Senator Capenartr. My question is whether or not we enter into 
an agreement where they agree to sell us a portion of the output of 
that particular facility. I doubt if you can find any mstances of it, 
but I would be interested in knowing some. I think that they ought 
to write that into every contract. 
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Mr. Born. In some cases we have entered into stockpiling contracts 
for the delivery of certain materials, and ECA has provided the coun- 
terpart funds to build that plant to make the material available under 
the contract. 

Senator Careuart. Mr. Small testified this morning that we had 
received something like $12,000,000 to $17,000,000 worth of strategic 
materials under the counterpart funds, which is a very, very small 
amount, or $13,000,000 to $16,000,000, I believe he said. 

Senator Dimxsen. I think if you-are interested I can give it to you 
here out of the report that just came to the desk this noon from ECA. 
To augment United States stockpile supplies of strategic materials 
ECA entered into contracts totaling the equivalent of $109,000,000 by 
the end of 1950. About 60 percent of this amount represents direct 
purchases. The balance covers advances for the development of re- 
sources in European countries, or in their overseas territories. Gen- 
erally these advances provide for repayment of materials. 

Senator Bricker. Do you know of any. instance where they are fur- 
nished money for the building of plants through ECA, or other Gov- 
ernment funds, where there is actually an embargo on the product 
against shipping it into this country ? 

Mr. Born. No, sir; Ido not. As far as I know, there are none, sir. 

Senator Caprnart. I might suggest, Mr. Chairman, that we call 
the ECA Administrator, and discuss this matter with him. I think 
it is important. 

Secretary CuapmMan. That is a matter of which he would have com- 
plete control of the knowledge and the fact. 

The CuamrmMan. Without objection, we will ask the Administrator 
of ECA to come down and answer specific questions. 

How about certificates of necessity; have you issued very many 
of those? 

Secretary Cuarpman. I probably interrupted Senator Dirksen a 
moment ago. I was going to give the continuity of that. Before any 
of these contracts are entered into at all they have to have first the 
statement of necessity issued-by the department for each of these 
particular things, before they go over to get the contracts. 

Senator Capenart. You say they must have. Why do they have to 
have necessity certificates ? 

Secretary CuarMan. It is a certification of need of the material or 
facility in the defense program, not tax amortization. It is a cer- 
tification of need, if they are intending to use the Government facili- 
ties of financing in any way. They do not have to at all, if they want 
to put in their own money, they can do it. 

Senator Capenart. There is a necessity certificate, and an amortiza- 
tion certificate ? 

Secretary Cuapman. I have in mind the need for us to establish the 
fact that the proposed project is necessary to the defense effort. This 
fact must be established before an amortization certificate or any other 
form of assistance can be recommended. 

Senator Carpenart. What is the purpose of the necessity certificate! 

Secretary CuarpMan. So he may make a contract with the Govern- 
ment, in one instance, or a loan in another, if he wants to. It isa 
recommendation, really. 

Senator Carenart. A recommendation by whom, the Defense Pro- 
duction Administration ? 
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Secretary Cuapman. From me to the Defense Production Admin- 
istration. 4 

The Cuamman. Have you had many requests for certificates? 

Secretary CuapMan. Yes, we have had considerable requests. 

The Cuairman. Have you issued very many ? 

Secretary Cuarman. Yes, we have issued a lot. 

The Cuarrman. I would like to get your idea, because you are going 
to be in a very strategic place as we goon. It is going to get down to 
minerals and metals, if the embargo on us from other countries con- 
tinues to be as strict. 

Senator Caprnarr. He says there is no connection between an 
amortization and a necessity certificate ? 

Secretary Cuarman. The statement of necessity of the facility to 
the defense program is needed in all cases. It can lead to a con- 
tractual relationship, a recommendation for a loan or a recommenda- 
tion for an amortization certificate. The amortization certificate per- 
mits the applicant to get a rapid amortization of the capitalization of 
his investment in plant. 

Senator Carruarr. It still is not clear to me what good a necessity 
certificate is if it does not permit him to amortize under the law, unless 
it is to secure priority of materials to build. 

Secretary Cuarman. It is for both. He may use it or not use it as 
he sees fit. 

Senator CareHari. Does he need to get a certificate of amortization 
if he gets a necessity certificate ? 

Secretary CHapmAn. Not necessarily. 

Senator CareHarr. Must he have a necessity certificate before he 
can get an amortization certificate ? 

Secretary Cuapman. Yes, he will need a statement of the type I 
have described and on the other hand, he may need it to get strategic 
materials with which to build his plant. ’ 

We have been talking about these amortization cases here, and I 
have some figures here, not of loans or contracts now, but this is the 
total dollar amount of tax amortization applications before my de- 
partment at the moment. $5,122,700,000, 

Senator Caremarr. Of what? 

Secretary Cuarman. Applications for tax amortization. 
ing amortization of 1,025 cases. 

The Cuarrman. That is before the Interior Department ? 

Secretary CnHarman. That is before the Interior Department. 

Senator Carenari. How many of them have you approved? 

Secretary Crapman. About 194 have been recommended, totaling 
$1,362,000,000. 

The Cuarmman. What percentage is that ? 

Secretary Cuarpm:n. That will vary percentagewise as to amortiza- 
tion, Senator. They will vary according to the industries. 

The Cuamman. What would you guess, 85 percent, 70 percent, 60 
percent, 50 percent—just approximately ? 

Secretary Cuarman. I think it would be a little under 80, maybe 
between 75 and 80 as an average. I think that is about what it would 
be. 

Senator CarrHart. Why would you give one man an amortization 
certificate and refuse another? What is the standard you use? 


Involv- 
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Secretary Cuapman. I think you have to study the economics of the 
individual case first to see whether there is any value left in the man’s 
plant at the end of 5 years; to see whether there is justification for 
giving him permission to amortize his whole investment in a 5-year 
period, or whether the plant has a continuing value for another 30 or 
40 years. If it has continuing use after 5 years, then I just do not 
think there is justification economically, for giving him a high rate 
of accelerated amortization. a 

I can justify certain types of casés where I would recommend 10() 
percent amortization, where you can identify the project as serving 
purely defense purposes, and at the end of the defense crisis it would 
be no real value. ‘There are some cases of that sort. 

Senator Carenart, In some instances, now, you are loaning them 
the money to build the facilities? 

Secretary Cuapman. Yes. 

Senator Carenartr. You are guaranteeing them the price, you are 
guaranteeing them a volume, or guaranteeing to pay a specific price for 
everything they turn out. Then you are giving an amortization cer- 
tificate to amortize it over a 5-year period. How do I get in on some 
of those ¢ 

Secretary CuarpMaNn. Well, Senator, I do not know how you missed. 
Everybody else seemed to be in on it. 

The Cuarrman. Oh, no. Certain sections of this country were left 
out completely. 

Secretary Cuapman. Senator, I did not mean to be facetious in that 
comment. I want to correct that. You are right, there are certain 
segments left out, not involved in this at all. 

{ am only going to talk now about the industries that are before me, 
because I do not want to attempt to express myself about the other 
industries. 

First you have before you the petroleum industry of America, the 
public utilities of America the whole mineral program of the country 
is before you here. Let us take those three, with coal, too. 

Now, this whole defense program, in my mind, just will not move, 
Senator, and you will not reach your goal unless those agencies can 
be given the needed materials to continue production in their field. 
They are in the basic raw material fields, and if they do not have the 
materials to produce with, and develop the products that we are put 
ting out, you would not accomplish the ultimate end of your defense 
program. That is my belief. 

Senator Carenarrt. Iron, coal, copper, tin, and so forth ? 

Secretary CuarpmMan. That is right. Now, how can you do it with- 
out them? How are you going to do the job without oil? It is inter- 
esting to note that the records will show that the Germans at the close 
of the war found that one of their most critical problems was not neces- 
sarily gasoline, but it was lubricating oil. That was one of the most 
critical things that had run them into trouble with their airplane 


Progepm- 
ow, any one of these raw materials could be an Achilles’ Heel to 
you if we did not have it at the top production level and keep it 
moving. 

Senator Dirksen. Is there anyone so naive in the defense produc- 
tion program that he has got to be argued and persuaded that it re 
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quires a little iron and steel and some material to get oil out of the 
ground and run it through a refractionation process so it is useful 
ina B-29? Is there anybody in that branch that has to be belabored 
on that subject ? 

Secretary CHapMan. We have to belabor them to get enough of it. 

Senator Dirxsen. Confusion is just a little thicker than I think 
it is, if that is the case. 

Secretary Cuarman. No, it is not confusion, Senator; you have a 
shortage of a certain type of material, and there is not enough to go 
around. The question is how are you going to divide it up among 
the needs of the country. I argue, of course, that I think the needs 
for copper for the power development of this country is at the top 
level among the top, and I think they ought to have it. Naturally what 
goes into shells, direct military equipment is the first top priority, but 
I think coming next is the electric power industry. 

Now, naturally there are other industries that are going to put up 
just as strong an argument that they need the second priority them- 
selves, and they need a little bit more percentagewise of that copper, 
just as we argue that we need a little more. So you see we have a 
competitive position here and we all have to argue our case as a claim- 
ant before the NPA. Now, it is not a question of confusion. It is just 
a fact that you have not got enough of these materials. 

Senator Dirksen. Well, I think anybody understands that, but I 
cannot imagine having to persuade somebody down there, who has 
been around Washington in the last 10 years, that it takes “X” amount 
of material to get so much oil out of the ground, if you are going to 
have high octane gasoline for defense. 

Secretary CHapMAN. Senator, those are exactly the words I used in 
my last argument to them, very successfully. 

Senator Dirksen. While we are talking about it, you say in your 
statement that we are drilling 43,000 oil and gas wells every year, and 
we ought to increase the number. 

Secretary CHapmMan. We should, according to the normal ratio of 
vein discoveries to meet requirements. We ought to increase it. 

Senator Dirksen. That is a hazardous, speculative business. 

Secretary Cuarman. That is right. 

Senator Dirksen. If there is risk, there has to be incentive for 
people to venture their dollars on the theory that five out of every six 
holes will be dry. 

Secretary Cuarman. That is right. 

Senator Dimxsen. How do you account for the President sending 
out a message in connection with the tax bill wanting to decrease the 
depletion ¢ 

Secretary CuarpMan. I can think that message is in terms of the 
fact that he needs so many billions of dollars to pay for the rest 
of this, 

Senator Dirksen. He needs oil. 

Secretary CuapmMan. I agree he needs oil, but he also needs taxes 
to meet the bills being paid by the Government on these other things, 
so I think we have to balance it between those two. 

Senator Scuorpren. Could you furnish for the committee a list of 
these amortization cases that you have suggested ? 
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Secretary Cuapman. Yes, that can be done, Senator. We have a 
pretty full record of that, and that wili be broken down according 
to the four or five agencies in the Department. I will break that down 
for you. 

(The information referred to follows :) 


Interior Department—data on accelerated tax amortization * 
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referred to different agencies than those shown for recommendations, Recommendations and denials as of 
Me Raclasive of $2.1 million recommended without any amortization percentage. 

2? No percentage recommended. 

Secretary CuarpMan. Now, Senator Maybank asked me a question 
a moment ago that I did not fully answer. I got off on to another 
question, and I do want to answer fully. 

You asked me about my opinion and my position here concerning 
some of these amortizations. 

The CratrmMan. You say you have five billion in front of you? 

Secretary Cuapman. Yes. And you asked me about the rate. 

The Cuamman. You have got to get it out of the earth before 
you can manufacture it in the city. 

Secretary CuHapman. Mr. Chairman, my position has been a little 
different on this matter, and I will take my criticism now rather than 
take it later, because I want to get mine over with early. I would be 
criticized 

Senator Bricker. You do not think you will thereby be relieved, 
do you, permanently ? 

Secretary CuapMan. I am not thinking of the permanent relief as 
I am of getting the job done that is vital before us. 

Senator Capsuart. I think that will be one thing where you use 
the term “maintenance.” 

Secretary CuapmMan. Well, that seems to be a sustained question. 

I have been one of those who had some tendency to want to hold 
down the amount of tax amortization, feeling that with these incen- 
tives we were giving in other areas, such as ‘loans, contracts, and so 
on, I would want to keep the amortization amount as low as I reason- 
ably could. In answer to Mr. Harrison’s memorandum to me of 
March 3, 1951—I sent back to him a memorandum outlining my 
views—I am not going to read the whole memorandum, but IT think 
it would be very helpful to you to get a clarification of exactly what 


I think. 
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The Cuamman. Without objection, we will print the entire letter 
in the record. 

Secretary CuapMan. I would be very pleased if you would. This 
clarifies my position, exactly the position I have taken on these 
amortizations. 

The CuarrMan. In summary, what did you say about it? Did you 
think it ought to be kept down as you stated, because loans and other 
things enter into the picture? 

Secretary CuapmMan. Let me read you one page, which I think will 
summarize it. 

Even if all the short-term tax on cost of accelerated amortization is 
eventually recouped, such amortization will amount to a tax-free loan 
to applicants. Should taxes rates be reduced after the defense period, 
as we hope they will be—— 

The Cuairman. As they were last time. 

Secretary CHAPMAN (continuing). The cost of accelerated amortiza- 
tion would be measurable by the difference in tax rates. In either case, 
it is imperative in the public interest that the cost of accelerated tax 
amortization be held to a minimum consistent with getting the present 
job done. In line with this approach, it has been my policy y to deter- 
mine rates of accelerated amortization consistent first with a reason- 
able postemergency economic value of the new facilities; second, need 
for new facilities in relation to programed expansion ; and, third, utili- 
zation of all other available expansion tools. As a result of working 
with the several deputy administrators, programs have been and are 
being developed and examined in the light of the various expansion 
tools best suited to the purpose. 

In the field of accelerated tax amortization, we are developing a 
series of ranges of rates for numerous industries. In some of the early 
cases, the criterion was only how much less than 100 percent would be 
acceptable to the applicant. We are now approaching the problem 
from the other end; namely, what is the minimum amount of amor- 
tization over and above normal depreciation which is justifiable in 
order to get the job done? 

Senator Bricker. Is that not about the only criteria you could use? 
It seems to me that is fundamental and inherent in the law. 

Secretary Cuarman. That is what I thought, and that is the way 
I feel. That is why I would like my full explanation to be put in the 
record, if you do not mind, because I have gone into detail on that and 
studied it. 

(The letter referred to follows :) 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 3, 1951. 


Hon. Winn1AmM H. Harrison, 
Administrator, Defense Production Administration. 


My Dear Mr. HArrison: I am transmitting herewith, for your consideration, 
a statement commenting upon the Defense Production Administration memoran- 
dum of March 1, 1951, describing the administration of the accelerated amortiza- 
tion program to date. 

In this statement, we have attempted to put accelerated amortization in the 
setting of the particular expansion needs of this emergency period, to analyze the 
cost implieations of the hich level of percentages so far established, to analyze, 
further, the basie reasoning underlying these high percentages, and to relate ac- 
celerated amortization functionally to the other available expansion devices. 
Our position, as expressed in this statement, is in favor of a significant lower- 
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ing of the level of percentages for new facilities having a reasonable prospe 
of postemergency economic value, for a relation of accelerated amortization j- 
tions to programed expansion, and for an integrated utilization of all of the 
expansion tools. 

In forwarding this statement, I am fully aware of the fact that the recou- 
mendations of this Department, on individual applications-referred to us for 
processing, have been generally in line with the pattern of percentages origina||y 
established by the National Security Resources Board for the steel industry and 
thereafter extended to certain other industries. 

However, because of my concern with this problem I have admonished each 
of the defense administrations under my jurisdiction to program their needed 
expansion as carefully as possible and to be more conservative in their reco.- 
mendations of percentages of accelerated tax amortization. In some instanc.'s 
I have requested restudy of recommendations which have come to me in the 
terest of reducing the rates. We have expressed our concern with this problem 
to members of your staff. 

I believe it is necessary now that we make sure that the program is as soun(|) 
and conservatively based as possible and I therefore urge your serious con 
sideration of these comments as you are crystallizing the policy which will guide 
all of us in making recommendations concerning accelerated tax amortization, 
as Well as the use of other forms of financial assistance, such as direct Govern- 
ment loans, guaranteed loans, and guaranteed purchase contracts. 

Sincerely yours, 
Oscar L. CHAPMAN. 
Secretary of the Interior. 
Enclosures. 


COMMENTS OF THE INTERIOR DEPARTMENT ON DPA MEMORANDUM RE AMORTIZATION 
or EMERGENCY Faciiities UNDER Secrion 124A or THE INTERNAL REVENUE Cope, 
Marca 1, 1951. 

INTRODUCTION 


Government policy conceives the current emergency to be one requiring an im- 
mediate and substantial increase in military strength and the maintenance of 
that strength against any military eventuality over an indefinite period of time; 
the assurance of the essential productive capacity needed to support a sufficiently 
strong and growing economy to enable us to carry a heavy defense program for 
an unlimited period with minimum controls upon the economy during the long 
teria; and the imposition of such economic restrictions and controls during the 
short term as are necessary to permit the needed increase in the output of mili- 
tary supplies and the needed expansion of facilities for military and essential 
civilian production to be achieved as quickly as possible. 

In this respect, the current emergency differs from the early World War II 
period when the country was preparing rapidly for a global war: Then, the 
objective was to convert all possible capacity to military production, to provide 
any additional capacity needed for that purpose, and to do both as quickly as 
possible at whatever temporary impairment of the domestic economy might be 
necessary, consistent with a short-term, all-out national effort. The current 
emergency differs from the early World War II period further in that there 
was considerable more flexibility and elasticity in the economy at that time than 
there is today. The country was then emerging from a period of relatively low 
economic activity; its productive facilities were by no means fully employed. 
Before Korea, on the other hand, the country’s productive facilities were vir- 
tually completely utilized for civilian production. To sustain that high leve! 
of economic activity and, at the same time, to provide the facilities needed for 
military production puts a heavier premium upon facilities expansion now th:n 
in 1941 and a particularly heavy premium at this point of time in the present 
emergency upon an extensive facilities expansion program. 

Accelerated amortization is concededly a necessary and useful facilities expan- 
sion device, but it does not follow that it should be relied upon as the principal 
expansion tool for achieving broad facilities expansion, as under the present 
policy. This policy, which has resulted in an average of 72.5 percent of the cost 
of the facilities already certified being subject to accelerated amortization, it is 
submitted, will lead to excessive cost to the public.' 


1It is to be noted that the Special Committee Investigating the National Defense Pro 
gram found that, with reference to facilities valued at $6 bilion for which 100 percent 
necessity certificates were issued during World War Il the cost of the war could have 
been reduced by $3 billion (S. Rept. 440, pt. 6, 80th Cong., 2d sess., 1948, pp. 233-284). 
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The facilities for which accelerated amortization is being sought appear to 
pe essentially facilities of a type that are basic to the long-term needs of the 
economy ; e. g., integrated steel and aluminum facilities, freight cars, and basic 
petroleum refining facilities, and therefore facilities with intrinsic long-term 
economic value. Since it is fair to assume that a full employment economy will 
be maintained for some period of time, whether or not the emergency is of long 
duration, these facilities can also be expected to have an actual high degree of 
economic utility after the emergency. The average of 72.5 percent for accelerated 
amortization allowed under the present policy, however, presupposes that the 
certified facilities will have an average post-emergency economic value of about 
30 percent. The present policy, moreover, seems to assume that the needed new 
facilities will suffer the full impact of any reduction in demand after the emer- 
gency, Whereas, because many of the new facilities will be more efficient than 
the older facilities, the older facilities will probably suffer rather than the new. 

It is agreed that the expansion of needed facilities must be achieved as quickly 
as possible. It is also agreed that facilities expansion should be achieved so far 
as possible by private financing and with a minimum of Government intervention. 
Within these limits, however, sound public policy dictates that facilities expan- 
sion should be achieved at a minimum cost to the public. A pay-as-we-go fiscal 
policy and the inflationary effect of excessive cost makes this an essential ob- 
jective. 


THE COST OF THE PRESENT AMORTIZATION POLICY 


The approximately 4,100 applications filed to date for accelerated amortization 
certificates represent total investments in excess of $11.5 billion. The certifi- 
cates already issued involve estimated investments of $3.5 billion. As a bench 
mark, it is to be noted that capital expenditures for new facilities in 1951 are 
expected to amount to $24 billion. 

It is estimated that, of the $11.5 billion investment involved in the applications 
filed to date, nearly $5 billion would be financed, during the short term, out of 
tax revenues under the present amortization policy, and, depending upon the 
useful life of the facilities and the post-emergency tax rate, that the total cost 
to the public over the long term could be $2.5 to $3 billion. While it is difficult 
to judge the amount of the saving to the public that would result from a more 
conservative amortization policy, it is apparent that the present average percent- 
age is too high and that a substantially lower average would reduce the cost to 
the public significantly. The analysis that follows is intended to point out the 
magnitude of the cost of the present amortization policy, rather than to try to 
measure it precisely. 

Assuming an average normal life of 25 years for the certified facilities and an 
average percentage of 70 percent for amortization, the 5-year write-off for the 
facilities for tax purposes would amount to 76 percent of their total cost, or a 
56 percent write-off in excess of normal depreciation.’ Translated into dollars, 
the total 5-year write-off for investments aggregating $3.5 billion would be more 
than $2.6 billion, or a write-off in excess of normal depreciation of more than 
$1.9 billion. With an effective tax rate of 77 percent, the certifi-ates already 
issued for facilities estimated to cost $3.5 billion could amount to a loss of tax 
revenue during the emergency of over $1.5 billion.* 

Given a constant ratio of denials of applications of about 2 percent, a con- 
stant average of 70 percent for accelerated amortization, and a constant tax rate 
of 77 percent, the total applications already filed could result in a loss of tax 
revenue during the emergency of nearly $5 billion. Whatever the amount of the 
actual total cost of the certified facilities, an average of 70 percent for accelerated 
amortization and a 77 percent tax rate means that more than 43 percent of the 


* During World War II, some 41,000 applications were granted for facilities estimated 
to cost $7.3 billion. 

* For purposes of accelerated amortization, the Congress, in effect, has assumed a 5-year 
emergency period, as during World War II. Since the 5-year period begins to run with 
the month in which a facility is completed, or, with the succeeding tax year, the 5-year 
period will be different for different facilities. Thus, for a facility constructed in 1951, 
the 5-year period of accelerated amortization would probably be 1951-56; for a facility 
com tleted in 1953. the 5-year amortization period would probably be 1953-58. 

‘Even if all corporations were subject to the present over-all limitation of a 62-percent 
tax rate, the loss of tax revenues during the emergency would be over $1.2 billion. If, as 
recommended by the Treasury Department, however, the combined normal, surtax, and 
xcess-profits tax were raised to 85 percent, the loss would be nearly $1.7 billion; if the 
over-al! limitation were set at 70 percent and all corporations were subject to such 
limitation, the loss would be nearly $1.4 billion. 
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cost will be financed, for the short run, out of tax revenues. If the total invest- 
ment in facilities certified over the next few years amounted, say, to $30 billion, 
which is not considered at all unlikely, the short-term loss of tax revenues could 
therefore approximate $13 billion. 

While the average percentage for amortization may decrease and some of the 
firms receiving amortization may not be subject to the excess profits tax rate, 
these considerations tend to be offset by the probability of a significant increase 
in the total investment for which accelerated amortization will b2 sought, as 
further applications are filed, as well as by the likelihood of an increase in the 
effective tax rate. : 

The foregoing cost estimates, of course, do not take account of postemergency 
tax recoveries, nor of the interest cost to the Government on the funds thus made 
available to industry during the emergency, at a rate of about 244 percent. For 
facilities having postemergency economic value, accelerated amortization is an 
interest-free “loan,” repayable in part after 5 years. If the useful! life of the 
facility is long, for either civilian or military purposes, and the tax rate drops 
substantially after 5 years, the amount repaid will be low. If the life is short and 
the tax rate remains high, the amount repaid will b2 greater. In the past, the 
tax rate has traditionally dropped after war emergencies, but, even if the tax 
rate does not decline after 5 years, the public will bear the cost of interest on the 
tax payments postponed during the emergency—a factor of very real value to the 
firms receiving accelerated amortization. 

Thus, with an effective tax rate of 77 percent during the emergency, and an 
average postemergency tax rate of 45 percent, only 58 percent of the “loan” 
(equal to more than 43 percent of the investment in facilities assumed to have 
an average useful life of 25 years) would be repaid; if the average postemergency 
tax rate were 55 percent, 69 percent of the loan would be repaid. Including the 
cost of interest, the total cost to the public would be 29 percent of the amount of 
the total investment involved if the postemergency tax rate were 45 percent, and 
about 21 percent if the postemergency tax rate were 55 percent. At the lower rate, 
the total long-term cost of the estimated investment of $11.5 billion involved in 
the applications already filed would amount to more than $3 billion; at the higher 
rate, the total long-term cost would amount to about $2.5 billion. If the total in- 
vestment involved in facilities certified over the next few years amounted to $30 
billion, the total long-term cost would be almost $9 billion (at the lower rate) 
and more than $6.5 billion (at the higher rate). 

Although the long-term cost to the public must be weighed against the short- 
term cost, the short-term cost should not be minimized by undue emphasis on the 
lesser, long-term cost. Under a pay-as-we-go tax policy, the short-term loss of 
revenue must, of necessity, be compensated for by increasing the already heavy 
tax burden of the people as a whole—i. e., by shifting the tax burden of a rela- 
tively few corporations to other taxpaying segments of the public.’ Moreover, if 
accelerated amortization is included in prices as well as for tax purposes, it could 
have a significant inflationary effect as well, at a time when inflationary pres- 
sures are otherwise inordinate. 


AMORTIZATION AS AN INCENTIVE 


The high percentages being granted for amortization are the results of using 
accelerated amortization as an “incentive,” rather than as a means of compen- 
sating for genuinely accelerated expiration of economic utility, the same in char- 
acter although more rapid in rate than normal depreciation for tax purposes. 

Certainly, it is expected, and the Congress assumed, that the Government 
should compensate industry for unusual risk occasioned by abnormally short 
economic utility of needed new facilities due to postemergency economic condi- 
tions or unusual costs. This is especially true of facilities for the production of 
military end items. But even for many of the facilities producing military prod- 
ucts, total cessation of the emergency will not necessarily entail complete loss of 
their economic value. For those facilities, on the other hand, whose products 
are used in identical form for both civilian and military purposes, cessation of 
the emergency may entail no loss at all, and generally where this is true no 
specieal incentive should be needed over and above fair compensation for un- 
usual costs, if any. Some of the new facilities for the production of such products 
may be less economic than the older facilities, but the converse will frequently be 


5 The likely effect of the present amortization policy will be to cut the tax rates for 
corporations receiving necessity certificates at least in half. 
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true, in which case the new facilities will remain in full use notwithstanding a 
drop in postemergency demand and the older, less efficient plants will probably 
be abandoned. 

The obsolescence of existing facilities is a factor which has not been given ade- 
quate consideration under the present amortization policy. If a firm is now using 
an‘old plant which would have to be replaced within 5 years even at pre-Korean 
levels of demand, normal profits and normal depreciation during 5 years would 
constitute full compensation for the construction of a new plant now. Even if 
the firm would normally wait somewhat longer than 5 years before replacing 
its less efficient present plant, anything approaching 100 percent accelerated 
amortization would be excessive compensation. High percentages for amortiza- 
tion are nevertheless being granted for industries where there is a high degree 
of obsolescence in existing plant; e. g., the steel industry. 

Granting the appropriateness of 100-percent amortization for facilities with no 
likely utility after the emergency (ex luding consideration of scrap value), it 
is obvious that high percentages, in the neighborhood of 60-85 percent, for fa- 
cilities which can reasonably be expected to have postemergency utility are dis- 
criminatory ; that relatively greater assistance is being given to the latter than 
to the former type of facility, contrary, it would seem, to the intent of Congress. 
Indeed, percentages of less than 50 percent for accelerated amortization appear 
to be regarded as of little or no value, whereas, in fact, for facilities having 25 
years usefulness, 40 percent accelerated amortization would permit a 55 percent 
write-off of the investment in 5 years, or 32 percent in excess of ordinary depre- 
ciation ; 20 percent amortization would permit a 40 percent write-off in 5 years, 
or 20 percent in excess of normal depreciation. This discrimination in favor of 
facilities with likely long-term utility appears to be due to a failure to differen- 
tiate between compensation for unusual risk plus normal profit and providing 
for an added incentive in the form of extraordinary profit. 

One hundred percent accelerated amortization will not permit a firm to recoup 
iis investment in 5 years, let alone make a profit, if the output of the certified 
facility is s\ld at a price which includes only normal depreciation and a small 
margin, although, in general, a firm’s total profit, including profit from other 
sources, can b> expected to make up the difference. Where this is not the case, 
something in addition to 100 percent accelerated amortization may have to be 
offered as an incentive to bring forth neeced expansion, as, for example, an in 
creased price or a guaranteed market. In other cases, however, high percent- 
ages for amortization under the incentive theory may be more than is needed 
to compensate for risk of loss of economic value plus normal profit, thus includ- 
ing needless subsidy. This is particularly true where the high percentages are 
applied on an industry-wide basis—a point which is discussed below. 

While recognizing that incentives may be needed in addition to accelerated 
amortization, it is believed that these incentives should be supplied insofar as 
possible through the use of the other expansion devices provided by, the Congress. 
The expedient use of the other available tools has not been fully considered, nor 
does consideration appear to have been given to other possible expansion meas- 
ures, such as DPC legislation; on the contrary, the present policy of almost 
exclusive reliance upon amortization for expansion purposes is justified, in part, 
by the lack of such legislation. At least, if amortization is to be used as an in- 
centive, it is recommended that “incentive” be defined and that criteria be estab- 
lished for distinguishing between risk plus normal profit and extraordinary 
profitability, and for measuring these two factors. 


INDUSTRY-WiDE PERCENTAGES FOR AMORTIZATION 


A fundamental aspect of the present amortization policy is the establishment 
of identical percentaves for facilities producing the same product. These indus- 
try-wide percentages have been established at a sufficiently high level to enable 
small companies and those in weak financial condition to participate in the 
expansion program along with the larger and stronger companies. Admittedly, 
then, the large companies and those in relatively good financial condition are 


“It should also be noted that the present practice is to round out the percentages for 
amortization to the nearest 5 percent. There seems to be no reason for not rounding out 
to the nearest 1 percent instead, and several reasons for doing so, among them the cost 
involved. On the basis of the figures cited above in the text, it is clear that the difference 


in terms of cost to the public, of 2 or 3 percent for a facility involving an investment of 
Several million dollars is not insignificant. 





488 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


receiving unnecessary gratuities. Furthermore, as indicated above, industr) 
wide percentages cannot take account of the needs of individual firms—e. ¢g., in 
‘terms of prices and tax status—without resultant inequity, on the one hand, anid 
needless subsidy, on the other. To put it differently, an industry percentage }) 
‘itself is meaningiess; it is the net benefit to the individual firm that determines 
whether the percentage granted will produce new facilities. 

Industry-wide percentages do not permit either of differentiations for the pro 
motion of dispersal of industry, protecting small business, strengthening region:!| 
economies, and invigorating competition. In industries where expansion needs 
are great, relative to existing capacity, and where existing, large firms within the 
industry must be relied upon primarily to_provide the new emergency facilities, 
2 high industry percentage would tend to increase the concentration of economic 
power and to lessen the chances of growth of competition in the industry after 
the emergency. Moreover, there is serious doubt that industry-wide percentages 
can bring forth the particular kinds of facilities needed, on a scheduled time 
basis, and at desired locations. 

Industry-wide percentages also overlook the possibility that many of the new 
facilities acquired now will have full economic utility after the emergency even 
if there is a contraction of demand; that contraction of demand may affect other 
producers with less efficient plants who do not now expand. 

For these several reasons, there is serious question about the wisdom of giving 
high percentages to some firms because they are needed by others. Such a policy 
inevitably means that firms that need no special assistance will actually get 
larger benefits than those firms needing special assistance. 

It is recognized that there are valid considerations of administrative expediency 
which have led to the adoption of industry-wide percentages, but it is believed 
that their inherent deficiencies more than outweigh the administrative problems 
involved in considering individual applications on a case-by-case basis. Many 
of these difficulties could be obviated, if individual cases were evaluated against 
planned expansion programs for given industries, buttressed by industry eco- 
nomic analyses. With such programs and analyses it should at least be possible 
to establish a range of percentages for each of the major industries within which 
amost of the applications for amortization would fall. Such ranges should result 
in some percentages for facilities not yet certified lower than the percentages 
granted for similar facilities already certified, thus creating some inequities 
in favor of those firms which have already been granted amortization certificates 
In general, of course, taxpayers in the same industry should be treated equally, 
but there is no iron rule of equal taxation. Moreover, since there are applica- 
tions on hand, and others can be expected, from both large and small companies, 
no particular size firm would bear the brunt of reduced percentages resulting 
from the introduction of ranges as a substitute for uniform industry percentages 
On the contrary, it would seem, such a revision would be of particular help to 
small business. 


AMORTIZATION AS A FINANCING DEVICE 


Another fundamental aspect of the present amortization policy is the con 
ception of accelerated amortization as a financial device. This concept, in fact, 
seems to underly the high industry-wide percentages which, as shown, result in 
amortization being granted where not otherwise necessary, or in greater amounts 
than otherwise necessary. 

Accelerated amortization can obviously be of assistance to firms with financing 
problems, especially newcomers to given industries and small firms, since greater 
net income after taxes is thereby made available with which to repay borrowe:d 
capital. The finance-facilitating feature of accelerated amortization, however, 
is an incident of this device and should not, except in unusual circumstances, be 
regarded as its purpose. And, in no circumstances, should extraordinary profits 
be included in accelerated amortization allowances to facilitate private financing 

Generally, the financial condition of industry is good. Where unusual risk 
or cost is an impediment to private financing, percentages for accelerated 
amortization which compensate for risk plus normal profit should be sufficient 
to facilitate private financing. Where this is not the case, or where there is 
no justification for accelerated amortization in terms of possible loss of eco 
nomic value, capital can be provided by direct Government loans or by Govern 
ment guaranties of private loans. Although losses may be sustained by the 
Government as a result of such loans or guaranties, the loss would almost 
certainly be less than the cost of giving a firm a large part of its investment 
in order to make it possible to raise the rest privately. 
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The unwisdom of using amortization for purely financing purposes is even 
more apparent when employed in connection with direct Government loans. 
Present policy, it is understood, requires a borrower to apply for accelerated 
amortization, whether he wants it or not, as a condition of obtaining a loan. 
By granting amortization certificates in these circumstances, the Government in 
effect is insuring itself against partial nonpayment of its loans by giving the 
borrowers money with which to pay them back. 


PROBLEMS IN THE USE OF AMORTIZATION 


Probably the most difficult problem involved in the use of accelerated 
amortization is that of evaluating the postemergency economic value of new 
facilities acquired now. 

The percentage for amortization must be set at the time of expansion, yet 
it is impossible to determine in advance the extent of the possible economic 
loss intended to be covered. Moreover, a postemergency decline in total demand 
for a product is no indication of the loss in sales to be suffered by a particular 
firm, as has previously been pointed out. In many cases there is no simple 
connection between the loss of sales by a firm and the loss of value of a par- 
ticular facility of that firm. The extent of the loss to be compensated for is 
also uncertain because of doubt as to whether construction costs after the 
emergency will be higher or lower than current costs. Finally, the date of 
possible economic loss is not known inasmuch as the emergency may last beyond 
the 5-year period assumed by Congress for amortization purposes. 

All of these factors point to the desirability of exploring the possibilities of 
permitting adjustments of accelerated tax amortization on the basis of actual 
loss at the end of the emergency period, when the amount of the loss is determin- 
able. This approach would permit more expedition at present, ensure the 
full intended return to the taxpayer when prices and sales do not affect the 
accelerated amortization allowance, prevent undue and unintended tax revenue 
losses by the Government, and generally afford more equitable treatment as 
between all taxpayers granted accelerated amortization. There are possible 
alternative methods for carrying out such adjustments, which should be 
explored. One such method might be to amend the provisions of the Internal 
Revenue Code in respect to accelerated obsolescence so as to permit business- 
men investing in defense facilities to write off the remaining cost of such 
facilities retroactively upon an actifal showing of lack of postemergency use- 
fulness due to economic factors for accelerated obsolescence. While the burden 
of proof would be on the taxpayer to show that accelerated obsolescence has 
occurred, aS under the present law, the broadening of the basis for granting 
accelerated obsolescence would enable taxpayers presenting bona fide cases to 
overcome an administrative hurdle which in the past has prevented reasonably 
full use of obsolescence allowances. Because this general approach requires 
new legislation, however, it is offered as a possible ultimate solution. 

For the immediate present, it is believed that the problem of measuring 
postemergency utility could be substantially reduced if reasonable, uniform 
assumptions were to be established by DPA as to the level of economic activity 
and the size of the military budget after 5 years. Given such assumptions, 
and the expansion programs and industry analyses mentioned earlier, it should 
be possible to establish a considerably lower level of percentages than those 
established under the present policy, without impeding needed facilities expan- 
sion. 

USE OF OTHER EXPANSION DEVICES 


As indicated above, it is believed that more effort should be made to employ 
effectively the other available expansion devices, particularly the financing 
devices, and to integrate their use with the use of accelerated amortization. 
The lending authority, for example, appears to have been used only slightly, 
presumably due very largely to the use of accelerated amortization as a financing 
device. The loan guaranty authority under section 302 of the Defense Pro- 
duction Act has not been invoked at all, apparently for the same reason. As 
between direct Government loans and Government guaranties of private loans, 
the latter would seem to be generally preferable, both from an economie and 
an administrative standpoint: (1) They are probably less inflationary; 
(3) they require less Government staff and administrative machinery; and 
(3) they do not enter into the Federal budget and thus affect deficits and taxes. 
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For this reason, and because of the objection to using accelerated amoriza- 
tion as an aid‘in obtaining private financing, consideration should be given 
to more extensive use of loan guaranties. 


CONCLUSION 


The burden of the foregoing argument is for a lowering of the average level 
of percentages for amortization; not for a curtailment of investment in facili- 
ties expansion. Although the lowering of amortization percentages will 
inevitably result in inequities as between the earlycomers and latercomers, 
the present high industry-wide percentages: are themselves creating inequities 
within industries, especially as between the large and the small companies. 
More importantly, the inequities inherent in a lowering of the amortization 
percentages now would be more than offset by the greater degree of equity that 
would be achieved in the long run as between the various groups of taxpayers, 
and particularly if the current emergency should continue for a protracted 
period of time. 

Careful consideration should be given to the integrated use of all of the 
available expansion devices and to other useful devices not yet available, this 
being essential to the lowering ef the level of percentages for accelerated 
amortization and, generally, to the achievement of needed facilities expansion 
at minimum cost to the public. 

Finally, all of the expansion devices, including accelerated amortization, 
should be used against programed expansion needs, thereby assuring that the 
particular kinds of new productive capacity will be provided, when and where 
needed, and permitting the facilities expansion program to be related to the 
allocations and price-control programs. 


(Mr. Harrison’s memorandum of March 1, 1951, will be found on 
p. 253.) 

Secretary CuapMan. I do not want to be misunderstood as saying 
that any of these industries that have to come before the Interior 
Department, are trying to gouge the Government, I am not saying 
that, they are not doing that, but nevertheless their rates 

The Cyaan. Mr, ‘Secretary, these business fits are all over the 
country, and they are more or less in competition with each other? 

Secretary CuapMan. That is right. 

The Cuamman. And they see in the paper that so-and-so gets a tax 
amortization certificate or ‘certificate of necessity, or an RFC loan, 
and it is human nature to want to get what the other one gets. 

None of this committee would believe that they want to rob the 
Government, but they see that Tom and Dick get it, and they want 
to know why Harry does not get it. 

Secretary CuapMAn. I have wanted to establish what I felt was a 
firm line on this matter, and I have tried to work it out on that basis. 
I wanted to keep the incentive as clear as I could. 

Senator Scnorrre.. I think the very last statement you made there, 
the incentive factor, is something that has to be taken into considera- 
tion, and in regard to that, Mr. Boyd indicated that some of these 
contracts run over a period of 5 5 years, and then here we have a price 
ceiling or floor fixed at $60 some? 

Secretary CuapmMan. That is right. 

Senator Scnorrrzi. And over probably a period of years. It would 
seem to me that since the concerns involved in their type of business 
would have those two fixed factors in their favor, why should we in- 
discriminately go out and permit them to have fax amortization on 
top of all of that? I think your position is relatively sound that we 
ought to determine a yardstick. 
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Secretary CuapMANn. That is the kind of case I would recommend 
low amortization rate, and that has been the sort of problem for 
which we have tried to work out as a formula as best we could, to get 
that. type of case at the low point of a range. That has been exactly 
my approach to it, Senator. 

Nevertheless you have to keep one factor in mind. We have to get 
certain commodities that are vital to us, and obviously we are going 
to have to pay a price. Now, let us keep that price as reasonable as 
we humanly can, and still get the commodity. 

Senator Bricker. Of course you have to take into consideration 
also that a great deal of that price, if it is in a low-cost industry, will 
be captured by the Government in taxes during this period if it results 
in profit. 

Secretary CuarpMANn. Maybe, yes. 

Senator Bricker, Well, it will be, if it results in profit, and the only 
incentive to business of a selfish character is that they might have a 
plant available for their own needs, with consumption up, and do- 
mestic demand greater after the war, and taxes going down / 

Secretary CuapMan. That is right. 

Senator CaprnaArt. They have to make a profit before they get the 
benefit of the amortization certificate. 

Secretary Cuarman. I agree, business is for profit. 

Senator Bricker. They can hope ultimately in the long-range if 
the facility is valuable for their own use that a differential in taxes 
might be advantageous to them. 

Senator Carenarr. The reason I was in favor of the amortization 
plan, rather than the Government building them and leasing them 
and when the emergency is over selling them at 10 cents on the dollar 
or less, is that under this plan of amortization the man operating the 
plant must make a profit, otherwise he gets no benefit from his amorti- 
zation certificate. It is no good unless he makes a profit. 

Secretary CuapMAn. I am not arguing against amortization, I am 
arguing against an over-all high level of rates. 

Senator Carenart. I introduced a bill years ago, and I will keep 
introducing it, to permit amortization of all facilities, new and old, 
on the part of everybody in America over a 5-year period. I can 
think of nothing that will stimulate business any more than that, 
which will permit them to plow back their profits. If we had done 
it 5 years ago, we would have had more houses in America than there 
are. 

The CHamman. I agree with you, I am not arguing against it, but 
it should be more carefully handled, it should be tighter. We want 
to be fair. 

Secretary CHapMan. In view of what you have just said, Senator, 
I have recommended that we set up some kind of authority for de- 
fense plant corporation, similar to that, to build plants in these ex- 
treme cases, cases which can be identified as obviously only for de- 
fense, where you separate them out definitely from the rest of the in- 
dustry itself. 

aa Carenart. It depends on the product that is going to be 
made ¢ 


Secretary Cuapman. Yes, a great deal. 


83762—51—pt. 1——-82 
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Senator Bricker. There would be no industrial interest in it at all. 

Secretary Cuapman. That is the kind I had in mind, where you 
could get the Government to do the whole job, and then you are not 
involved in this whole problem of financing one way or another. You 
do it, and you have the plant, then the Government must be a goox| 
housekeeper and take care of it and dispose of it at a profit if he can. 

Senator Bricker. You only process for the purpose of determining 
certificates of necessity and amortization, those plants which involve 
the production of minerals, particularly within your Department, 
minerals and oils? 

Secretary CuarpMan. That is right, those within my agency. 

Senator Bricker. What are the other departments of the Govern- 
ment which are conducting similar processing programs ¢ 

Secretary CuapMaNn. Well, the Agriculture Department would have 
some, not to the extent of this, of course, but they would have some. 
Commerce would have a great deal, and so would the Defense Trans- 
portation Administration. 

Senator Bricker. Are they using generally the same formula that 
you do in determining what companies are to get tax amortization, 
and the ones that are not? 

Secretary CuapMan. I do not know whether they are using the 
same criteria we use as to individual companies. We do not have 
much choice as to what companies, particularly. You mean what 
rate ? 

Senator Bricker. What rate, yes. 

Secretary CHapMan. The rates have varied with individual 
industries. 

Senator Bricker. Would it be more effective operated on an over-all 
program centered in a single agency ? ' 

Secretary CHAPMAN. This, Senator Bricker, will give you the point, 
this memorandum that I asked to be printed in the record, which con- 
tains the over-all policy statement issued to all tie departments of 
the Government ? 

Senator Bricker, That is issued to your Department by the Defense 
Production Administration ? 

Secretary CHapMaNn. That is right, and my reply to it is attached, 
which will focus the point. 

The Cuamman. We have put the whole thing in the record. Thie 
letter without the statement would be incomplete. 

Are there any further questions, gentlemen ? 

Senator Dirksen. I have one more question. 

Mr. Secretary, in connection with this 3-year price guaranty, for 
instance, on any metal like aluminum, assume a development in the 
international field that might bring about a deflationary rather than 
inflationary pressure; are we still beholden on those contracts for a 
3-year see y 

Secretary CuapMan. I think you are. 

Senator Dirksen. So that no matter what kind of dip in the price, 
that is a guaranteed price with a cancellation date as early as 3 years 
from the time the contract was negotiated ? 

Secretary Cuarman. That is der I interpret it, Senator. I think 
we are bound to that contract to that extent. 

Mr. Boyp. If I may add one point, sir: The aluminum contract has 
a cancellation clause in it. 
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Senator Dirksen. At the end of 3 years, but we have guaranteed for 
a 3-year period, and on all similar contracts we would be under the 
same guaranty. 

Secretary CHapMan, That is right. 

Senator Carenarr. You purchased X amount, X dollars worth 
of materials up to your appropriation, or up to your authorization. 

Mr. Borp. These contracts were made on aluminum at the market 
price. 

Secretary CHapMaAN. Not a fixed price. 

Senator Bricker. That is different from your program with regard 
to tungsten ? 

Secretary CHAPMAN. Yes; that is different. 

Mr. Boyp. The market price can go down as well as up in aluminum, 
you see. 

Secretary Cuapman. The real headache in aluminum comes in this 
way, Senator: You have three major producers of aluminum pig. 
These three are fabricators of alumimum as well. The real problems 
come when an attempt is made to get the little-business man into 
the aluminum business. 

As you try to get him in, you find it is most difficult for him to 
compete with any one of these three to produce aluminum pig at the 
going price. It is just impossible unless he is also in the fabricating 
end, where he can make up some of it in his sales of other commodities 
but we have before us two or three applicants which we consider 
really small-business people who want to go into the production of 
aluminum pig, and we hope to get one or two of them in. 

Senator Bricker. Have you made any investigation of this so-called 
new process that was perfected in Italy? I saw an account of it not 
long ago. 

Secretary Cuarpman. Mr. Boyd tells me we have a team going to 
France this week to study that. 

Senator Bricker. The article that I read seemed to indicate some 
promise. 

There is just one question I would like to ask you, Mr. Secretary : 

On page 2 you said: 

Using minerals again as an example, the long-term measures include long-range 
development prejects for the opening of new ore bodies at home and abroad. They 
include also a broad-gaged exploration program, possibly even a cooperative 
international exploration program. 

Have you any comment to make on that ? 

Secretary Cuapman. Yes; I am thinking there in terms of the possi- 
bility, Senator, that in some of these countries as a result of our 
cooperative work more materials will be available, so that we might 
be able to get a little better break from them, including some of the 
countries who get ECA funds, and there is a committee, incidentally, 
working on that actively now, trying to develop just that very thing. 

Senator Bricker. International committee ! 

Secretary Cuapman. Our own committee of the Government here, 
working in collaboration with some of the other countries trying to 
develop the basis and trying to work out something. 

Senator Caprnart. Should you ever help any of them without a 
contract whereby they agree to sell a portion to us? 
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Secretary Cuarpman. We don’t help them. We really go in as the 
water boy here, trying to get our share of it if we can, and dividing 
this up. 

Senator Carenarr. I understand there are a lot of minerals in 
Greece, and they would be delighted to cooperate with you where they 
agree to sell, in many cases all of the minerals where they need very 
little for themselves, ; 

Secretary CuapMan. We are getting cooperation from most of those 
countries, but for most of them, as a matter of fact, their production 
has not been very high in most of these metals, not nearly so high as 
their publicity rating has been. 

Senator Bricker. Another country much in public print at the pres- 
ent time, what about the situation in India, where they-have actually 
got embargoes on some very vital rare earths that we need, thorium, 
and so on, in production over there, that they just won’t sell to us? 

Mr. Boyp. We had to go to India right after the Russians cut off 
manganese, and they went a long way to increase their production of 
manganese there. 

Senator Bricker. We put funds in that? 

Mr. Boyp. No; private industry, and some Government stockpile 
funds at the market price. 

So far as I know, no Government money went into there to build 
up that production. They did it on their own through private enter- 
prise. There are some strategic minerals recently they put an embargo 
on, and we are negotiating with the Indians now, the State Depart- 
ment is. 

Senator Bricker. Can you give us any assurance of success in that 
field ? 

Mr. Boyp. I understand they are quite anxious to work out some 
sort of arrangement to handle it. 

Senator Bricker. I am thinking primarily of the monazite sands, 
now; thorium. What can you say about that? 

Mr. Boyp. I can’t give you the answer now. The State Department 
is working on it. 

Senator Bricker. That is in the atomic energy field, but it seems to 
me it is vital that something be worked out in that line, and quickly. 

Mr. Boyp. I agree, Senator. 

Senator Bricker. What is the motive back of the embargo? 

Mr. Boyp. There has been a growing nationalism throughout the 
world on reserve maintenance. In other words, for people to keep 
their own resources and not let them go abroad. 

Senator Bricker. We are the only ones, it seems, who are giving 
them away. 

Mr. Boyp. We get far more than we put out, sir. 

Senator CareHart. Mr. Boyd, did you state the products that are 
being embargoed by India at the moment ? 

Mr. Boyp. They embargoed monazite, beryllium. 

The Cuamrman. Who did they embargo monazite to? 

Mr. Boyp. They just prohibit export of it at all, to anybody. 

Senator Carenart. Have they prohibited export of manganese? 

Mr. Born. No; not that I know of; no, sir. 

Senator Scuoprren. What do we pay for that? 

Mr. Born. It varies with the grade and source, but so far as I know 
now, it is coming at about 60 or 70 cents a unit. 
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Senator Bricker. Do you buy that in competition ? 

Mr. Born. Yes; Europeans get manganese from India. 

Senator Carrnarr. Have they embargoed hemp, or jute? 

Mr. Boyp. I don’t know, sir. 

Senator Dirxen. They put the export duty so high it is almost pro- 
hibitive. 

Senator Scnorrret. Getting back to our domestic front, these in- 
dustry committees, you said awhile ago they were most helpful, and 
Iam glad of that. 

Do you see any reason for curtailing the activities of any of the in- 
dustry committees at all in relation not only to your department, but 
other departments of the Government ? 

Secretary Cuapman. No, sir; I don’t. Just the reverse. I see 
decided values in increasing their activities, because I think you have 
to have a common ected of understanding between industry and 
Government, in order to get full cooperation in what you are trying 
to do. 

Senator Scuorrrer. The reason I ask that question, Mr. Secretary, 
is this: 

In some instances the Select Committee on Small Business of the 
Senate, and individual Senators, have received complaints from ad- 
visory industry group indicating there was a tendency to have ar- 
rangements all worked out, and no opportunity is given them to be 
heard. That is why I was especially interested in your views on this. 

Secretary CuHaprMAn. Senator, in setting up these advisory coun- 
cils, I think you have to be very careful that you really do have a 
suficient number of really legitimate small business people on them, 
so their point of View can be expressed. 

I think it would be fatal if you didn’t have them. I believe that 
has been followed in relation to the councils before my own depart- 
ment. I don’t know of any that have been complained of, particu- 
larly. I know of one small-business man who wrote me a letter con- 
cerning one of my councils, and he happened to be a member of it. 
As a small-business man he complained that he didn’t have adequate 
representation on this particular council, and I began to check into 
it, and actually more of his recommendations had been accepted and 
put through than any one other member of the council, and he was 
quite an active member, as a matter of fact. 

I was very appreciative of that fact, because I think you do have to 
watch that you have an adequate number. 

Now, with that, if you have small business represented, then I think 
you have a real value. We have a special duty, I think, as Gov- 
ernment officials, to watch to see that you don’t overstock a com- 
mittee so they can, should I say, condition your own thinking in 
your own mind out of balance with your problems generally. 

I think you have to watch that. 

Senator Scuorrret. I think you are correct on that, and I do know 
there is a growing concern among small businesses all over the coun- 
try because of not having had the opportunity to get their allocat- 
able share of materials even ona restricted basis, aside from the neces- 
sities of the military requirements. 

It is becoming in a number of instances, rather acute, because we 
have been bombarded wth questions up here. It is a troublesome 
proposition. 
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Secretary CuapMan. You hit, of course, on one of the most difli- 
cult problems of any Government administrator, as well as pointing 
up the little businessman’s troubles, himself. Let’s take this exan- 
ple: 

As a small-business man, he is almost excluded from prime con- 
tracts by just the sheer fact that he is a small business operator. 
and his plant capacity is so small that he can’t take one of the-e 
major operating contracts from the.Defense Department, we wil! 
say, of one of the big ones, like building big airplanes, and things 
of that kind. He has to come in as a subcontractor. You have to 
get him in under the smaller contracts. The first level of contracts lie 
is practically excluded from, because his capacity doesn’t permit 
him to get in; he can’t do it. You have to utilize the plants that 
exist, many of them belonging to these big companies. 

Now, when you leave that position, and you move on to the next, 
you then have to bring him in on the subcontracting basis, or give 
1im some of the smaller contracts, as many as possible, and here 
is what generally, I think, has happened : 

Obviously, the big industry people of the country have their plans, 
and their programing for 2, 3 and 5 years ahead, worked out muc!) 
more completely than the average small man has, so when the De 
fense Act was passed, most of your large companies that wante:| 
amortization, as an example, for plant extensions, were ready to file 
their completed requests almost overnight with every bit of require 
ment that. was necessary, so they got in first, there isn’t any question 
about that. 

Now, the point is let’s be certain that these other fellows get in 
on an equitable footing with them, even though they are a little 
late, and not so speedy as getting in their applications as the others. 
We have to try to see that he gets in on an equitable basis. 

Senator Scnorrren, I think that is the most important thing we 
have to consider at this stage of the game, here. 

Secretary CuapmMan. That is the problem that concerns us all i 
the moment; that we are letting him in on an equitable basis, that 
he is not being discriminated against just because he doesn’t have 
a large staff of planners which obviously the little men do not have. 

I realize that this is one of the problems inherent in small business. 

(The following material received from the Petroleum Administra- 
tion for Defense, in response to an inquiry made by Senator Schoeppel. 
was ordered to be inserted in the record. See p. 603.) 

Dre“ RTMENT OF THE INTERIOR, 
PETROLEUM ADMINISTRATION FOR DEFENSE, 
Washington, D. C., May 15, 1951 
Hon. ANDREW F’, SCHOEPPEL, 
United States Senate. 


My Dear SENATOR SCHOEPPEL: In compliance with your request of May 14 ani 
our telephone conversation of May 15, I am transmitting to you herewith two 
documents prepared in the Petroleum Administration for Defense which cover 
the subject of accelerated tax amortization very thoroughly from our standpoin' 
One of these is a mimeogranhed renort (16 pages and 1 chart) entitled, “Stite- 
ment of the Standards Used by the Petroleum Administration for Defense in 
Recommending the Granting of Certificates of Accelerated Tax Amortization to 
Units of the Petroleum and Gas Industries.” 

The above-mentioned statement explains the standards that we have used in 
making recommendations to the Defense Production Administration. 
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The other document is a summary of all recommendations that we have made 
during the period of October 3, 1950 (when PAD was established) through May 11, 
19%1, The total recommendations made have involved investments estimated at 
$570,917 0°6. 

Sincerely yours, 
Bruce K. Brown, 
Deputy Administrator. 


STATEMENT OF THE STANDARDS USED BY THE PETROLEUM ADMINISTRATION FOR 
DEFENSE IN RECOMMENDING THE GRANTING OF CERTIFICATES OF ACCELERATED TAX 
AMORTIZATION TO UNITS OF THE PETROLEUM AND GAS INDUSTRIES 


I, INTRODUCTION 


The standards established for recommending the granting of certificates of tax 
amortization to units of the petroleum and gas industries have been set forth in 
separate memoranda. This document comprises a summary of standards and 
the reasons therefor. 


Il. LAW GRANTING AMORTIZATION OF EMERGENCY FACILITIES 


The Revenue Act of 1950 amends the Internal Revenue Code by adding “Sec- 
tion 124A—Amortization deduction,” which states in part: 

“Every person, at his election, shall be entitled to a deduction with respect 
to the amortization of the adjusted basis (for determining gain) of any emer- 
gency facility (as defined in subsec. (d)), based on a period of 60 months.” 

Subsection (d) defines an emergency facility to be “* * * any facility, land, 
building, machinery, or ecuipment, or any part thereof, the construction, recon- 
struction, er ction, installation, or acquisition of which was completed after 
December 31, 1849, and with respect to which a certificate under subsection (e) 
has been made.” 

Under subsection (e), the determination of adjusted basis of emergency facil- 
ities is made by stating: 

“There shall be included only so much of the amount of the adjusted basis 
of such facility * * * as the certifying authority, designated by the Presi- 
dent by Executive order, has certified as necessary in the interest of national 
defense during the emergency period, and only such portions of such amount as 
such authority has certified attributable to defense purposes.” 


Ill, PAD ACTS AS ADVISER TO CERTIFYING AUTHORITY 


The President designated the Administrator of the Defense Production Admin- 
istration to be certifying authority. The Administrator refers applications 
for certificates of necessity relating to petroleum and gas facilities through the 
Secretary of Interior to PAD for recommendations of approval and suggusted 
pecentages of amortization to be allowed by the Defense Production Adiminis- 
tration. 


IV. CRITERIA BY WHICH APPLICATIONS FOR CERTIFICATES OF NECESSITY ARE EVALUATED 


The National Security Resources Board established definite criteria for deter- 
mination of necessity and of portion attributable to defense purposes in section 
600.2 of National Defense, appendix, chapter \I. It describes five considerations 
governing the grant of certificates of necessity. These were adopted by the 
Defense Production Administration when it was designated certifying authority. 

“(a) Material or services required for national defense-——* * * considera- 
tion will be given to whether the material or service to be produced with the 
proposed emergency facility is required in whole or in part in the interest of 
national defense during the emergency period. * * *” 

“(b) Shortage of facilities for the production of material or services required 
jor national defense.—* * * consideration will be given to whether there is an 
existing or prospective shortage of facilities for the production of the materials 
which are to be produced by the facility sought to be certified. * * *” 

“(ce) Economic usefulness of the facility—* * * consideration will be 
given to the probable economic usefulness of the facility for other than defense 
purposes after 5 years.” 
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“(d) Acquired facilities, replacements, and land.—(1) Acquired facilities 
previously constituting the productive assets of a going concern, and second-hand 
facilities, will not be certified unless: (i) Clear prospect of a substantial increase 
in the usefulness of such facilities for national defense exists and such increase 
cannot be obtained by other practical means; or (ii) substantial loss of useful- 
ness for national defense would probably result in the absence of such acquisi- 
tion. (2) Replacements will not be certified if they would have been made, at 
or about the time made, regardless of the emergency. (3) Land will not be 
certified unless its acquisition is directly related to the production, storage, 
transportation, or protection of supplies necessary in the interest of the national 
defense.” Ke 

“(e) Other considerations—* * * guidance to the maximum extent will 
be obtained from the following additional consideration: (1) * * *  participa- 
tion by small business; (2) * * * competitive enterprise; (8) * * * 
ability of the applicant to manage effectively the proposed expanded facilities; 
(4) location of the facility with due regard to military security; (5) the availa- 
bility of manpower, housing, * * * and other elements of production, and 
(6) methods of financing.” 

The criteria of paragraphs a, b, and ¢c require for their employment the develop- 
ment of programs and policy. The first two, requirements for defense and 
shortage, establish eligibility. The third, economic usefulness for nondefense 
purposes, affects the need for the economic incentive of accelerated amortiza- 
tion to achieve a program. 


V. DETERMINATION OF NECESSITY FOR NATIONAL DEFENSE AND SHORTAGES 


The program section of PAD, in cooperation with the military services and 
others, has developed definite requirements for petroleum products necessary for 
national defense. Other sections of PAD have determined what facilities are 
necessary to meet these requirements including additional facilities needed 
because of shortages. Programs have been developed for individual products, 
such as aviation gasoline, alkylate, benzene, jet fuel, and the like, and all 
related services or faciliites required. These programs have been combined into 
comprehensive over-all programs such as basic refining, transportation, and 
storage capacity. 

For example, an expansion of the domestic petroleum-refining industry is 
required in 1952 to the extent of about 700,000 barrels per day, and in 1953 of 
another 300,000 barrels per day. All of the PAD programs are subject to revision 
or modification as future events, such as all-out war, may dictate. 


VI. CONSIDERATION OF ECONOMIC USEFULNESS AFTER 5 YEARS 


The administration expressed its view concerning accelerated amortization of 
emergency facilities in a memorandum dated September 15, 1950, from Mr. 
Charies S. Murphy, special counsel to the President, addressed to Mr. Charles 
W. Davis, Cerk of the Committee on Ways and Means, House of Representa- 
tives. Two excerpts from this memorandum in relation to percentage certifica- 
tion are: 

“The purpose of these provisions is to encourage private companies to build 
facilities needed for defense, by permitting them in appropriate cases to recover 
part or all of their investments in such facilities in 5 years, without regard to the 
regular amortization of the tax law.” “Insofar as is consistent with the pri- 
mary purpose of getting needed facilities built, the law obviously should be ad- 
ministered so as to minimize postemergency advantages to the businessmen who 
build them. No law can ‘guarantee’ against such special advantage because 
matters of judgment are involved in each case. The present language of H. R. 
9420 does, however, clearly permit the President to establish proper and uniform 
standards and procedures for administering the rapid amortization provision. 
Furthermore, the present language clearly contemplates that the Government 
should permit accelerated amortization of only a part of the investment in 
cases where some postemergency usefulness for facilities can be expected.” 


VII. PAD POLICIES 


The policies of PAD in regard to facilities which have varying degrees of 
economic usefulness after the emergency period are as follows: 

1. Facilities with no postemergency economic use.—If a facility has no readily 
foreseeable postemergency economic use, it is granted full amortization over 
the 5-year period. Few types of facilities fall in this category. The most 
important of the facilities that receive 100 percent certificates of necessity are 
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plants that produce alkylate used in blending aviation gasoline. After World 
War II, many alkylation plants were shut down because they were uneconomic to 
operate. As a matter of fact, a number of these facilities are still not in com- 
mercial operation. It is unreasonable to assume that the situation will be differ- 
ent after the present emergency period. 

By permitting 100 percent amortization of facilities which have no readily 
foreseeable economic postemergency use, we are in effect recognizing and spread- 
ing over 5 years a tax deduction which is already available since the undepre- 
ciated cost of an abandoned facility can be written off and charged against 
taxable income in the year it is abandoned. 

2. Facilities with postemergency economic use, subject only to the general 
economic hazards induced by defense activities—When a facility is required 
for defense purposes but may also be suitable to the production of civilian prod- 
ucts, a percent amortizatfon is recommended which will return risks to a pre- 
Korean level. Removing or offsetting the extra risks caused by emergency con- 
ditions restoreg the incentive needed by industry to undertake huge capital 
expenditures. 

Among the reasons accelerated amortization must be granted are the following 
risks induced by the present emergency. 

(a) Operation at maximum capacity with consequent accentuated physical 
depreciation and neglect of normal maintenance: This is especially true of 
refining, power, and pumping facilities where wear from erosion and rising 
temperature increases at a greater rate than capacity. (Examples: Erosion 
increases four times when throughput is doubled. A rise of 50° F. in firebox 
temperature may obtain 10 to 15 percent greater capacity but may cut the life 
of a still in half.) 

(b) Accelerated obsolescence due to exhaustion of percent sources of oil and 
gas by defense needs: Facilities to utilize the new sources which will replace 
present sources may need to be placed in different locations or be of different 
type to use new raw materials. An example of this is the need for alloy equip- 
ment to replace carbon steel equipment if sweet crude sources are supplanted by 
sour crudes (containing corrosive amounts of sulfur). 

(c) Hight construction costs due to inefficient use of labor resulting from 
delayed deliveries of materials and equipment: Competition and price stabiliza- 
tion may be expected to prevent recovery of these higher costs through higher 
prices. In this respect excess construction costs caused by inefficiency differs 
from cost increases caused by inflation since recovery of inflation costs may be 
expected (though not necessarily obtained) from higher prices of products. 

These factors are very real, though difficult to evaluate. Incentive is restored 
by granting accelerated amortization in an amount sufficient to permit recovery 
of initial investment under present tax conditions and price stabilization in the 
same number of years as would be required under pre-Korean conditions. It 
should be noted, however, that although the pay-out period is restored, the 
ultimate return from the facility is diminished by the amount of the increase in 
taxes over pre-Korea and this is not recoverable through certificates of necessity. 
Restoration of the pre-Korea incentive (time to repay initial investment) is a 
minimum relief rather than a bonus payment for new construction. 

Calculations have been made on several t¥pes of facilities to determine the 
percentage of accelerated amortization necessary to recover investments in the 
same number of years that would be required under pre-Korean conditions. 
These pay-out periods (degrees of risk) vary with the normal life of facilities. 
The table and chart in attached appendix A show the relationship of these 
percentages of accelerated amortization to the usual economic life and the 
“average useful life’ in years shown in bulletin F, issued by the Bureau of 
Internal Revenue (revised January 1942.) 

3. Intermediate cases—Facilities with some possibility of postemergency use 
which are subject to extraordinary economic hazards are recommended for 
greater percentages of tax amortization than deemed necessary to restore the 
pre-Korea pay-out as described in part 2, but less than the 100 percent given 
for facilities of no foreseeable postemergency economic use. Each of these cases 
is handled individually aecording..to its peculiar circumstances, 
these types of facilities follow. 

(a) Petroleum storage for military use: In some instances the military serv- 
ices require storage for strategic purpose to be located in remote places. Military 
services also require in existing facilities additional tankage which is excessive 
for normal operation. In both cases, there is a possibility that the storage 
facilities may have some limited postemergency use, but it is apparent that the 
extra risk involved is considerably greater than incurred by installation of 
storage facilities at normal commercial centers in normally sound quantities. 


Examples of 
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(b) Special facilities to serve other defense plants: An example of this 
type of facility is a “spur line” built solely to supply natural or manufacture: 
gases to a defense facility. These gas lines are given the same percentage of 
amortization received by the facility which is served. 

(c) Facilities which may be partially useful: Some elements of a facility 
may be suited to product civilian-type products while other parts may be 
spevtialized equipment of no foreseeable use except for defense products. A 
weighted percentage is recommended for such facilities based on costs. 

4. Facilities not granted certificates of necessity —Facilities that do not meet 
all the requirements stated in the Defense Act of 1950 necessary to qualify for 
accelerated amortization for tax purpos@s are not recommended for certificates 
of necessity. Three examples are: 

(a) Marketing facilities: Marketing facilities have not been established as 
necessary for national defense and therefore are not recommended for certiti- 
cates of necessity. Until such time when they are determined necessary for na- 
tional defense (either through military or civil defense requirements) and a 
shortage can be established, this will be the policy of PAD. 

(b) Production equipment: Equipment used in the production of crude oil 
and natural gas is required for national defense but present facilities for the 
manufacture of such equipment are adequate. Until such time as shortages 
are incurred, certificates of necessity will not be recommended. 

(c) Production facilities: Production of crude oil and natural gas is required 
for national defense; but, because incentives other than accelerated amortiza- 


tion (such as depletion) are deemed» adequate, certifidates of necessity are 
unnecessary. 


VIII, CONCLUSION 


As adjustments are required in individual standards, these will be made in 
keeping with the foregoing principles. In each case, the adjustments will be 
tailored to the segment of the industry to which particular standards apply. 


APPENDIX A 
DESCRIPTION OF TABLE 


(1) Life of facility in Bulletin F: This is the life given in Bulletin F of the 
Bureau of Internal Revenue. These figures are, for obvious reasons, conservative. 

(2) Economic life customarily experienced : This is the usual life of a facility 
and is the basis on which pay-outs were calculated. 

(3) Pay-out time: The measure commonly used by industry in planning in- 
vestments is the “pay-out” time in which initial investment is recoverable 
through amortizatioa plus net profits after taxes. If the pay-out period is too 
long, the investment is unwise and therefore not made. The pay-out time was 
determined in the case of gas pipelines from the rates allowed by FPC and in the 
case of oil pipelines from the profit which may be distributed to the owners under 
consent decree (District Court for the District of Columbia, Civil Action No. 
14060). In the case of refineries’ and natural-gasoline plants where there are 
no regulatory bodies, the pay-out period is that commonly used ‘n industry as the 
maximum period which will justify an investment. It will be noted that, al- 
though pay-out times were determined by divergent methods for facilities of 
widely different characteristics, the pay-out times bear the same relation to 
the life of a facility. The maximum pay-out time that will justify an invest- 
ment is about one-half the normal life of a facility or approximately one-third 
the life given in Bulletin F. 

(4) Percent certification recommended : 

This is the minimum percent amortization which will just restore the pre 
emergency pay-out time under present tax conditions and price controls. That 
is, it restores the minimum incentive found necessary by industry to justify an 
investment. It does not take into account special hazards. 

Description of chart: The chart presents graphically the relationship between 
the life of the facility and the percent certification recommended to restore 
normal recovery of capital investment (pay-out). The shaded area represents 
the average range of economic life of oil and gas facilities. The lower limit is 
the minimum economic life customarily used for these facilities and the upper 
limit is “average” life from Bulletin F, Bureau of Internal Revenue. Within 
these two limits is the line representing the economic life used in calculating the 
pay-out periods. 

May 2, 1951. 
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Representative comparisons between life of facility (bulletin F), pay-out and 
percent certifications recommended 


Type of facility 


Basic reiomr process units ! 

Crude s 

Vacuum stills 

Cracking units (catalytic and thermal) 

Reforming units (catalytic and thermal). 

Polymerization units (catalytic and thermal) 
Natirapeneeneenenee 
Tools, machinery and laboratory equipment 
Utilities—Steam, water, power ! 


Turbin 


Electrical generators and transformers...._.___ ____- SI 


Access, protective and service facilities ! 
Roets (concrete and 
Storage, loading and transfer facilities |_______ 
ta (other than run-down) 
Docks 
Oil on 


(as pipelines 
Buildings ! 


Warehouses 


RA ae ee a ok cap oiwites | 


' Facilities listed are representative and by no means complete. 
2 Average. 
‘ Impossible to calculate “‘pay-out” for these items. ‘‘Pay-out’’ shown only for facilities for which calcu- 
lations could be made. 


REPRESENTATIVE COMPARISONS 


| certifica- 
Pay-out | tion re- 
(years) | quired to 
; , ar.| pre-Korea! restore 
Bulletin F | Cope pre- Korea 
Es! | incentive 


Life of facility (years) | Percentage 














= 
sageseceenen |-------+----|------------|------------ 
| | 


BETWEEN LIFE OF FACILITY 


AND PERCENT CERTIFICATION RECOMMENDED TO RESTORE NORMAL RECOVERY 
OF CAPITAL INVESTMENT (PAYOUT) 


80 


ECONOMIC LIFE USED IN 
CALCULATING RETURN ON 
INVESTMENT 


MT] AVERAGE RANGE OF ECONOMIC 
Life 


PERCENT CERTIFICATION RECOMMENDED TO RESTORE 
NORMAL RECOVERY OF CAPITAL INVESTMENT (PAYOUT) 


REFINERY PROCESS UNITS AND NATURAL GASOLI 


7" AVERAGE LIFE” FROM BULLETIN) “F” 


BUREAU OF INTERNAL REVENUE 


Om ANDO GAS 
PIPELINES 


MINIMUM EGONOMIC LIFE 


25 30 


LIFE (YEARS) OF FACILITY 


NEFENSEK PRODTICTION act 
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Petroleum Administration for Defense, summary of recommendations for 


accelerated amortization 


Table number Type of facility 


Basic refining 

Specialized facilities—Alkylate 
Specialized facilities—Aromatics__. 
Supporting and petrochemieal facilities. 
Terminal facilities 


Grand total, Oct. 3, 1950, through May 
11, 1951. 


1 Included in 100 applications. 


Estimates, 
total cost. 


570, 917, 006 


Average 
percent 
recom- 

mended 


72, 
00. 
00. 
84. 
85. 
77. 


Number 
of proj. 
ects 


ee, 


71 
22 
13 
15 

1 
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‘TABLE IIl.—Aviation alkylate and special ulkylation feed facilities recommend ei 
for 100-percent accelerated amortization 


Capamity, (barrels 
Appli- i = 
cation Company and location of facilities — ac ea 
No. Aviation Isobu- 
alkylate | tane 


199 
1273 | 
1652 





Union Oi] Co., Los Angeles, Calif DS de ce $135, 000 250 | 
Phillips Oil Co., Borger, Tex aa Be Ve 157, 700 | 1,400 | _. 
Pan-Am Southern Corp., Destrehan, La_..__.. ---------| 1,825,000 2,500 |_. 
1773 | Phillips Petroleum Co., Borger, Tex.- See 2b adele ace ee 
2201 | Sun Oil Co., Delhi, La. ipikeennieatiees vel 89, 545 |... .- 
2311 | Standard Oil Co, (indiana), Neodesha, Kans_ Seer oe Fe 850 | _. 
2315 | Standard Oil Co. (Indiana), Whiting, Ind ‘ --.----} 2,327, 500 | , 000 |. 
2411 | Sunray Oil Corp., Duncan, Okla a ennbeseacn-| 1,700,806 100 | 
2819 | Sun Oil Co., Marcus Hook, Pa _-.-.-....-......--.--- 2, 577, 145 | 850 | 
2947 | Pure Oil Co., Smiths Bluff. Tex . te : ‘ ie 290, 000 ,9O1 |. 
3134 | Continental Oil Co., Lake Ch: arles, a 4 a ER 571, 392 | , 573 | 
3152 | Standard Oil Co. of Tex., El Paso, Tex... ; . 2, 750, 500 940 |__ 
3153. | California Refining Co., Perth Amboy, Pe Bis unos ee .-.| 3,614, 322 | 2, 240 

2 

1, 


r 
j 
| 
j 
| 
j 
| 
j 





3223 | Fulton & Olmstead, San Antonio, Tex __- _.-----| 3,124,000 335 
3294 | Phillips Oil Co., Sweeny, Tex : aG% 3, 630, 200 800 





Total (through Mar. 31, 1951)__-._.__-- aa | 26, 760, 485 18, 739 | 


1 Hydrocodimer equivalent to alkylate. 


TABLE Ila.—Specialized facilitics recommended for accelerated amortization 


Capacity, barrels 
Capital Percent | per day 
Company and location of facilities — eee 


cost | mended | 
| mended | 4 viation! Isobu- 


alkylate tane 


Appli- 
cation | 
No. 
| 
| 


£0°0 | Puerto Rican Refining Co., Puerto Rico a , 350, 000 | 500 
5063 | Great Northern Oi] Co., St. Paul, Minn 3, 525, 100 2,150 
3 78 | Shell Oil Co,, Wood River, M___- 243, 000 164 
3274 | Standard Oil Co. of California, Richmond, Calif - 24, 000 ; 

4350 | Soceny-Vacuum Oil Co., East St. Louis, Ill_ -- 260, 000 | 775 
50.0 | Humble Oil & Refining Co., Baytown, Tex- -- 177, 845 | ao 
7901 | Lion Oi] Co., El Dorado, Kans : 810, 000 | 432 


Total, Apr. 1 through May 11, 1951 9, 389, 845 |__ 4, 821 
Total, Oct. 3 through Mar, 31, 1951 26, 760, 485 is 18, 739 
Grand total shed - 4 Taide , 36, 150, 330 lai 23, 560 | 


1{C,haniling 


TABLE III.—Benzene and aromatic avgas blending stock facilities recommended 
for 100-percent accelerated amortization 


Capacity, barrels per day 
Appli- | Capite —_ 
cation Company and location of facilities } = | 
| . Aromatic 
No. | Benzene !| Toluene ! — . 


309 | Aromatic Refining Co., Baton Reuge, La. and $3, 564, 000 

455 | Pan American Refining Co., Texas City, Tex.__...| 1, 100,009 . 600 
994 | Atlas Processing Co., Shreveport, La:.- = 1, 900, 000 | 

1713 | Standard Oi] Co, of © alif., E] Segundo, C alif.....__| 6,540,000 | c 

2200 | Sun Oil Co., Mareus Hook, Pa _....| 3,490,600 55 , 000 
2314 | Standard Oil Co. (Indiana), W hiting, Ind. Sonat 938, 500 ‘ 390 
2445 | 0 id Dutch Refining C 0., Muske gon, Tich _- | 515, 130 150 370 
2760 | Cosden Petroleum Corp., Big Spring, Tex_.........| 1,325, 000 100 230 
2920 | Shell Oil Co., Houston, Tex 4, 604, 000 1, 250 

3134 | Continental Oil Co., Lake Charles, La- . dt aeweaece | 4 909, 209 182 636 


} 


Total (through Mar. 31, 1951)-.......---- _| 26 5, 886, 529 


$4,152 | 43,226 


1 Chemical grade. 

2 Includes toluene and xylene concentrates. 
3 63,615,000 gallons per year. 

* 49,455,000 gallons per year. 
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gaBte Illa.—Specialized facilities recommended for accelerated amortization 


Appli- partes | Percent | 

= Company and location of facilities | C ential | recom- | 

— . | mended | ponzene 1/Toluene 1} 4Tomatic 
base 2 


Capacity, barrels per day 


se gene RRS EOE — 


—_ 





3581 | Roosevelt Oil & Refining Co., Mount | 
Pleasant, Mich... ; $605, 600 
4056 | Shell Oil Co., Wood River, Il. . : 150, 000 | 
4671 | Standard Oil Co. (Indiana), Whiting, | 
Ind | 


460, 700 | 
Total, Apr. 1 through May 11, 1951 1, 216, 300 | 
Total, Oct. 3 through Mar. 31, | | 

1951 ._- wi capa rethaatin ‘ | 26, 760, 485 | 3, } 10, 980 

Grand total.....- : rs | 27, 102, 829 ; | 10, 980 


! 


t Chemical grade. 
1 Includes toluene and xylene concentrates. 


TasLE 1V.—Supporting facilities recommended for accelerated amortization 


| Percent 
recom- Product End use 
mended 


Appli- | 


cation Company and location of | Capital 


facilities | cost 


725, 406 5 | 60T/D catalyst Production of 
motor gasoline 
and avgas feed 

| stocks. 
BRD fsa cd cceg no <a, ; 1, 979, 703 | 5 | 100T/D catalyst Do. 
559 | Dow Chemical Co., Midland, | 70, 000 6,000,000#/7r eth- | Tetraethyl -lead 
| Mich. | ' ylene dibromide. fluid for avgas. 
Dow Chemical Co., Ludington, | 433, 500 2,000,000#/yr bro- Do. 
Mich. | mine. 
} | Dow Chemical Co., Midland, 200, 000 15,000,000#/yr eth- Do. 
| Mich. | ylene dibromide 
. 000 13,200,000#/yr bro- Do. 
mine. 
000 | 15,000 ,0008@/yr Do. 
| erude ethylen 


| | ee 

| Gulf Oil Corp., Port Arthur, 5, 000 | | 18 0,000#/yr | Tetraethyl lead 

re etiiplenc. and chemicals 
Ethyl Corp., Houston, Tex_ _- 44, 135,000 | . 5 | 80,06 #/yr tet- | Motor gasoline and 

raethyl lead. aygas. 


Ethyl Corp., Baton Rouge, La..| 4, 000 | 0,000 tet- Do. 
| raethyT fead 
, | 8, 185,000 | 23,000,000#/yr eth- | Tetraethyl lead 
Freeport, Tex. | ylene dibromide. fluid for avgas 


| Ethyl-Dow Chemical Co. 


Total (through Mar. M, 26, 609 
1951). 


Taste 1Va.—Supporting facilities and petrochemical facilities recommended for 
accelerated amortization 


ypli- . ‘ Dates ail 
7 Company and location of | Estimated 
No facilities | ost 


Percent 
recom- Product End use 
mended 


Ethyl Corp., Baton Rouge, La $175, 000 90 | Plant security Tetraethyl lead 
| manufacturing 
Standard Oil Co. (Indiana), 2, 552, 000 80 | Isooctyl alcohol Napalm, plasti- 
Wood River, Tl. cizers, ete. 
Standard Oil Co. (Indiana), | 142, 000 80 | Heptenes_. Isoocty! alcohol. 
Sugar Creek, Mo. 
American Cyanamid Co., Mich-| 5, 077, 035 $5 | 1,800T/M catalyst.| Catalytic cracking. 
igan City, Ind. | 
Total, Apr. 1 through | 7, 946, 435 |__- 
May ll, 1951. 
Total, Oct. 3, 1950, | 75,926, 609 
through Mar. 31, 1951. | 
Grand total | 83, 873, 044 


88762—51—pt. 1—-—33 
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TaBLE V.—Seasonal storage at seaport terminal recommended for acceleraicd 
amortization on 85 percent of cost 


Application No 
Company and location of facilities White Fuel Corp., Boston, Mass. 
Xapital cost $800, 000 
428, 600 


The Cuarrman. Are there any further questions? 

If not, gentlemen, we will stand in recess until 10:30 in the morning. 
We will have Mr. Johnson first, followed by Mr. DiSalle in the 
afternoon. i 

(Thereupon, the hearing in the above-entitled matter was recessed 
until 10:30 a. m., of the following day.) 
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TUESDAY, MAY 15, 1951 a 


Unirep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:30 a. m., in 
room 301, Senate Office Building, Senator Burnet R. Maybank 
(chairman) —. 

Present : cateen aybank, Sparkman, Douglas, Benton, Moody, 
Capehart, Bricker, Schoeppel, and Dirksen. 

he Cuarrman. The committee will come to order. 
Mr. Johnston. 


STATEMENT OF ERIC JOHNSTON, ADMINISTRATOR, ECONOMIC 
STABILIZATION AGENCY, ACCOMPANIED BY FRANCIS WHITE- 
HAIR, GENERAL COUNSEL, AND GRIFFITH JOHNSON, ECONOMIC 
ADVISER 


The Cuamman. Mr. Johnston, I am certain the Senators have 
had a chance to look over the statement which you sent us. Will you 
just highlight or call attention to that part which you particularly 
want us to have a better knowledge of? 

I know the committee will want to ask some questions, and that 
might facilitate things, because, as you know, we have Mr. DiSalle 
this afternoon. 

Would you like to take one thing at a time? We would like to 
accommodate you. 

Mr. Jounston. Mr. Chairman, I might make a short summary 
statement first, and then I would like you to ask me questions. 

The CHamman. Without objection, Mr. Johnston will make a 
short statement and then we will ask questions. 

Mr. Jounston. I presented to you a rather detailed statement 
which you may read later if you desire. 

The Cuamrman. Without objection, the full statement will be made 
a part of the official record. 

(The statement referred to follows) : 


STATEMENT OF Eric JOHNSTON, ADMINISTRATOR, EcoONOMIc STABILIZATION AGENCY 


The question before this committee, before the Congress, and before the 
American people, is a very blunt one: 

Are we willing to do what we must do to remain free? 

As the members of this committee thoroughly realize, we are embarked on a 


mobilization program of a scope and magnitude unprecedented for any nation 
to undertake short of total war. 


509 
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The objective of that mobilization is clear—to strengthen not only ourselves 
but the entire free world against a very real threat of military attack. 

Now either we accept that fact as a fact—that we do face a very real threat 
of military attack—or else we have no real need for this colossal mobilization 
program. I am convinced that this committee, and the Congress—and the 
people—accept this fact for what it is: a very cold, hard, grim, uncomprising 
reality. 

In coming before this committee today to discuss the stabilization program— 
which is an integral part, an essential part, of the mobilization effort—I am 
consctous of the determination of the members of this committee that America 
must be prepared to meet this threat, this danger. 

You have made that clear not only imsyour handling of the original Defense 
Production Act, but in the manner in which you have followed the day-to-day 
operations of Government under that act. 

I am completely convinced that we can do whatever we have to do to keep 
freedom alive. We have everything it takes—the machines, the tools, the man- 
power, the know-how, the imagination. We have the patriotism, too. 

Productionwise, this industrial machine of ours can accomplish whatever 
miracles we set out to have it perform. But we must feed it the fuel—the 
energy—the materials, the lubricants, and the direction it needs, For it is, 
after all, only a machine. 

To make that machine perform at top speed, on all cylinders, without costly 
breakdowns, takes hard work on the part of all of us. It takes cooperation, imagi- 
nation, and restraint. Above all, it takes a will. 

De we have it? I think so. But we haven’t proved it yet. We'll get lots of 
chances in the months ahead to show whether we have that will or not. 

Primarily, we will demonstrate whether we have it or not in this general area 
known as stabilization. ; 

For wnless we have a stabilized economy, unless we hold inflation in check, 
unless we can defend the value of the American dollar against infiltration and 
ambush in the months ahead, we cannot mount the defense effort we need. 

So it is in the stabilization area that we test our will to have mobilization. It 
is in the stabilization area where every American will have to stand up and say 
yea or nay to mobilization. 

Any sacrifices which most of us will be called upon to make for the mobilization 
effort—most of us—will be in connection with stabilization. The sacrifices we 
must individually make to beat inflation, however, are small ones, really. 

But they are often vexing ones, annoying, aggravating, inconvenient ones. 

We Americans make the big sacrifices without hesitation or whimper, when 
big sacrifices are required. But we cry over the little ones out of all proportion 
to their hurt. 

That makes stabilization difficult because, as I said, stabilization requires little 
sacrifices, not hig ones. Saerifices like not buying things we don’t need; like 
keeping our prices—our profits—and our wages—reasonable; like not exercising 
all of the economic power we might otherwise muster to get ahead of the other 
fellow ; sacrifices like paying higher taxes. 

We call them sacrifices. Actually, they are privileges of citizenship in a nation 
dedicated to the survival of freedom. 

Although I have raised some questions here about the will of the people of the 
United States to do the job which has to be done, I think I should make it clear 
that I, personally, have every faith in both our ability and our will to do the 
job which has to be done. 

I am convinced, for instance, that we can lick inflation. If I didn’t think so, 
I wouldn’t have taken on this job. 

Now just what is the job? The Congress, and particularly this committee of 
the Congress, spelled out the job and insisted it be done, You were specific in 
what you wanted accomplished. 

You said: “Prevent inflation, and preserve the value of the national currency.” 

You said: “Assure that defense appropriations are not dissipated by excessive 
costs and prices.” 

You said: “Stabilize the cost of living for workers and other consumers and 
the costs of production for farmers and businessmen.” 

You said: “Eliminate and prevent profiteering, hoarding, manipulation, specu- 
lation, and other disruptive practices resulting from abnormal market conditions 
or searcities.” 

3 You said: “Protect consumers, wage earners, investors, and persons with rela- 
tively fixed or limited incomes from undue impairment of their living standards.” 
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You said: “Prevent economic disturbances, labor disputes, interferences witk 
the effective mobilization of natural resources, and impairment of national unity 
and morale.” 

You said: “Maintain a reasonable balance between purchasing power and the 
supply of consumer goods and services ;” and, at the same time, you said prevent 
the “dissipation of individual savings” so that we have, after this emergency, a 

good strong purchasing power in the hands of the people. 

That was your bill of particulars for the battle against inflation. In the pro- 
grams of the Economic Stabilization Agency, insofar as this Agency has juris- 
diction to deal with those problems, we are following your orders. 


WHERE DO WE STAND—-AND WHERE ARE WE GOING? 


It would make me very happy if I could come before you now and say: “Relax. 
Everything’s under control.” 

But that just isn’t so. 

I can come before you, however, and say, honestly, that we're digging into this 
job with everything we have. I can say to you that we are getting results on the 
price front. The steam has been knocked out of the upward spiral. Some prices 
are still climbing, but they are no longer soaring. 

Instead of a wild stampede of prices, costs, wages, and profits, we’ve guided 
them into a narrowing corridor where the stampede is halted. <A lot of prices 
have calmed down enough to make it look as if the alarm is over. But there’s a 
restlessness still there which can mean a strong push to get out—to break down 
the fences. 

That isn’t good enough. We must break up the pressures against the barriers, 
so that the fences will hold. Once we are sure those fences will hold, we can 
move them whichever way the situation indicates—inward, toward tighter con- 
trols, or outward—or, if we succeed in removing entirely the alarms which cause 
a stampede, then we can tear those fences down entirely. 

Before we assess how well we are doing in this crisis in our economy, we first 
have to take a look at what created it. 

We measure our current inflation in terms of June 1950 levels—in other words, 
since the start of the Korean War. But it is important to remember that prior 
to that arrogant Communist crime against the peace, we were experiencing a 
steady upward price trend here in almost every field. Wage rates, employment, 
credit expansion, profits—all were going up in a prosperous expansion of the 
economy. 

In the meantime, we were winning the cold war. There was no doubt about 
it. The Communists apparently realized that, too, for why else would they sud- 
denly have turned to a shooting war in Korea? 

To them, it was a calculated risk—to see what we'd let them get away with. 
But to many of us in the free world it looked like a crazy, irresponsible, im- 
petuous adventure signaling global war. 

Our Nation, and the other free nations of the world, reacted to that challenge 
to freedom and peace with immediate and forthright courage and action—in an 
unprecedented show of international determination to stop aggression in its 
tracks. 

* But while we, as a nation, were showing a nobility and an awareness of our 
responsibilities to the free world, many Americans, as individuals, were react- 
ing to the threat to peace in Korea with the opposite of nobility and responsibility. 

Millions of Americans went on i. scare-buying jag. Automobiles, washing ma- 
chines, television sets, clothing, sugar, coffee—an endless variety of consumer 
goods—were grabbed right and ‘left “before the hoarders got them.’ Home 
freezers were stocked with meat, Shortages were created where there had been 
none. Prices went up. 

Business went on a scare-buying jag, too. Raw material prices inevitably 
went up as inventories—industrial hoarding—increased out of all proportion 
to needs, 

The panic to buy and stock up continued while the news from Korea remained 
grim. As the tide turned in September and October, and the UN forces began 
pushing their way through northern Korea, the panic subsided. There was a 
leveling off. 

Congress passed the Defense Production Act, including its price-wage stabiliza- 
tion provisions, in early September. The act recommended utmost use of 
voluntary cooperation in preventing inflation. Although we had already made 
the decision to step up our defense program against the possibility of new 
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Koreas elsewhere, our defense spending, up to then, had not become an infla- 
tionary force. 

It looked as if we had weathered the threat for the time being. But when 
the Chinese Communists were suddenly thrown into the fight in November, the 
whole situation changed. It set off two irresistible patterns of inflation: 

1. It forced us to reconsider our whole defense program in terms of what the 
Chinese intervention reflected: a willingness by the Kremlin to throw the 
puppet nations it controls into aggressive wars outside their own territory. 
The Chinese intervention showed that communisni’ had made a very fateful 
decision. It convinced us we had to step up our mobilization program drasti- 
cally and quickly. 

(2) The buying jag—here at home and in the international markets—which 
had begun to level off by November suddenly started up again with renewed 
fury. Prices which had jumped after June and then had reached new plateaus 
by November, suddenly went soaring. 

The General Ceiling Price Regulation issued in January—2 days after I took 
office—was intended to throw a fence around this stampede which requests for 
voluntary control had failed to stem. The freeze took the momentum out of 
the spiral. It gave us a)chance to catch our breath, and then to start translating 
that freeze order into a program of price control which would be administra- 
tively workable and economically fair. 

But it did not lick the basic causes of inflation and it cannot lick the basic 
causes of inflation. Price controls—no matter how tight, and wage controls— 
no matter how strict—cannot remove the threat of the inflation we face. 

For, if I have not made it clear so far, I want to do so now: the inflation we 
have had up to now, and which present price and wage controls are designed 
to hold in check, was not the result of our mobilization program, It was not 
caused by vast armament costs, or an unbalanced budget. 

It was caused by anticipation of the real thing around the corner. 

But until we stopped it, the push had gone too far too fast, and millions of 
Americans on fixed incomes were priced out of the market. That’s why you 
have all of these misleading signs today of deflationary forces at work. 

The combination of price controls and a continuing abundance of goods for 
sale in the stores and shops and showrooms took the urgency and the scare out 
of buying. 

Tighter credit controls, higher taxes, and reassuring news on the Korean 
front also contributed a great deal to taking off the heat. 

But I want to say with all the emphasis I can command that despite the lull, 
despite the seeming improvement in the situation, despite the slow-down in 
the price rise and the turn-down in some prices, all of the factors which make 
for a rip-roaring inflation are present. . Pressures increasing the cost of living 
continue under the surface. 

They are poised for another big push. 


CURRENT THREATS TO STABILITY 


Let me show you why this is so by reviewing the immediate future as well 
as the probable picture of the next few years. Roughly, these threats to sta- 
bility fall into six categories. 


1. The military procurement program 


This is the big, basic cause of inflation danger. 

Let’s look at that program first in terms of raw material needs. 

We have set as our goals the production of a vast amount of military goods 
and the creation of the capacity to produce much, much more—the capacity to 
produce 50,000 airplanes and 35,000 tanks a year, and 18,000 jet engines a month, 
to cite only a few examples. 

We are going to produce, not only enough military supplies to equip our forces 
in Korea; not just enough to equip an expanding American defense force of 
about 3,500,000 men; and not just enough over that to help rearm the other 
free nations of the world. 

In itself, that is a big production job. But, in addition, under the outstanding 
leadership of Defense Mobilizer Charles E. Wilson, we are accumulating re- 
serves which will provide enough stocks of key items to last for the first year 
of a full-scale war. 

The planes and guns and tanks and ships we build are not going to be made 
out of air. They will be made out of steel, copper, aluminum, rubber, and a 
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wide variety of other raw materials. And the plants we build to make more 
guns and ships and tanks and planes—and to make more steel, and copper and 
aluminum—are going to be made out of these things and lots more, like cement, 
pricks, lumber, and plaster. 

Even before the mobilization program was launched, we were chewing up 
virtually our entire output of these materials for civilian goods. We were 
building out of them automobiles, television sets, window frames, washing 
machines, dish washers, new homes, new stores, and new factories in which to 
build more consumer goods. 

But now we look at the amount of steel available, for instance, and we say: 
We've got to use it differently. 

We'll take so much of it and build military goods. We'll take some more 
and build from it new plants to make more military goods. And then we’ll use 
up some more of this steel to build plants to make more steel. The new steel 
plants—when we get them—will provide us with more steel for all purposes— 
for military and civilian goods. 

But while we're building those new steel plants, we’re taking away—not 
from military uses, but from ciyilian uses—that much more steel right now. 

It’s certain you can’t stamp an automobile body out of the same sheet of 
steel that you are going to use in a gun mount or a tank. You can’t make toys 
or screen doors or roasting pans out of the aluminum scheduled for a plane. 

You can’t build new homes out of the bricks and cement and lumber we need 
for a new, defense plant. 

You can, however, build and make these civilian goods out of what’s left of 
these materials after military and defense requirements are met. But that’s 
all you’re going to get for your civilian economy—what’s left. 

That will still be a lot. It should be enough to meet our needs, if not our 
desires, 

The desire for more and more of those things, however, will always be present 
in the kind of America we have—the kind of America we want to keep. And, 
in the months ahead, as more and more Americans go to work in this stepped-up 
defense economy, and work longer hours, more and more Americans are going 
to have the money to buy these things they desire. 

Direct controls—particularly price controls—cannot stop the pressure of 
those demands for limited supplies any more than Canute could stop the sea. 

We haven’t reached that point yet, of course. 

The defense procurement program hasn’t really hit the civilian economy up 
to now. In the 10 months since the Korean attack to the end of April, the 
defense procurement agencies placed altogether orders worth about 27 billions. 
But nearly all of those orders were placed in the last 4 or 5 months. Last May, 
for instance, we were placing orders at the rate of 600 million a month and in 
June it was 1.4 billion. Now we are placing them at the rate of a billion 
dollars a week. 

We don’t see the results of these big orders yet in terms of ships and guns and 
planes and tanks and other needs, or in the diversion of manpower and ma- 
terials to military production. But we will—soon. 

And then look out. 

For we are mobilizing in depth—men, equipment, factories, and materials. 
This will lead to bottlenecks in some industries, congestion in some communities, 
shortages in labor. The unavoidable shortages will be accompanied by artificial 
ones—by speculation and hoarding—unless we are prepared to prevent them. 

But in the areas of shortage, bottleneck, and congestion prices will go up, 
profits will go up, and wages will go up unless we are in a position to take 
drastic counter-action against them, So far, we're not fully equipped to take 
that action. We can conduct a delaying action, a holding action for a while— 
but it’s like sitting on the safety valve of a boiler. You keep the steam from leak- 
ing out while the boiler is building up pressure, but when the pressure gets strong 
enough, the steam you’ve kept from escaping suddenly blows you up. 

The fact is we are not now equipped to hold the lid on a $50 billion a year 
defense spending program and prevent inflation. 

Our tax take is not big enough. Our credit policy is not tough enough. Our 
stabilization powers are not broad enough. 


2. “Milk it dry” profit, price and wage demands. 


Second to the mobilization program is the danger to stability arising from 
the special advantages now held, or soon to be held, by some segments of the 
economy. 
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These special advantages could lead to an unconscionable push for higher 
profits and higher wages. 

Profits in most fields are at an all-time high. Yet with almost guaranteed 
markets for virtually everything industry can produce, there will be steady 
pressure for ever-higher prices leading to exorbitant increases in profit levels. 
This would be particularly true in those fields where consumers bid against each 
other for reduced supplies and clamor for the chance to buy at any price. 

And with manpower tight—or bound to be tight—in many areas, some skills 
would be able to write their own ticket on wages and get whatever they ask. 
Where wage controls interfere with this, not only labor, but management too, 
will probably join in seeking their relaxaffon. Together, they can exert an 
almost irresistible force in this direction. 

There has to be incentive for business in this emergency. There has to be 
incentive for labor, particularly for people not now in the labor force to pitch 
in and do their part in this defense effort. 

I think our people are patriotic enough not to want to point a gun-at the 
United States in a time of crisis—of danger to our way of life. But there has 
to be an understanding among the people—among businessmen, workers, farmers, 
everybody—that taking.advantage of special circumstances in this crisis is, in 
effect, pointing a gun at Uncle Sam. 

Profits are generally much, much more than good. Wage levels also gen- 
erally are good. Business must accept higher taxes on those profits and labor 
must expect higher taxes on their wages. 

Business must not only accept, but enthusiastically support, price stabilization, 
and labor must not only accept, but enthusiastically support, wage stabilization. 

That may sound like it’s asking a lot from them. But I don’t think so. 

A firm price policy—and we mean to have that kind—will be necessary if we 
are to have a firm wage policy. And vice versa. 

There are inequities in the wage policy as a result of the freeze of January 
26, just as there were inequities in the price policy resulting from that freeze. 
We're trying to work out the inequities. 

But in the meantime, our wage controls are threatened if the cost of living 
continues to rise ever upward. 


8. Food prices. 


That brings us to the third major threat to stability—food prices, in light 
of the place of food in the cost of living. 

Now it’s true that farm income in 1950 was down for the second successive 
year from the peak levels of 1947-48. Nevertheless, farm prices started up in 
January 1950, and kept going up. Following Korea, they advanced more rapidly 
than the general average of prices for cost-of-living items. 

And food is the largest single item in the Consumer Price Index. Further 
increases in food prices will make wage stabilization, and thus price stabiliza- 
tion, increasingly more difficult. 

If we can’t hold food prices, we can’t hold wage rates. If we can’t hold wage 
rates, we can’t hold other prices. 

This merry-go-round would give us all a brass ring to inflation. 


4. Scare-buying dangers. 


The panic-buying which occurred in July and again in December and January 
in response to the bad news in Korea has given us a graphic illustration of the 
sickening speed with which our economy can be batted around by sudden, unfore- 
seen developments. 

In the present state of international tension, with potential danger spots all 
over the world, we can expect a certain amount of panic reaction to every inter- 
national explosion. In a period like this we need available every instrument to 
prevent sudden distortions in the price structure resulting from a shift in events 
or a weather-vane thinking. 

In other words, with the economy operating at full blast, and with shortages 
bound to occur, we cannot afford new buying waves, new mass attacks on the 
grocery-store bins, the clothing-store racks, the appliance-store shelves, and on 
materials supply. 

The buying power for such a shopping binge is still in the hands of the people 
today in liquid form—in individual personal liquid assets amounting to $224 
billions, not counting insurance equity. We want to keep those savings there— 
and add to them—for the purposes you outlined in the act last September. That 
is, to assure a prosperous economy after the emergency. 
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People will hold on to their savings at a time like this only if we can prove to 
them that inflation won’t wipe them out; that prices will be held; that stabiliza- 
tion will work. Otherwise, there will be a new stampede to convert cash into 
things. 

As part of this problem, we need greater understanding on the part of the 
people of the long-range nature of our preparedness program. We must get across 
the fact that it is not the Korean War which is turning our economy upside 
down, but that it is, instead, what the Korean War means in terms of total, 
world-wide danger. 

In the meantime, unless much of this vast reservoir of liquid savings is soli- 
dified into Government bonds which the people are encouraged not to spend for 
current desires, then we face a constant threat of new blitz-buying waves every 
time Stalin sneezes and the satellites say “Gesundheit.” 


5. Labor-management strife 


The economic well-being of the Nation, as well as our security against military 
attack, depends primarily upon maintaining and increasing the level of our 
production. This means, of course, the complete cooperation of labor and 
management in the production push. 

Industrial unrest, leading to slow-downs, strikes, or lock-outs, and characterized 
by continual bickering, will seriously harm the whole program, if it is permitted 
to occur. 

We happen, right now, to be enjoying a period of relative industrial peace, and 
we're fortunate that this is so. But the continuation of that peace, as of now, 
is almost exclusively within the power of management and labor. 

Stabilization and mobilization both put strains on this peace. It would be 
foolish for us to shut our eyes to that fact. We are asking both management 
and labor to give up a lot of their prerogatives in this emergency, and that 
begets trouble. 

For unless management is convinced that labor is not trying to use the defense 
emergency for its own narrow advantage, and unless labor is convinced, man- 
agement wiill not try to use the emergency to push back the clock in labor 
relations, this peace cannot endure. 

Yet it must. We mfist have it. 


6. The psychology of stabilization 


The climate for effective stabilization does not yet exist in the economy. 

The continuing abundance of things to buy, the relative well-beimg of most of 
our people, the down turns in some prices resulting from excessive inventory 
accumulations, all have led to a false, hypnotic sense of complacency about the 
seriousness of our economic danger. The emergency cannot be seen and felt. 
Therefore, to many, it does not appear to exist at all. 

We see the evidence of this in the attitudes of all of those groups directly 
affected by stabilization policies. Each element in the economy sincerely wants— 
and demands—stabilization, but each wants the other fellow to toe the line 
first. Each wants freedom to jockey around for position until all the other 
starters are lined up at the barrier. 

Management wants costs, including wages, held under tight controls as a 
prelude to controlling prices. 

Labor wants firm price controls as a prelude to any kind of wage controls. 

Agriculture wants industrial prices held down, thus holding down wages, too, 
as a prelude to farm commodity controls. 

What we need are a few strains of the Star Spangled Banner as a warning to 
the brass, the strings and the woodwinds in this orchestra to get in tune 
and start off on the same boat at the same time. 

No one element in this economy of ours, I am sorry to say, is so far completely 
aware of its own responsibilities and obligations to stabilization. 

As long as that psychology persists, stabilization will continue to be a free-for- 
all instead of a team job. 

In any event, those are the six major threats to stabilization. How do we 
meet them? 


OUR TOTAL STABILIZATION PROGRAM 
The only way to combat inflation is to attack it on all fronts. 
Inflation, as a matter of fact, has already gone too far. According to the 


Senate Appropriations Committee last December it had already cost us $3,000,- 
000,000 in added military costs alone in the first 6 months after Korea. 
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That was more than the two tax bills passed by Congress last year were in- 
tended to raise in that same period. So we took these additional tax revenues— 
and threw them out the window. 

Inflation following Korea raised the consumers price index about 8% percent. 
sak ee cost our people about 17 or 18 billions of dollars for the things they 

ught. 

We just can’t afford that kind of nonsense. 

But we haven't stopped it yet. And we won't stop it unless and until we move 
in on it from every direction at once and nail it down. 

On the price front, we’re moving primarily against the effects of inflation, 
rather than its causes. Prices went up for only one reason: People were will- 
ing to pay them. Wages went up because employers were willing to pay them. 

But once the new price and wage levels became fixed in the structure of the 
economy, they stopped being effects of inflation and began becoming causes of 
further inflation. 

But they are not the basic causes; they are contributing causes. 

The basic cause of inflation is an excess of purchasing power in relation to 
the available supply of goods and services. There are two possible approaches 
in meeting that problem. 

One would be to let it alone—let prices go up enough so that they cancel 
out this excess purchasing power. Obviously, that is no solution at all. You 
don’t attack inflation by having more inflation, and that’s what such a do-nothing 
policy would amount to. 

The alternative is to encourage the highest possible level of productivity so as 
to provide a substantial increase in the amount of goods and services available 
for that same purchasing power to buy. 

We're doing as much of that as we can but because we have to divert so 
much of our productive effort and our manpower and resources to goods and 
services consumers don’t buy and can’t use, we cannot rely on this as a solu- 
tion for the immediate future. 

Therefore, we must turn to controls. 

We must control our productive machine so that it provides us with the 
civilian goods we need rather than those which might return the best profit. 

And we must control our distributive machine so that. the people—and the 
Government—can buy what they need at prices they can afford. 

In the stabilization field, these necessary controls fall into two categories— 
direct, over prices, wages and profits, and indirect over credit and fiscal policies. 
We need both. 

To cure the disease of inflation we need drastic remedies—and the courage to 
use them. We blend them differently according to different circumstances— 
the temperature, the heart beat, the blood pressure, all of which may vary up 
or down from day to day. 

But all the ingredients of this prescription are necessary. 

Here’s what we have to use: 


1. A pay-as-we-go tax program 


This is the fundamental step in inflation control. It is not just a device for 
“siphoning off buying power”—as the economists call this technique for hitting 
us all in the pocketbook—but it also serves another, equally important purpose. 
It avoids the necessity for the creation of new money. 

If we don’t pay as we go, the Government has to borrow the funds it needs. 
Spending borrowed money—borrowed from the banking system—is inflationary. 

Furthermore, whether we take the cost of defense out of the pay checks of 
the people now or out of their bank accounts later—whether we pay-as-we-go 
or go in for deficit financing—the real cost of this program cannot be deferred. 

The real cost of defense is in things—in steel, coal, aluminum, copper, lead, 
and a host of other materials; also in manpower and horsepower. We're using 
them up now in defense procurement. Whether we pay for their cost now in 
dollars or pay those dollars later, we will see the actual cost of defense paid 
every day in terms we can understand—in terms of the availability of things 
we want to buy and otherwise would buy. 

The extra $10 billions or so a year which we would have to pay to put defense 
on a balanced budget is a small price to pay, indeed, when the alternative is 
inflation. 


2. “Pay-as-we-go” credit policies 


Deficit financing by business and consumers is inflationary, too. If our prob- 
lem is an excess of purchasing power, then easy credit certainly compounds the 
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problem. Where credit is necessary to achieve increases in production, then j* 
should be encouraged. But credit which merely allows more people—and moic 
businesses—to bid for a tightening supply of goods or materials adds no new 
output to the economy and merely pushes prices up higher. 


8. Increased savings 


Income which is not spent does not put pressure on prices. It reduces the 
pressures. We must all save more. Stabilization of the dollar will encourage 
savings, but we can’t achieve stabilization until people do save more. In this 
situation, our people must be encouraged to give their Government the benefit 
of the doubt—and buy more bonds, and not cash them in frivolously. The money 
we sock away now and hold onto is going to assure a continuing high-level 
economy after this emergency is over. 

On the other hand, if we spend ourselves broke now, we have no foundation 
on which to base a prosperous peacetime economy. The vast savings we socked 
away during World War II had a lot to do with confounding all the gloomy 
experts who predicted a rip-roaring postwar depression, with high unemploy- 
ment. It didn’t happen. Consumers who had saved their money during the 
war, dug down in the sock and began spending when their spending really 
counted. ° 

This is another opportunity to build up an even greater reservoir of private 
savings which will assure a healthy economy for years to come, and at the same 
time prevent inflation now. 


4. We must all economize 


Nonessential consumption and waste by Government, business, and individuals 
must be eliminated. I know we are all agreed on that. 


5. Materials control 


We must allocate our materials in short supply to where they are needed 
both for defense purposes and for essential civilian needs. That means an as- 
sured supply for lower-cost clothing, house furnishings, and repair parts. It 
means that luxury goods can and should be made only out of what’s left over. 
And it means, too, that expansion of plant and equipment must also be controlled 
to help assure a balance in the civilian economy. 

The five ingredients I have mentioned are all essential to the successful use of 
price and wage controls. It so happens that none of them is under the direct 
operating authority of the Economic Stabilization Agency. 

So it might look as if I am saying to you that we can’t do our job unless those 
other jobs are done. 

To a certain extent that is true. But our job in BSA is a vital one to this 
well-rounded program of stabilization, of total stabilization. I don’t want to 
underrate it even while cautioning you not to overrate it. 

The best tax- and credit-control policies cannot prevent sudden distortions 
in the price structure caused by changing defense requirements. 

They cannot prevent rent inflation in congested areas when home building 
slows down from a gallop to a walk. 

They cannot prevent individuals from seeking to improve their position— 
as a matter of fact, a tough tax policy and a tough credit policy will combine 
to encourage heavier pressure for wage increases, for price increases, for rent 
increases. 

So, just as direct controls are no substitute for the indirect ones, so the indirect 
ones—no matter how effective in siphoning off purchasing powers—cannot do the 
job fairly and equitably without the direct controls. 

They are complements to each other. 

With that background in mind, let’s see how the direct controls are working. 


THE PROGRAM OF THE ECONOMIC STABILIZATION AGENCY 


The Defense Production Act of 1950 gave the President broad powers to 
delegate authority either to existing agencies of the Government or to new 
agencies in carrying out most of the functions of the act. 

But the act specifically required that consumer-credit controls be assigned 
to the Board of Governors of the Federal Reserve System, and price-wage controls 
be assigned to a new independent agency created for such purpose. 

The President signed the bill on September 8, 1950. On the following day 
he issued Executive Order 10161, delegating the various powers given him in the 
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act and creating the Eeonomic Stabilization Agency to handle price and wage 
stabilization. 

Now as to our powers: 

We have general authority over the setting of prices and wages with the 
exception of the following specific areas where Congress said we should not 
operate : 

1, Prices or rentals for real property. 

2. Rates or fees charged for professional services. 

3. Prices or rentals for (a) materials furnished for publication by any press 
association or feature service, or (0) books, magazines, motion pictures, peri- 
odicals, or newspapers, other than as waste or scrap; or rates charged by any 
person in the business of operating or publishing a newspaper, periodical, or 
magazine, or operating a radio broadcasting or television station, a motion- 
picture or other theater enterprise, or outdoor advertising facilities. 

4. Rates charged by any person in the business of selling or underwriting 
insurance. 

5. Rates charged by any common carrier or other public utility. 

6. Margin requirements on any commodity exchanges. 

We have no direct power over credit, over priorities or allocations, procure- 
ment, production, manpower, or fiscal and monetary policies but we are to 
“consult and advise with” Government officials responsible in those fields as well 
as in rent control in connection with over-all stabilization problems. 

So we are, in a sense, a watchdog over the whole inflation threat but with 
teeth to bite with only when it comes to price and wage matters. 

One more bit of significant background. 

On the day that ESA was created—late on a Saturday afternoon—the President 
had also signed the bill to draft doctors for the military services. Our troops 
in Korea were huddled in the Pusan beachhead, grimly holding on there and 
ighting off wave upon wave of Communist hordes determined to push us into 

e sea. 

In other words, things seemed to look pretty bad. The Sunday morning 
headlines told of our troops straightening out their lines in anticipation of a 
renewed furious enemy drive to get us out of Korea entirely. 

What we couldn’t have known from reading the newspapers, however, was 
that the stage was all set for the bold Inchon invasion less than a week later, 
and that the troops in the beachhead were getting set for their smashing break- 
through which was to carry them from the Pusan perimeter right through 
Northern Korea. 

So, as it turned out, although ESA came into existence when the news was 
grim, it really only started to get under way as the situation in Korea bright- 
ened and while a desperate holding action was being transformed into a brilliant 
military triumph. 

I was not with the Agency at that time, as you know. But I cite this back- 
ground because I think it is important in evaluating this whole controls program, 
and its late start. You will see in this earlier situation, too, some close parallels 
to the present atmosphere. 

The momentum in price rises which had been picking up speed after June 25 
began to subside following the sudden dramatic improvement of our position in 
Korea. The belief was general that the war there would end soon, and, with it, 
the induced inflation resulting from scare buying and inventory accumulation. 

I don’t think ESA was alone at that time—and I again remind you I was not 
with the Agency then—in believing that voluntary controls combined with a 
returning sanity in purchasing would keep us on a fairly even keel. Defense 
orders were running then at an annual rate of only about $16 billion. 

The Chinese intervention in November, of course, threw all optimistic calcu- 
lations out the window. It sent prices soaring once again. It forced the 
Government to reconsider the size of the defense program it regarded as imme- 
diately necessary. Congress passed a big defense appropriation bill in late 
September to fit defense needs calculated immediately after the Korean War 
started in June, but the Chinese aggression started the machinery moving for 
a much bigger defense program—one which would hit a spending rate of $50 
billion a year. 

As our troops fell back to escape entrapment and annihilation by the Chinese 
Communist hordes, the question in everyone’s mind was; Has World War III 
actually begun? 

Consumers again rushed out to buy durable goods, cashing in war bonds and 
digging into savings, or going into debt. Business borrowed heavily to build 
inventories even greater. Government stockpiling purchases soared. 
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And so, of course, did prices. The rise was particularly dramatic in raw 
materials such as rubber, tin, wool, lead, zinc, copper, and others which we 
import in volume. This was fear at work: Fear that Red aggression might turn 
elsewhere in the Far East and over-run some producing nations, and fear that 
submarine attacks would barricade the shipping lanes from other supplier 
nations. 

Profiteering and speculation in materials had a field day. Obviously the 
economy was getting out of hand. The time had come for action in defense of 
the dollar. 

VOLUNTARY CONTROLS 


The Defense Production Act had directed the President to encourage voluntary 
action by business, agriculture, labor, and consumers to hold inflation in check, 
and to use direct, mandatory controls only to the extent that voluntary methods 
couldn't do the job. 

The voluntary approach was tried almost immediately. And, in December 
yoluntary pricing standards were issued as a guide to all sellers. They were 
asked to keep their prices within these standards. They were asked to notify 
this Agency of any necessary, pending price increases, and to give ESA an 
opportunity to review them. 

Officials of the Agency who were on the staff at that time and who participated 
in the attempt to make yoluntary controls effective tell me the program was a 
failure. That was certainly the impression which the public had about them, too. 

Although many businessmen sincerely cooperated with ESA to hold their 
prices down, a sufficiently large number disregarded the policy to make a farce 
of the whole program. The Price Director has told of one instance where a 
manufacturer, who dealt with 500 different suppliers, was socked by price in- 
ereases ranging from 1 to 32 percent from 468 of those 500 firms following the 
adoption of the voluntary program. 

In other words, only about 6144 percent of those suppliers played ball. 
In the 2 months following the Chinese intervention the prices of basic commodi- 
ties advanced more than 10 percent. In addition to all of the other factors push- 
ing prices upward, there was a brand new one. 

Everyone seemed to realize mandatory controls were going to be absolutely 
necessary to stem the tide of price aggression. So, in addition to profiteering 
and scare buying you had the spectacle of sellers indiscriminately raising prices 
just for the purpose of haying a favorable base price when controls actually 
were imposed. 

Every day the exercise of firm controls was delayed, therefore, the price 
structure got more and more out of kilter. Swift, decisive, and drastic action 
was certainly called for. Our economy was in real danger. 

When I was sworn into office as Administrator of the Economic Stabilization 
Agency on January 24, our price-wage-costs-profits spiral was turning into a real 
twister, and gathering frightening speed. Prices of basic commodities had gone 
up over 40 percent since June. Farm products had risen 19 percent, wholesale 
food prices 14 percent, industrial prices, also 14 percent. The cost of living had 
gone up nearly 7 percent. 

The Defense Department was paying 50, 60, 90, 150 percent more for many of 
the standard items it was buying. One item had gone up 660 percent. Our 
defense appropriations were in fact, being “dissipated by excessive costs and 
prices,” the very thing you had said in the law should be prevented. 

Wage rates were going up too. Average hourly earnings in manufacturing 
industries, which had been rising steadily in 1950, took sizable jumps in June, 
September, October, November, December, and again in January. The actual 
money increase in average hourly earnings from July to last January was about 
double what it had been for the period from December 1949 to June 1950. 

And the pressures for further wage increases were powerful. On January 
26, we clamped the freeze on prices and wages. 


WHY A FREEZE—AND NOT ROLI-BACKS? 


The general ceiling price regulation froze prices on January 26 at the highest 
levels they had reached between December 19 and January 25. These were, 
in most instances, the highest levels they had ever reached. 

For this reason, we were criticized in some quarters for not having rolled 
prices back. Actually, we had given a tremendous amount of consideration to 
the advisability of roll-backs. We wanted to roll them back. 
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But the first need, the overriding necessity, was to step that spiral and stop 
it quick; break it up. It was getting worse every day, every minute. 

The illustration of the speeding automobile has been used so often it is getting 
frayed at the edges, but it does explain the situation in terms we can readily 
understand. If you're speeding along at 80 miles an hour, and you know you're 
going too fast, you don’t throw it into reverse; you slam on the brakes. That’s 
what we did. 

Just as you’d tear out the transmission of your car if you shifted into reverse 
while traveling at 80 miles an hour, we knew that a sudden roll-back of prices 
imposed on a rushing spiral of inflation would have stripped the economic gears. 

Our economy travels so fast, and the cost factors in it are so intimately related, 
that a cost increase at one level is immediately built solidly into the price struc- 
ture in a multitude of other levels. General roll-backs would have confronted 
many businesses with the choice of compliance and bankruptcy, or evasion and 
black marketing. 

Wholesale prices paid by merchants were, in many instances, higher than their 
previous retail prices had been. Were they to sell these goods for less than they 
had paid? 

Furthermore if we rolled back all prices, what about wages which were tied 
to the higher prices? Could we have rolled them back? I don’t think so. 

Roll-backs are advisable only after careful study of their effects upon the whole 
economy. We have already rolled back some prices and there will be others. 

The freeze, however, was a necessary first step, to enable us to measure 
accurately the water in the price structure to see how much we had to squeeze out, 


THE TURNING POINT 


The freeze order did what it was supposed to do. It stopped the price-wage 
stampede. It prevented otherwise inevitable price increases from going into 
effect. It prevented all of the unwarranted, speculative increases then in the 
works from getting into the price structure. 

It saved us real money. And it provided us with the time and the opportunity 
to draft a comprehensive, workable price control system. 

Here is the evidence of its effectiveness in stemming the tide of inflation: 

Spot-market prices for 28 important commodities advanced an average of 
nearly 7 percent a month between June 27, 1950, and January 30, 1951. Be- 
ginning in February the trend went into reverse. At the end of April they had 
fallen 5 percent. 

Another example: The monthly average rate of price increases for all primary 
market commodities between November 28 and January 30 was 2.7 percent. For 
the period from January 30 to March 6, it was half of that, or 1.3 percent. And 
for the period from March 6 to March 27, it was less than two-tenths of 1 per- 
cent. Since then they have remained stable. 

That shows results. It shows that, temporarily at least, we have really 
clamped on the brakes hard and that, so far, they are holding. 


OUR PRICING POLICY 


Sven with a freeze, some prices had to be permitted to rise. Increases in 
materials costs which were frozen only part way through the economic struc- 
ture must, in some instances, be permitted to pass through, especially if they 
eannot be reduced at the initial level. You will see that in wool clothing, partic- 
ularly. For there is no other way out. 

Clothing being made now for fall delivery is being woven out of wools cost- 
ing about twice as much as the same wool cost a year ago, when this year’s 
winter fabries were loomed. Obviously, next fall’s wool clothing cannot sell 
at last fall’s prices. 

But aside from a number of products like that in which a pass-through of 
some or all of the materials cost increases is inevitable, here is the general pic- 
ture and our general program on price control : 

As fast as the tremendous technical work can be accomplished, the general 
freeze is being translated into thousands of stable specific dollars-and-cents 
ceiling prices—that you will be able to find posted in your stores or on the 
merchandise itself. Other items, which do not lend themselves to dollars-and- 
cents ceilings, must be controlled under specially appropriate regulations, also 
calling for stable prices. 
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Underlying all of these orders and regulations and requirements is the basic 
absolute that the ceiling prices must be fair and equitable to both buyer and 
seller. 

And conforming with a policy like that is no cinch. 

Any government, even a totalitarian one, finds that imposing a system of price 
ceilings over virtually the entire economy is one of the most complex tasks 
it can undertake. In our case it is particularly difficult, because the United 
States is the largest free-trade area in the world. 

No matter how perfect we try to be in performing this task, we know that 
mistakes and miscalculations are bound to occur. And we know that those 
mistakes, no matter how well-intentioned, can cause dislocations. 

No one who believes as I do in the American free-enterprise system can under- 
take a responsibility like this lightly. We have no intention of wrecking the 
economy in the name of stabilizing it. That would be self-defeating. 

As long as we are flexible enough and honest enough to admit our mistakes, 
and correct them promptly, I think we can keep dislocation at a minimum. But 
at the same time, we all must realize that inflation is a worse consequence to 
the over-all economy and to everyone in it than could come from a positive pro- 
gram of action, even one which occasionally might go a little too far. 

Our administrative policy on prices has these goals: 

1. To stop the inflationary spiral and nail it down so that we can control all 
of the component parts of it. 

2. To roll back commodity prices wherever it is feasible to do so. 

8. To avoid interruption or dislocation of defense production. 

4. To move quickly to relieve hardship and inequities. 

5. To erack down—-hard—on chiselers, 

We have started out with a series of interim regulations setting up the stand- 
ards under which manufacturers, wholesalers, and retailers translate their frozen 
prices of last January into generally fair prices—fair to themselves, and fair 
to their customers. 

These standards will bring down prices in all of those instances where profits 
and margins were widened and prices increased before January 26 out of all 
proportion to actual cost increases. As we carry that systematic operation back 
through the various stages of production, as far as we can go, we will get them 
all in line in each field. And then it is our determination to hold them down, 
to hold them against the heavy pressures we know will arise when defense spend- 
ing really goes into high gear. 

The basic policy we have adopted and put into effect to govern future price in- 
creases will require greater absorption of cost increases all along the line. 

It is a tough policy. 

By and large, it provides that unless the profit levels of any particular in- 
dustry—not firm but industry—fall below 85 percent of the average of that 
industry’s three best years during the period 1946 to 1949, inclusive, we do not 
intend to permit cost increases to be reflected automatically in a general upward 
revision of that industry’s ceiling prices. 

As I said, this is not a soft policy. It is a hard one. But it is not a harsh 
one, 

We have developed these standards pretty much in accordance with Congress’ 
own thinking in drafting excess profits tax legislation. 

In putting our price policy into effect, first through interim regulations and 
then on a long-range basis, we are trying to tailor our requirements to the operat- 
ing practices end methods which have been developed by business over the years. 

Because of the vast complexity of this thing we call our economy, and because 
of the peculiarly distinctive business methods used by the various segments of it, 
developing a program of price control tailored to these differences takes time to 
devise, 

Mr. DiSalle and his assistants in the Office of Price Stabilization are giving 
it that time—not only the Government’s time of 8 hours a day but their own 
time as well, nearly all of their waking hours. I cannot speak too highly of 
the patrietic and unselfish job they are doing. 


BAW MATERIALS PRICES 


Our goal on prices, as I said, is to establish a line—a stabilized level—and then 
hold it. We hope to have roll-backs in a great many items, but we are not 


promising any general roll-backs to last June levels or to anything approaching 
them. 
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Trying to push all prices back to pre-Korea days would be like trying to push 
toothpaste back into a tube. We'd be expected to push wage rates and salaries 
back to pre-Korea days, and also corporation.and business profits. I don’t think 
it can be done. And I certainly doubt the wisdom of trying to do it. 

Except by the payment of subsidies we cannot substantially roll back the price 
of wool, for instance, because 70 percent of it comes from uncontrolled markets 
abroad. Vast quantities of copper, lead, zinc, tungsten, tin, rubber, manganese, 
bauxite, chrome, cobalt, nickel, cork, hides, to name some outstanding examples, 
also come from abroad. 

The best way we can control prices of those imperts is through international 
agreements to set prices or to allocate the available supplies among the free 
nations on an equitable basis—and thus prevent suicidal competition among 
those nations for the limited supplies. Fortunately, there is some encouraging 
progress being made in this direction through conferences which have been going 
on here in Washington and elsewhere. ; 

But we must certainly keep in mind a fact which was brought home to us at 
the recent conference of foreign ministers of the American nations here in Wash- 
ington. The economies of our Latin-American neighbors have also been hard 
hit by inflation in the cost of the things they have to import. They must get a 
fair price for their raw materials. There has to be a line of reason, of course, 
lest our inflation and theirs too both get worse. We're in this thing together. 

At the same time. tariff policies which unnecessarily raise the costs of those 
imports to us would appear to be worth critical review by the Congress at this 
time. I am happy to see the progress of legislation to suspend temporarily the 
copper tariff of 2 cents per pound, for we import 30 percent of our requirements 
of this metal from abroad. 

We similarly import huge quantities of zinc and lead and pay tariffs on them. 
And on virtually every pound of wool used in America—domestic as well as 
imported—there is an extra 25% cents in the price—per pound, that is—repre- 
senting the tariff. We use about half a billion pounds of it. 

Those are just some examples of cost factors price control must take into 
account but which price control is powerless to influence. 


FOOD PRICES AND PARITY 


While we're on the subject of commodity prices which cannot be held down 
merely by price-control powers, I want to go back to a field I referred to earlier— 
food prices. 

We do not have the power to keep most farm prices from rising. The reason, 
of course, is the parity provision of the Defense Production Act, which prohibits 
our setting price ceilings on any farm commodities below the highest level of 
May 24—June 24, or parity, whichever is higher. Milk gets even more protection, 
under a special clause. 

Of the 177 farm commodities for which parity prices are computed, about 144 
are selling at prices below parity levels. That means we cannot put ceilings on 
them which would reflect current prices. It means they must be permitted to 
rise from 2 to 67 percent at the farm level before they could be stopped momen- 
tarily. 

I use the word “momentarily” because, as you know, parity prices change 
every month, and if they continue to rise—then those ceilings would have to rise 
each month with the parity level. 

If all of the farm commodities now selling below parity should suddenly go 
up to the parity levels of April 15—the level at which we could now control 
them—the cost of food at retail would be up about 5 percent, adding about 214 
billions to the consumers’ food costs. The Consumers’ Price Index would be up 
1% to 2 percent. 

A 2-percent increase in that index would automatically mean about a 3-cents- 
an-hour pay increase to workers under escalator contracts, amounting to from 
$150 to $180 million a year. And it would automatically create a demand for 
cost of living-wage increases for everybody also. 

Now, I want to make it clear that what I am outlining here is what could 
happen as a result of this provision of the act, not what necessarily will happen. 
For instance, I cannot conceive of anything which would push the price of 
potatoes up to present parity levels short of a much, much worse general infla- 
tion than we have now, or short of a complete potato failure. And the same 
goes for some of the other below-parity commodities in the list. 
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Nevertheless, the fact remains that food prices generally can rise substantially 
over present levels and that we cannot stop them, due to this provision. And 
it is also true that if food prices did go up substantially, our whole stabilization 
program would be upset. 

Wages and other costs of production would go up; prices would go up; as a 
result the parity level would go up. As parity prices went up ceiling prices on 
food, under this provision, would have to go up some more—and off we'd go 
again. You can see what we could have here—the nearest thing to perpetual 
motion. 

Well, what, if anything, should we do about this? 

We can look at it strictly from a price-control standpoint—from a standpoint 
of putting into effect the lowest possible level of ceiling prices for food, and 
looking at it from that standpoint only, giving consideration to no other factor 
whatsoever, say “Remove it. Take it out of the act.” 

From an administrative standpoint elimination of the parity clause from the 
act would remove a lot of our headaches in drafting regulations on food and 
other farm products. It would enable us, too, to keep those foodstuffs which are 
now relatively low in price from going up, regardless of what might happen in 
the economy. 

On the other hand, are there equities in this situation which must be considered 
over and above the narrow confines of the most efficient kind of price control? 

I think there are—at least, right now. 

In a period of all-out war the situation might be different. We are not in such 
a period, and we are going into this whole mobilization effort on the hope that 
by building our strength we might avoid war. 

In a period of all-out war stabilization gradually veers to austerity, as it should. 

But right now, and looking at it from more than the price-control picture alone, 
I can see a lot of virtue in letting parity be a guide to price ceilings. I am willing 
to live with that. I am certainly willing to live with it long enough to give it 
a fair trial. 

I think there has been a lot of nonsense and a lot of deliberate distortion 
circulated about the parity concept as the cause of present prices of foods. I 
do not want to lend myself to those distortions. 

It is my firm conviction that, if we can stabilize other prices, there will be no 
pell-mell push on farm commodities now under parity. Stabilizing those other 
prices without fixed ceilings on foodstuffs is difficult, of course, but I'm willing 
to give it a try. 

The farmer will have to do his part by working hard and producing big. 
Leaving the parity provision in the act should give him all the incentive he 
could possibly want. 

If it doesn’t work—if ever higher food prices should follow, and if our whole 
stabilization program is threatened as a result, then I will certainly be back to 
see you again about food prices. 

In the meantime, however, we do need some minimum administrative machin- 
ery for preventing erratic fluctuations from month to month in ceilings on farm 
commodities as a result of the constant changes in parity prices resulting from 
the operation of the parity formula. 

In the price support program, for example, the dollars-and-cents level of 
support for every commodity covered is set out at the beginning of the crop year 
or season. Once it is set, it does not change for the season, regardless of the 
month-to-month ups and downs of parity. 

The farmer knows under that system exactly what the support price will be, 
and he can plan and plant accordingly. 

This is not referred to as “freezing parity” or anything of the sort. It is 
merely a practical, workable, fair means of making the support program stable. 

That’s how Congress said it should be done in price support. . Our proposal on 
this for price control is no more and no less than that. 

We want to be able to take a farm commodity and, based on parity levels at 
the start of the crop season, peg its ceiling price. And then have it stay there 
long enough to be a stable price in a stabilized economy. We want to do it on 
exactly the same basis as Congress directed the Department of Agriculture to 
do it in administering the price support program. 

It is a minimum tool if our food price ceilings are to be meaningful to the 
housewife when she goes into a grocery store to buy. Otherwise, the ceilings 
would have to change so frequently, prices would no sooner be posted than they 
would be out of date. 


83762—51—pt. 1——-34 
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OTHER PRICING TOOLS NEEDED 


In addition to some stability in the application of the parity requirements of 
the Defense Production Act—enough stability to allow us to operate under it 
with some meaning given to our posted ceiling prices on foods—we need several 
other tools on the pricing level to keep inflation from breaking out under the 
renewed pressures of defense spending. 

For one thing, we need stronger enforcement powers. 

Price control won’t work and can’t work if regulations are flouted. Most 
businessmen are honest, and most consumers are patriotic, but to expect normal 
honesty and normal patriotism to carry the burden of obtaining compliance with 
price-control regulations by all sellers and all buyers is, it seems to me, overly 
optimistic. 

The biggest incentive we could give to the honest businessman to keep his 
prices in line with ceilings is to demonstrate to him that the chiselers are not 
getting away with anything. The honest businessman doesn’t mind complying 
with fair regulations ; but he does mind—and he has every right to mind—seeing 
his competitor down the street getting away consistently with over-ceiling prices 
and under-the-counter deals. 

We intend to go after the chiselers and hit them hard, with everything we've 
got. But to do the most effective job of enforcement, we need one additional 
important weapon—licensing authority—and some improvements in the penalty 
provision of the act dealing with damages. 

Virtually everyone who has had the job of trying to control prices during pe- 
riods of emergency in this country—going back, certainly, as far as Herbert 
Hoover’s food program in 1917—has recognized the power to license as the back- 
bone of effective price control. 

It is the backbone of price control because it is the key to effective enforce- 
ment. 

Even in a period of all-out war, for instance in World War II, criminal pen- 
alties against violations were not as effective as they should have been. And 
fines, and even treble-damage judgments, were frequently regarded merely as 
“expenses” or “taxes” for making a continuing unlawful profit. 

But if a flagrant, continuous violator of the regulations knew he faced a possi- 
ble suspension of his license to sell particular commodities, he wouldn't be nearly 
so cavalier about it. In World War II this was an extremely useful enforcement 
weapon for price control. We should have that weapon on the books now. 


DAMAGES 


As I said, the treble-damage penalty against violators is not by itself a com- 
plete defense against chiselers, but in the way it is now written into the act, 
it is no defense at all against really big-time cheaters—big operators. 

The act carries a limitation of $10,000 in the size of damages which could be 
collected over and above the return of the actual amount of the overcharge. 
That means that a violator whose overcharge amounted to hundreds of thousands 
of dollars could be required to pay only the same $10,000 maximum penalty as 
one whose overcharge amounted to $3,333. 

You can see what that amounts to as an invitation to try to get away with 
really big pickings. The greater the degree of the crime, in this instance, the 
less the penalty acts as a deterrent. This limitation should be removed. 

That brings me to the last important change—other than some of a purely 
legal or administrative nature—which we are recommending in the act. 


SUBSIDIES 


Cost-of-living subsidies were used extensively during World War II as a de- 
vice for holding down consumer prices. We are not asking for this type of 
subsidy for our present pricing program. 

The President stated in his message that if the cost of food should rise suffi- 
ciently to endanger our stabilization program, then consideration may have to 
be given a legislation authorizing the use of cost-of-living subsidies. 

In the meantime, however, the present Defense Production Act does provide 
subsidy authority on raw materials in connection primarily with the production 
and supply of scarce or important items needed in the mobilization program. 

These provisions of the act were written into the legislation before Congress 
added the price-stabilization title. Consequently, they were not developed 
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originally in the context of a price-control program. As a result, some changes 
are required to make them more adaptable to an interrelated production- 
stabilization program. 

The Economic Stabilization Agency does not have jurisdiction over the sub- 
sidy provisions of the act, but we are vitally interested in operations under them 
because of the close relationship between the price structure and the availability 
of necessary defense items. 

Several amendments which have been proposed to the act to make the sub- 
sidy authority broader and more flexible have our complete endorsement and 
we are anxious to see them adopted. 

These amendments will make it possible for the Government agencies which 
do administer the subsidies to do a better job of carrying out the original ob- 
jectives of Cengress in this regard, and, at the same time, fitting their policy 
into the requirements of over-all price stabilization. 

We want to be able to prevent erratic increases in the price structure while 
bringing out vitally needed production and supply. The present subsidy powers 
of the act are useful in that regard—as far as they go. 


OUR WAGE STABILIZATION PROGRAM 


Simultaneously with the freezing of prices on January 26, we also froze 
wages, salaries, and other forms of compensation at the levels of the previous 
day. The act required simultaneous action, on the principle that you can’t keep 
prices down if wages are shooting up. 

As in the case of the price freeze, the wage order was strictly an emergency 
measure. A solid freeze on wages as of any certain date is not a practical 
anti-inflation policy over any period of time. 

When you're dealing with prices, you’re dealing generally with things. Wage 
control is d‘fferent. Labor is not a commodity. You're dealing there with one 
of the most fundamental relationships in our society—the relationship of a man 
to his job. You're dealing there with people rather than with things. 

Under price control, business still retains a whole lot of economic initiative. 
It can be argued that under wage control the individual worker in our society 
also retains a similar degree of mobility and economic initiative, but as a 
practieal fact it doesn’t work out that way. 

The individual worker on a wage or salary often places such immense im- 
portance on his seniority and job security that he is psychologically unable to 
take advantage of all of the mobility he might actually possess. 

Therefore, when you fix his wage, you are, for all practical purposes, fixing 
his income too. The opportunity to work longer hours—and thus add to his 
income—is not usually within his power to control. The only other way he can 
add to his fixed income is to change jobs—and that raises the big question of 
manpower stability for essential defense production. 

There are so many human aspects to this situation of wage control that set 
it off from price control problems that a special, tailor-made approach must be 
made to wage stabilization. 

That’s why, when it came to setting up machinery for carrying out the pro- 
visions of the stabilization title of the act, the President created within ESA a 
tripartite Wage Stabilization Board of nine members—three each from labor, 
management, and the public. 

When the freeze order was issued, this Wage Stabilization Board was faced 
with an immediate policy determination. It was this: 

Should wage rates agreed upon long before prices began to rise remain frozen 
indefinitely? In other words, a wage contract negotiated in February or 
March 1950, er perhaps much earlier than that, and still in effect on January 
25, 1951—the freeze date—had held wage rates in that particular firm to pre- 
Korea levels. A flat freeze would require that any new contract under nego- 
tiation would have to continue those same wage levels as ceilings. 

Yet other union contracts, negotiated in the latter part of 1950 or up to Janu- 
ary 25, had, by and large, obtained substantial wage concessions, from manage- 
ment. So, some workers would be earning wages reflecting post-Korea economic 
conditions; others would be earning wages based on pre-Korea conditions. Was 
that fair? 

The Board decided it was not. So it began working on a formula to remedy 
the situation. 

As a starter, a majority of the Board, with the three industry members dis- 
senting, agreed to a 15-day grace period after January 26, during which new 
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contracts could go into effect, providing they were agreed upon prior to 
January 26. 

Then it tackled the problem of establishing a formula governing contracts still 
in the negotiation stage and those which would come up for negotiation later. 

It decided there should be a “catch-up” provision. But when it came to setting 
the actual percentage to be permitted, it had these problems: 

1. How much of an increase should be allowed? 

2. Should it be from June 25 or from some other date? 

3. What about the so-called fringe benefits such as health and welfare and 
pension plans? Should they be figured into the-allowable adjustment or per- 
mitted to be paid outside the formula? om 

4. What about cost-of-living escalator and annual productivity improvement 
clauses? 

A majority of the Board, with the three labor members dissenting, decided 
the base date should be January 15, 1950. It further set the ceiling on increases 
over that date in all new wage agreements at 10 percent—including any cost-of- 
living escalator benefits already received and any new fringe benefits which may 
be negotiated. 

The Board majority which took this position indicated its intention of review- 
ing the 10-percent formula prior to July 1 in the light of any subsequent changes 
in the cost of living. And it announced it would continue studying the whole 
question of health and welfare pension programs. 

The labor members of the Board nevertheless withdrew from it entirely, in 
protest over the decisions. 

I accepted the recommendations of the Board majority and issued them in 
regulation form, but, at the same time, urged immediate reconsideration and 
modification of some phases of it. 

The labor members, however, refused to return to the Board and so it could 
not function, and the modifications I suggested in the formula were not made. 

There were, as you know, many factors involved in labor's withdrawal besides 
the disagreement over the terms of the catch-up formula. One of the most 
significant issues in their list of complaints was the fact that the Board had 
no clear-cut jurisdiction over disputes. 

Management took the position that other than settling disputes arising out 
of its own decisions, the Wage Stabilization Board should not get into this field. 

For the next 2 months, I worked day and night to try to bring harmony out of 
this discord, to get an agreement. 

I won’t review the step-by-step developments in that long stalemate, because 
the important thing now is the fact that we do have a Wage Stabilization Board 
back in operation—that it has a definite assignment with respect to labor dis- 
putes—and that management, labor, and the public are jointly participating once 
again in the determination of wage policy. 


STABILIZING WAGES DURING THE INTERIM PERIOD 


Before the original Board ceased operating, it adopted several important policies 
which remained in effect thereafter. 

In order to prevent the general freeze on wages from completely disrupting 
the normal operation of wage and salary systems, the Board, in General Wage 
Regulation No. 5, provided for reasonable flexibility in day-to-day changes in 
internal wage matters, such as promotions, transfers, rating of new jobs, and 
merit and length of service increases. 

It also removed from detailed administrative control by this Agency the 
wages and salaries of persons employed by State and local governments and 
by nonprofit institutions. 

And it also announced that increases required under minimum wage laws ceuld 
be put into effect without prior aproval from the Wage Stabilization Board. 

These decisions, and the one I mentioned earlier under which contracts 
negotiated before the freeze could be put into operation during the 15-day grace 
period afterward, established a policy pattern which I felt safe in extending some- 
what in connection with several urgent problems which came up after the Board 
had ceased functioning, 

The most important of these, probably, ir.volved the allowability of the cost- 
of-living escalator adjustments in contracts in existence or agreed to before 
January 25. Since there was no board to act on these matters, and since the 
consumers price index had gone up enough to provide for automatic increases 
in these agreements, I issued a regulation to continue escalation machinery until 
June 30. 
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This was a purely temporary action to maintain an interim policy until a 
reconstituted board could pass on the whole question of escalation. 

It was also necessary to have a definite policy on the so-called tandem 
situations where various groups of workers historically have their wages linked 
to other groups which set the pattern in the same plant or industry, and I issued 
a regulation permitting the completion of tandem adjustments in process at the 
time of the freeze. 

Other special problems which had to be dealt with in the absence of a board 
concerned the establishment of wage schedules for new plants—particularly in 
new defense plants where delays would be harmful to the mabilization program. 
And so, once again, I issued an interim regulation. 

By and large, however, it is—as it was then—my sincere conviction that 
effective and fair wage stabilization policy can best be developed by a tripartite 
board, within the limitations, of course, of the over-all stabilization program. 


WHAT WAGE STABILIZATION MUST DO 


At the time I signed Wage Regulation No. 6—the regulation which prompted 
the labor members to withdraw from the Board—I pointed out in a letter to 
Cyrus 8. Ching, Wage Stabilization Board Chairman, that: 

“Tt is obvious that wage problems are too numerous and too different to try to 
cover with the blanket of one formula, or two, or six. A step-by-step approach 
that recognizes these complexities is the better and fairer way to develop equi- 
table and workable wage standards in baiance with the whole objectives of 
economic stabilization.” 

If we had a wage policy which was an arbitrary strait-jacket imposed on the 
industrial economy, and which did not take into account the dynamic changes 
which are occurring all the time in our employment force as well as in our 
economy as 4 whole, it would collapse of its own weight. 

There must be a clear-cut policy determination on the place of health and 
welfare and pension plans because these plans have been assuming greater and 
greater importance each year in bargaining negotiations. 

And there must be a clear-cut policy, too, on hardship and inequity cases, for 
we have them with us all the time and we can’t settle them merely by shutting 
our eyes to them. 

There are many complex problems in wage stabilization which our new 
18-member Board is facing up to. The Nation is fortunate in having at its serv- 
ice in this emergency outstanding men of the type on this Board—taking on a 
thankless but vitally necessary job in which every ounce of their patience and 
understanding will be required. We are fortunate in having as the Chairman of 
this Board, Dr. George W. Taylor, one of America’s great authorities in this field. 


RENT CONTROL AND STABILIZATION 


In the preceding pages of this report, I have outlined our program in the 
Economie Stabilization Agency for stabilizing prices and wages. Rent control is 
not presently under the jurisdiction of this Agency, but under the proposed 
amendments to the Defense Production Act it would be placed under ESA. 

Since rent is a very important phase of the stabilization problem, we have 
been keeping on eye on this issue right along, and, in fact, at Defense Mobilizer 
Charles E. Wilson’s request, the Office of the Housing Expediter has been consult- 
ing us on all major policy matters in rent control. 

All of the rent-control laws which have been passed since 1946 have been 
decontrol laws—speeding the day when rental housing would win its way back 
to a free market. 

Now, we are back in the economic-controls area again, but rent is the one major 
cost-of-living item which, generally speaking, is left free. Only 6,750,000 dwell- 
ing units were under the Federal control act of March 1, 1951, as against 
16,000,000 units at the peak of World War IT control. 

More than 7,000,000 units were decontrolled in the preceding 2 years. 

Now, I think we all realize that rent stabilization is a vital part of economic 
Stabilization. Rising rents can do more than any other single item, with the 
possible exception of food, to spark demands for higher wages, and thus for 
higher prices. 

Let me cast this in a different way to point up the vacuum that the lack of 
effective rent control gives us in the stabilization picture. 
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Suppose the price-control law had a provision in it that any commodity which 
was not physically on the market on February 1, 1947, cannot be put under price 
control. 

Suppose it said further that for those commodities which were on the market 
in February 1947 there could be price controls as long as the various cities of the 
country passed resolutions or ordinances permitting us to control prices in those 
cities. 

And suppose any State could enact a bill to eliminate Federal price control 
within its borders. 

We wouldn’t have much of a price-control program, you can be sure. 

Yet that’s the situation in rent control. From the standpoint of national eco- 
nomic stabilization, we have no effective rent-control law. 

The steady relaxation of rent control since 1946 reflected a desire by Congress 
to give to the owners of rental property continuing hope that they, too, would 
soon be as free as the rest of the economy. 

Now, however, we are taking the rest of the economy—all of it—and putting 
it back under tight controls. But we are still operating under a rent-decontro! 
law—under one which says, in fact, that once a locality is decontrolled, it cannot 
be pushed back under control. 

Consequently, the vast majority of housing units in the Nation are not only 
now free of rent controls but, under law, safe against the imposition or reimposi- 
tion of any rent regulations: 

Briefly, that means— 

1. That no matter how high rents go in those areas they cannot be pegged, 
and, in many areas, particularly around reactivated defense and military centers, 
they are soaring. 

2. Wage controls must be relaxed to provide for higher rents, if we are not 
going to be able to control rents. 

3. Higher wages inevitably means higher prices and another round of dog- 
chasing-tail inflation. 

4. Even if wages are allowed to go up enough to compensate for rent increases— 
in areas of congestion, of heavy recruitment of workers, and of expansion of 
military installations—unrestricted rent increases will cause not only personal 
hardship but a terrific turn-over of labor; a terrific dislocation of production ; 
a terrific blow to morale. We've had signs of that already. 

Rent inflation will not even serve the purpose of spurring additional housing 
construction. Normally it might, but in the coming period we'll be lucky to 
maintain any substantial part of the record-breaking housing boom we've had in 
recent years. The reason, of course, will be in the availability of materials. 

Obviously, if we are to have a completely rounded, completely integrated, sen- 
sible economic-stabilization program, rents must be included. 

We must also cover in commercial rents. Just as rent is a very important 
factor in the cost-of-living budget of the average worker, so it is also important 
in the merchant's cost of doing business. 

You want us to hold down prices, and it is our determination to hold them 
down. You don’t want us to let the speculator get away with unconscionable 
price boosts resulting from his good fortune in owning scarce and vital goods. 

The fact is, gentlemen, that if we’re going to stabilize, we’ve got to stabilize 
the costs of doing business as well as the prices charged by business. Commer- 
cial rents are major-cost factors in doing business, particularly for hundreds of 
thousands of small-business enterprises throughout the country. We should give 
them the safeguard of rent control. 


THE OUTLOOK 


Stabilization is a five-syllable word which means, simply, saving the American 
dollar. 

The dollar is in danger today for the same reason all of us are in danger— 
for the same reason that our Nation and our way of life are in danger. Com- 
munism is out te conquer and enslave the world. 

If communism can seize the free nations without war, it will do so. It will 
never stop trying. But communism learned in the past few years that it’s no 
longer a push-over to infiltrate and demoralize nations which, with our help, 
have been getting back on their feet. 

So, communism finally tried a little war—in Korea. That was to be a push- 
over, too—a weak little nation tasting its first bit of political freedom in genera- 
tions. If Korea had fallen without anything more than some pious protests 
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from the rest of the world, then there probably would have been a lot of other 
Koreas—a steady pattern of them—in rapid order. I think we all agree on that. 

We still don’t know how far the Communist world conspiracy will go to 
achieve its aims of conquest and enslavement. We can only hope the Commu- 
nists will see the insanity of using war as their instrument. 

Each day, as we get stronger, the insanity of using war against us should be 
more obvious to them. The aggressor’s customary advantage of overwhelming 
strength against weakness will have disappeared. 

Without that advantage, will communism dare move anyhow? I doubt it. 
None of us can be sure, but I doubt it. 


But in the meantime, we must get safely through the dangerous days and 
months immediately ahead, while we translate our program from goods on order 
to strength in being. The sledgehammer blows that this program will deliver 


to our civilian economy can be sustained only through the help of strong controls 
to prevent inflation. 


Just as mobilization is our best insurance against war, so a sound dollar, in 
a stabilized American economy, is the best. insurance we could have that our 
mobilization program will succeed. 

Let’s not let our insurance lapse. 

That means: Let’s not let our dollar go down without a fight. 

Mr. Jounston. Thank you very much, Mr. Chairman. 

I personally feel that the next few years may be the most important 
years in the history of civilized man. We are trying to avoid a world 
war. Whether we will be successful I do not know, but should another 
world war occur, I think that it would be catastrophic beyond any 
measure that we can conceive of today. 

We, in the free world, have build up a standard of living which is 
extremely high. 

We have been able in the free world fairly well to abolish starva- 
tion and poverty. We have medical attention for the people, free 
education in almost all of the free world. We have been able to 
have freedom along with Government of law and order. We have a 
standard of living such as the world has never seen, or even dreamed 
of years ago. 

Were Russia to win such a struggle, undoubtedly all of this would 
be reversed, and the people of the world would be peons and slaves 
to a few. It is therefore essential for us to rearm, and to remain 
strong. 

As you gentlemen may know, I have been in the Soviet Union on 
two occasions, once as the guest of the Soviet Union, when I spent 9 
weeks traveling extensively from the Baltic to eastern Siberia, and 
from the north down to the central Asiatic republics in the south. I 
was allowed to go any place I wished. I talked with Stalin, and mem- 
bers of the Politburo. I was there again less than 2 years ago, when 
I had similar experiences, with opportunity to see much of the Soviet 
Union. There is no question in my mind that Russia is in an ex- 
pansionist mood. There is nothing particularly new about that. 
Russia was in an expansionist mood under the Czars. They pushed, 
in the last 250 years, from the small Duchy of Moscovy to a vast 
empire controlling much of the land mass of Europe and Asia. 

I think the Russians are still in an expansionist mood, and when you 
combine that with the atheistic and materialistic religion called com- 
munism, you have.a very strong force. I think the only thing those in 
the Kremlin respect is physical force, the only thing any gangster 
respects whether domestic or internation. Therefore, we must rearm. 

I believe that is the decision of the American people. It is not a 
decision made in Washington. I think it is the decision of 150,- 
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000,000 American people, that you cannot talk turkey to communism 
with a feather duster. 

If that is true, and I think it was brought home to us as true at 
the time of Korea, it is essential we rearm as soon as practical and 
possible. We started to rearm upon an already full employment 
economy, an economy with very little slack. Since Korea, the real 
inflationary pressures up to this date have not been great. The in- 
flation that has occurred has been primarily due to fear-buying—to 
buying things which might be regarded as necessary and which might 
not be available in case there were all-out war—and also to specula- 
tion, hoarding of inventories, and so forth. 

Bank credit, as I will show you by charts in a few moments, has 
increased $9 billion since Korea, 18 percent; installment credit has 
increased more than 24 percent. 

As the inflation developed, we talked a good deal about freezing 
prices and wages. Prices were leap-frogging over each other to get 
higher, and so were wages, and 48 hours after I took office as Economic 
Stabilizer, it seemed absolutely necessary to me to freeze both prices 
and wages. 

I would like to give you a moment my philosophy of controls. I do 
not like controls. I certainly do not like direct controls. I do not 
think that a few people in Washington, irrespective of how clever 
they may be, or how intelligent they may be, can possibly substitute 
their judgments for the millions and millions of entrepreneurial de- 
cisions made by millions of Americans across this country every day. 
But there are times when it is essential to take medicine even though 
you do not like it, and I think this is one of those times when we must 
take medicine in order to avoid something that might be even more 
distasteful. 

Mobilization and stabilization, in my opinion, must go hand in hand. 
I do not think you can have one without the other. 

If we are going to rearm—and it is a must; I am sure that it is— 
we must stabilize prices. You gentlemen know how military equip- 
ment prices have increased since Korea. I need only give you a few 
illustrations. PS 

Army boots, that cost $5.92 a pair before Korea, cost last month 
$10.71 a pair. We ordered several million pairs of them. 

An antiaircraft gun that cost $160,000 before Korea, last month 
cost $250,000. 

A Garand M-1 rifle which is the basic weapon every infantryman 
must have, before Korea cost $41; last month it cost $64. A type of 
ground cable which is absolutely essential for ground troops in com- 
munication has gone up over 600 percent since Korea. 

Senator Carrnart. What was the reason for that? 

Mr. Jounsron. Increases in the cost of raw materials, and increase 
in the cost of labor. 

Senator Brenton. Is there some rare raw material in it? 

Mr. Jounston. I do not know, Senator, but I assume there probably 
is some material that is not easy to get. 

Rubber has gone up, as you know, from 16 cents a pound to 87 cents, 
and copper has gone up, and other materials have gone up. 

; Senator Moopy. Mr. Johnston, have you checked that rise in your 
reeze { 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 531 


Mr. Jonnstron. That rise has not been since the freeze, that was 
prior to the freeze. 

Senator Moony. You checked it with the freeze ? 

Mr. Jounston. Yes. 

It is essential, it seems to me, that we stabilize the economy, if for 
no other reason than to keep down the cost of the things the Govern- 
ment must have for rearmament. I do not think that we could pass 
tax bills fast enough—that you gentlemen could pass them fast 
enough—to have a balanced budget if prices of things that the mili- 
tary is buying were to continue to rise as they rose prior to the freeze. 

s you know, most of the defense contracts being let at the present 
time are negotiated contracts that are being let at the present time. 

A year ago we were letting contracts, as probably Mr. Wilson has 
told you, at the rate of about $600 million a month. We are letting 
contracts now for the hardware of war at the rate of slightly less than 
$5 billion a month. We were spending, last fall, at the rate of $12 
or $13 billion a year, annual rate, for the hardware of war. We will 
spend by the fall of this year at the annual rate of about $50 billion 
a year for the hardware of war. 

I will show you by charts the tremendous increase in national in- 
come. It was running at the first quarter of this year at the rate of 
bout $264 billion annually. It will run, we estimate, by the first 
quarter of next year, at the rate of about $301 or $302 billion annually, 
an inerease of about $37 billion a year. 

Now, this $37 billion could be absorbed, were you to pass a tax law 
of about $16 billion, and if we could increase savings to the extent of 
about 21% times as fast as they were formed in 1950. I have doubts 
that either of these will be done, so there will be tremendous infla- 
tionary pressures because of the rearmament. 

Let me translate inflation into terms of consumer purchasing power. 
For every rise of 1 percent in the cost of living there is a rise of about 
$2 billion in the cost of the things that the American people buy for 
their own use. The cost of living, since Korea, has gone up, to this 
moment, approximately 10 percent, so there has been an increase in 
the cost of the things which the people buy for their own use of about 
$20 billion since Korea. This is a hidden tax, it is the same as though 
there were a sales tax or an income tax. It is a hidden tax upon the 
American people. We must make every effort to prevent this kind 
of tax increase—the kind that taxes the Government too—from occur- 
ring in the future. 

Senator Carenart. Did we not know that when the war broke out 
in Korea that would happen ? 

Mr. Jounston. I see no reason why we should net have known it. 
Many of us predicted that that is what would occur, and it seems to 
me that wages and prices should have been frozen then, but they were 
not for many reasons. 

You gentlemen passed the Defense Act of 1950, passed it in the 
Senate by a voice vote. The agency tried the voluntary method 

Senator Carenarr. I think the record ought to show that we had to 
force title IV into the bill, which is the title that controls wages and 
prices, that it was never recommended by the administration. © 

Mr, Jounston. I understand that is true, sir. 

Senator Carnnart. They fought it, and we forced it into the bill. 
It was not in the bill originally when it came to us. I think the record 
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ought to show that some of us offered amendments to the bill, and tried 
to freeze all prices and wages as of mid-June just exactly as you did in 
January after the $20 billion that you just described, had increased. 

Mr. Jounston. That is as I understand it. That is before my time, 
but I believe that is correct. 

The pressures for increases in wages, as an illustration, are terrific, 
and these pressures are not alone from labor. They come from 
management as well. The last that I heard, which was last week, there 
were 1,250 cases before the Wage Stabilization Board requesting wage 
increases which would break the permissive ceiling, and all of them 
had been joined in by management as well as labor in each firm 
involved. 

Senator Bricker. Is that not the trouble with any wage stabiliza- 
tion board? Labor and management get together, and the public pays 
the bill. A tripartite board never can be effective in the protection of 
the public interest, especially when you have pressure markets like you 
have at the present time, and a demand for goods greater than the 


supply. 

Se Vivienne: Senator, much as I value your opinion, I really do 
not think that is correct. The old War Labor Board did not prove 
that that was correct. 

Senator Bricker. I think it did prove it. 

Mr. Jounston. I think there were only two instances, very minor 
ones, in which the management and labor members of the Board 
joined against the public members to vote for a wage increase. 

Senator Bricker. Are they not joining at the present time? 

Mr. Jounston. Management and labor are doing so in the plants 
involved, but I do not think management and labor will on a wage- 
stabilization board. I doubt that very much. The employers—many 
of the employers who decry wage increases in general—join in a wage 
increase for their own particular people for two reasons. 

Senator Bricker. Against everybody else. 

Mr. Jounsron. To get a little preferred position at the starting 
post; to keep labor which might normally go to other plants if they 
did not raise the wages, and perhaps because it is the easiest thing to 
do to agree and “pass the buck” to somebody else thinking they can get 
a price increase. 

Senator Bricker. And the so-called public members are outvoted ? 

Mr. Jounston. No, Senator, really, I do not think that is correct. 

Senator Bricker. I hope it is not. 

Mr. Jonnston. Well, I really do not think it is, Senator. Let me 
show you, for instance, what the great pressures are for wage increases. 
As you know, at the time prices and wages were frozen, there had been 
about 21%4 million workers in America who had received wage in- 
creases of 10 percent or more—only about 214 million—and where 
were they? Primarily in steel, coal, aluminum, motors and aircraft. 
Those are the defense industries, and I think the pressures on defense 
industries, under the law of supply and demand, would be terrific were 
there not wage controls. 

Senator Bricker. I agree with you on that. I agree with you 
entirely on that, as to the effectiveness of the program—— 

Mr. Jounston. I am not critical of labor trying to get all the law of 
supply and demand will bear under the circumstances. Their skills 
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are needed in the defense effort, and I am not critical of them for try- 
ing to get all oy can, or of management, but all I am saying is you 
need these controls over a temporary period. 

I must say also I do not think these controls will be effective over 
a projected period unless they are erected upon the solid foundation 
of a balanced budget, on sound anti-inflationary credit policies, upon 
efficiency and economy in government—local, State, and National, upon 
increased production, and upon increased savings. 

Senator Bricker. I have your statement here in which you empha- 
size the need for Government economy and a balanced budget. Is 
anything being done along that line to cut the cost of Government, and 
what is 1t? 

Mr. Jounston. Senator, I cannot answer you on that, because that 
is out of my bailiwick. 

Senator Bricker. I would like to find somebody that could. 

On page 17, “Nonessential consumption and waste by Government, 
business and individuals must be eliminated.” I know we are all 
agreed on that, but what is being done on it? 

Mr. Jounston. Well, I think you will have to ask that of others 
who prepare the budget. 

Senator Scnorrren. Mr. Johnston, you say you do not have any 
objection to labor and these business people getting up to the post and 
starting off in a preferred position. What do you say about the agri- 
cultural people who are expected to take a roll-back, and coming 
August 1 and October 1, taking a slack off on this thing? 

Mr. Jounstron. I did not say I had no objection. I said I was not 
critical of people who tried to get a preferred position at the starting 
post, but it is my job to see they do not. 

Senator ScuorrreL. What about agriculture getting the same start? 

Mr, Jonnston. I am sympathetic to agricultural people, and agri- 
cultural prices have gone up since Korea, so has parity from 96 to 111. 

Senator Scuorrren. And there is an attempt on the part of some of 
your agencies to freeze parity ? 

Mr. Jounston. No, sir; we do not want to freeze parity. 

Senator Scnorrren. Some of your colleagues do? 

Mr. Jounston. No, sir; we want to stabilize the parity prices for 
each commodity for a single crop season at a time for ceiling price 
designation only ; we do not want to freeze parity. 

Senator Scuorrren. I do not think that stabilization is very prac- 
tical when the dollars and cents angle is figured, sir. 

Mr. Jounston. We have the same pressures on prices that we have 
on wages, and it has also seemed advisable to try to stabilize prices 
as well as wages. 

I might say in conclusion, gentlemen, that I think what we do in 
the United States has a profound effect upon the stability of the entire 
world. As you gentlemen know, we are by far the largest users of raw 
materials in the world. We use prodigious amounts of these raw 
materials. We used before the war about 38 percent of the newsprint, 
and we use today about 62 percent of all the newsprint made in the 
free world. We use about 50 percent of all the nonferrous metals 
produced in the free world. We use about 64 percent of all the coffee 
produced in the world, and so forth. So what we do in the United 
States has a tremendous effect upon the stability of the world. I feel 
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that the billions of dollars we have given abroad since the termination 
of World War Ii—about $40,000,000,000—would be wasted in large 
-measure were we in the United States to permit an inflationary spree 
which would start a further inflationary spree in other countries 
throughout the world. 

As you know it has been my pleasure or duty to have traveled in 
much of the world as well as in the United States, and the two things 
which other countries fear more than anything else are war and in- 
flation. And if America cannot be stable, it is certain that the other 
free nations of the world cannot, be stable. If there is a continued 
widening disparity in the standard of living between the people in the 
United States and those people in other free countries of the world, it 
would be extremely difficult to maintain friendship with these other 
peoples of the forld, in my opinion. 

The Cuamman. There has always been a disparity. 

Mr. Jonnston. I say if it continues, if it increases. 

The Carman. There has been a disparity and always has been a 
disparity, with the natural resources we have, as compared with 
some country whose natural resources have been worn out or used 
up over generations and generations before America was even 
discovered, 

Mr. Jounsron. That is true, Senator. I merely say if the disparity 
continues to increase it is difficult. 

Senator Bricker. What has been the increased production capacity 
in this country since the end of the World War? 

Mr. Jounsron. I really don’t know, Senator. My chief economist 
says about 25 percent; I don’t know. 

Senator Bricker. It has been 28 percent in European countries; 
hasn’t it? 

Mr. Jounston. Thirty-three, I think, Senator. I believe that is 
right. 

Senator Carenarr. Mr. Johnston, this committee passed the De- 
fense Production Act last September. We started hearing shortly 
after the Korean War started. We forced title IV into “the bill. 
That was the one that controlled prices and wages. It was not asked 
for by the administration at that time; in fact, they were opposed 
to it. 

The committee reported the bill and the Congress passed it. It has 
been in effect now since last September 8, I think. It expires on 
June 30. It gives the administration the right to control prices and 
wages, to control credit, and to do certain other things. 

What changes do you think ought to be made in that bill? It is 
going to expire in about 6 weeks. 

Mr. Jounston. That is right, Senator. The changes which we 
have requested are incorporated in the bill before you gentlemen now, 
and I think you are familiar with the changes requested. There are 
a number of changes, merely 

The Cuarman. Would you mind explaining why we ought to 
make those changes? For instance, why should everybody be 
licensed? Why should we put rents on commercial buildings? If 
you wouldn’t mind commenting on that, I would appreciate it. Why 
should we control all of the future markets, commodity markets, when 
the Joint Committee on the Economic Report found that didn’t make 
any appreciable difference on inflation ? 
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When you say “consumer credit expands tremendously,” I believe 
you said it was 9 billion, was it? 

Mr. Jounston. Commercial credit. Consumer credit is up 24 per- 
cent. 

The Cuarrman. Why put in regulation X? You must have got 
some good out of the bill; I think you will admit that. Why should 
we change the bill if, as you say, things have stabilized / 

Do you think the economy has stabilized ? 

Mr. Jounston. Wholesale prices have held remarkably steady for 
the last 11 weeks. There has been little rise in the cost of living in 
the last month and a half to 2 months. 

The Cuamman. Why change the bill? I think more should have 
been done last fall. I wouldn’t have worked nights here week after 
week if I hadn’t thought they were going to put it into effect. 

Why should we change the bill if things have leveled off now after 
the short time you have been here—only since February ? 

Mr. Jonnston. It was on January 24 I came in. 

Senator Caremart. You are recommending changes in this bill, 
You are recommending the control of commercial rent, something we 
do not have at the moment; you are recommending licensing all busi- 
ness, something we do not have at the moment. You are recommend- 
ing that parity be set 1 year in advance for the marketing season. 
What else are you recommending ¢ 

Mr. Jounston. Well, let’s take them one at a time, Senator. 

Senator CaprHart. Let’s take the ones that change the bill in prin- 
ciple. 

Mr. Jounston. Many of these are not my recommendations, but 
they are recommendations made by the Office of Defense Mobilization. 
Our office, of course—our legal department and our economic depart- 
ment—cooperated with Mr. Wilson’s office in the preparation of the 
amendments. 

Senator Capenart. I would say that your department, which is 
prices and wages, has recommended the licensing of all businesses, for 
one thing, and you have recommended the change in setting parity 
from month to month, or whatever period they do set it for, to 1 year. 

Now, are they the only two changes that emanate from your De- 
partment ? . 

Mr. Jonnston. There are other minor changes. All of these changes 
are merely trying to improve the tools that you have given us to try 
to stabilize. 

Senator Bricker. The licensing provision is for purposes of en- 
forcement. 

Mr. Jounston. That is right. 

Senator Bricker. What are the subsidy changes? 

Mr. Jounston. The changes on parity are merely a stabilization of 
the parity prices at the beginning 

The Cuarrman. Mr. Johnston, we know that. If you are going to 
freeze everything and everything has leveled off, parity can’t change. 
There is nothing to that recommendation, if I may say so. 

If you hold the line on prices, parity can’t change. 

Senator Carruart. Is that correct? 

Mr. Jounston. Parity does not change if you hold the farmer’s cost 
of living, and his costs of production—including the costs of some of 
the things farmers sell as well as buy. 





536 “DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


The Cuarrman. Of course. 

Mr. Jounston. The only difficulty is, if there is a change in the 
cost of living, it is necessary, of course, to continue to change ceiling 
prices constantly with the shifts back and forth month to month in 
. the parity prices of each commodity, because the parity prices fluc- 
tuate so much. 

The Cuamman. Mr. Johnston, they always have. I have been deal- 
ing with parity-—— : 

r. JoHNsTON. We haven’t had wage and price controls. 

The Cuamman. But you have declines in the market, and parity 
has gone down. I have seen it go down, down, down, as prices have 
gone up, up, up. If prices go up, parity should go up. 

The trouble with the farmer is he is a month behind the others. 

Mr. Jounston. Labor says they are a month behind the others in 
their escalator clauses. 

Senator Bricker. I think I am in substance stating your position: 
that wage and price controls are only treating symptoms, necessary 
because of unusual conditions; that the real controls would have to 
be in the control of credit, in the monetary inflation, the monetization 
of debt, and the various other things, cutting cost of Government, 
cutting out nonessentials. 

If those things were done, wage and price controls would not be 
necessary. 

Now, wherein have we failed to do the things that are necessary, 
the basic things that are necessary to relieve the pressure for price 
and wage controls, and what can be done now, basically, to treat the 
real causes of this difficulty, rather than the symptoms? 

Mr. Jounston. Senator, as I said a few moments ago, first we need 
a balanced budget, or nearly balanced budget. 

Senator Bricker. Through more taxes 

Mr. Jounston. Right. ill we have such a balanced budget in 
the 1952 fiscal year beginning July 1951, and will we have such a 
balanced budget in the fiscal year 1953? S 
gent credit controls. 

The CuarrMan. More stringent than we have now? 

Mr. Jonnston. In my opinion, yes. 

The Cuatrman. That is what the Federal Reserve Board is work- 
ing on and Mr. Wilson’s conimittee will report soon. 

fr. Jounston. That is right. 

The Cuamman. That is going to be ready next week, or some time 
this week. 

Mr. Jounston. I understand that is true. 

The Cuarrman. What is your latest information on that; will it be 
ready this week ? 

Mr. Jounston. I would say next week, Senator. 

The Cuamman. While we are listening to you, and we appreciate 
your rey, this whole thing is going to change if, as you sug- 
gest—and as Senator Bricker brought out—this new restriction of 
credit, which is going to be the heart of the whole thing, is very much 
changed from what little restrictions we have under Regulation p.4 
and Regulation W. 

Senator Carenart. Are these changes to be made by regulation, 
or by new law or amendments to the law ¢ 


econd, we need very strin- 
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Mr. Jounston. So far as I know, they are to be made by regulation. 
Senator Carenart. There is no necessity for changing the act. 
Mr. Jonnston. I can’t answer that definitely. 

Senator Bricker. We will have to give ieates authority for future 
restrictions, and credit controls. 

Senator Carenarr. You mean on more items? 

Senator Bricker. Yes. 

The Cuarmman. For instance, on bank deposits and bank credit. 

Senator Bricker. In your over-all experience, Mr. Johnston, is it 
your judgment that we can effectively, with proper administration, 
cut the cost of Government? 

Mr. Jounston. Senator, it has always appeared to me you could cut 
the cost of Government materially, Federal, State, and local. I know 
that is a very easy thing for those who are not passing the laws to say, 
or administering the loon, but it has always appeared to me that 
could be done. 

The Cuarrman. What branches of the Government would you cut? 
Eighty percent of it goes to what you are here testifying about, the 
military, together with the interest on the public debt, and the veterans’ 
pensions; you do know that? 

Mr. Jounston. I know that thoroughly. 

The Cuarrman. So when you come to cutting the Post Office De- 
partment—we cut to one delivery a day in some places—we don’t 
want to cut it down any more. 

Mr. Jounston. Well, Senator, I am not here in a position to tell 

ou—— 

The Cuarmman. I know that, but everybody says we ought to cut 
the cost of Government, and I would like to vote to cut the cost of 
Government, but the real cost. of the Government is in the AEC, the 
military establishments, and the interest on the public debt. I see 
somebody says they can cut the interest, which only means you will 
have to make up the difference to those agencies who carry on the 
pensions for the public. 

When you come to cut the costs of Government, you have to cut 
the Treasury Department, the Post Office Department so they can’t 
carry the mail, or some farm subsidy. You cut out the potato sub- 
sidies, or whatever it was. I voted to cut it out, but I would like to 
know how to cut the cost of Government materially. I‘am not say- 
ing you can’t cut a million dollars here and there, and I think that 
should be done, but when you come to cutting the cost of the Govern- 
ment materially, where you get into billions of dollars, you would 
have to cut out the whole Government, if you include veterans’ pen- 
a There is only $6,000,000,000, and the deficit is more than 
that. 

Mr. Jounston. Each man has his own opinion as to what might 
be done—— 

The Cuarmman. I am sincere about it. I am not just making a 
political speech about cutting the cost of Government. I would like 
to know how we can. I have been on the Appropriations Committee 
since 1941, and I know they do the best they can, but you have this 
military budget, the AEC, the veterans’ pensions, and interest on the 
public debt. That makes up the cost of Government. 

It used to be the Agriculture, Interior, and Post Office Departments, 
were 90 percent of the cost of Government. Today they are only 10 
percent, approximately. Am I wrong? 
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Mr. Jonnston. You are right, as far as I know, Senator. I know 
it is extremely difficult. , 

Senator Moopy. Isn’t it true also that, while there are undoubtedly 
some economies that can be made, the basic decision is made not when 
the budget comes before the Congress, but when the laws are passed 
which provide for the expenditures of money? When Congress passes 
a policy, and says that this much money shall be spent on that policy, 
it seems to me to be futile to say “let’s cut the money out of the budget.” 
The time when the budget should be reduced, it seems to me, is when 
the law is passed in the first place. 

Mr. Jounstron. You are thoroughly right. 

Senator Bricker. Would the effective way to cut the cost of gov- 
ernment be in the mobilization program, and rearmament program, 
by really stabilizing costs through credit controls, and through the 
refusal to monetize the debt, and through what costs or cuts could be 
made in the normal expenses of the Government, otherwise controlling 
production costs? 

Mr. Jounston. Senator, as you know very well, the increased taxes 
that were passed last fall were more than eaten up by the increased 
prices which the military had to pay for the things they bought. It is 
essential that we stabilize. 

I don’t think you can do it, Senator—and I don’t want to leave 
an erroneous impression about it—I don’t think that you can do it in 
the short range with fiscal and credit policies alone. I think you need 
direct price and wage controls as well. 

Let me give you the experience of Canada : Canada has a strict credit 
policy. They are trying to do it by indirect controls. The analogy 
of Canada is not exactly the same in America, because it is a different 
economy. Their economy is closely tied to the United States, but 
nevertheless it is quite different. Let me give you the picture: 

Canada has strict credit controls. For instance, there must be a 
down payment of 50 percent on anything which is purchased on time, 
and 12 months to pag is the maximum. 

_ In addition to that, there is a very heavy tax on consumer durables. 

There is a sales tax of 10 percent on everything that is purchased in 
Canada, with the exception of food, rent, and medicine. Other than 
that, there is a 10-percent sales tax. ‘That tax was increased from 
8 to 10, a®5-percent increase, last fall. 

In addition to that, there are big excise taxes. For instance, on 
automobiles there is an excise tax of 25 percent, plus the sales tax of 
10 percent, which means a tax on that automobile of 35 percent. Then 
you must pay at least 50 percent down and have only 12 months to 
pay the rest. 

In addition to that, they have deferred amortization for a period of 
4 years in Canada, except on those industries which are certified as 
defense industries, with the result that people don’t think about build- 
ing anything new, because they can’t amortize it. 

That has had a profound effect. In spite of that, it is interesting 
to note that prices in Canada have increased more rapidly since prices 
were frozen in the United States than they have in the United States. 

Senator Bricker. If we should impose the same kind of controls in 
this country, don’t you think it would have a greater effect than it 
has had in Canada? 
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Mr. Jounston. I don’t think it would have a greater effect, Senator. 
I don’t think so, because we are not nearly the exporting and importing 
country that Canada is. It exports a far larger percentage of its 
total product than we export, so it is dependent on world markets to a 
great extent. 

Senator Bricker. Then your answer is that increased credit con- 
trols in this country would not be very effective in controlling prices? 

Mr. Jounsron. I think they would be very effective, Senator, but 
I don’t think they could do the job by themselves. I think we need 
all the tools that we can get now. 

I think we need the indirect controls, and we need them badly, but I 
also think we need the direct controls temporarily until we can get 
over this production hump. 

In another 2 years, as you know, we will have vastly increased pro- 
duction. We will have steel capacity of about 117 or 118 million 
tons—22 million tons above the peak of World War II. We will have 
aluminum capacity of 1.3 million tons—about 550,000 tons above the 
peak of World War II, or rather above present production. 

We will have electric power capacity about 30 percent above what 
it is sony and increased numbers of freight cars, pipelines, steam- 
me”: railroad cars, all chemicals, drugs, so forth and so on. 

t the end of 2 years, this increased capacity and equipment in my 
opinion will enable us to make more consumer goods, sr at the same 
time make the articles needed for mobilization and defense. There 
is more likelihood of removing all direct controls in the next 2 years 
than there is today, and shall stabilize the economy. 

The Cuarmman. Of course, the control program is based on prepa- 
ration for war; is that right? : 

Mr. Jonnston. That is right, Senator—in the hope thereby of 
avoiding a world war. 

Senator Carenart. You just mentioned, now, the increase in prod- 
uct on that we hope to have at the end of 2 years. Is it your thought 
that prices then will be lower than they are today ? 

Mr. Jounston. I haven’t got my crystal ball on that, Senator. I 
can’t tell you that. 

Senator Carenart. How do you account for the fact that today we 
have the greatest production in the history of the Nation, I think on 
everything ? 

Mr. Johnston, we have the highest wages in the history of the Na- 
tion on everything, and yet we have the highest prices. What is the 
missing link here now in this law of supply and demand? Why with 
this great production do they not have lower prices? 

Mr. Jounston. It is mobilization, full production, full employment 
and mobilization and you had that terrific buying spree after Korea 
which sent prices up. I think it is almost impossible to expect any- 
thing otherwise at this particular moment: 

Senator Carenarr. I read in your statement where. you said that 
inflation was not a result of the Korean War but anticipation of what 
might happen. 

Mr. Jonnston. That is true, because people were buying in antici- 
pation of shortages. 


83762—51—pt. 1——-35 
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- Senator Cargnarr. I am asking everybody that question: What 

has peppetad to the law of supply and demand? Where is the missing 

Is it due to our fiscal governmental policies; is it due to overspend- 
ing on the part of the Government, or just what is the missing link? 

Mr. Jounston. Senator, up to this time, up to the present time, | 
think it has been almost entirely scare buying and speculative buy 
ing. . In other. words, there has been @ greater demand than there 
has been supply, because peaple Have been anticipating their wants, 
storing their wants, hoarding the things they might need. 

In normal conditions without the scare buying, I,think you would 
have found prices declining. _.... ails 

Senator Capgemart. You think the missing link is the scare buying / 

Mr. Jounsron. I think that is true, 

Senator Bricker. If that. is true, then, there will be a tendency to- 
ward easier stabilization, will there not ? 

Mr. Jounsron. There will be in the next 60 to 90 days, because 
there are large inventories, We have been producing more than we 
have been. consuming for the past. few months. 

The CuairnMan. Soft goods are already in excess. 

Mr. Jounson. That, is right; and there will be a softening for the 
next. 60 to, 90 days, which will be temporary, because then you will 
begin, to find the defense spending catching hold. 

Senator Carenart. If you can absolutely hold all prices, and al! 
wages at,existing levels and the Congress will pass the bill for 2 years. 
meaning that they were going to be held as they are for at least 2 
years, is it your thought, that there might be a decline in prices? 

Mr. Jonnston. I think there well might be; yes, as you get greater 


efficiency you might have a decline in Pres 


Senator Moopy. Over the period of the next 2 years, isn’t the miss- 
ing link the Senator from Indiana is talking about the fact that a 
great many goods are going to be taken out of the markets, and used 
for military purposes, and not available to soak up the dollars create 
in producing them ? 

Isn’t that the missing link the Senator is referring to over the long 
pull in the next 2 years? 

Mr. Jounston, In the next 2 years that is exactly right. In other 
words, you will be making about $50 billion with a year of the hard- 
ware of war which can’t be consumed by civilians. You wilh be pay- 
ing people to make this, but there will be no consumer goods made by 
them for them to buy with the money they are paid. 

Senator Carenarr. Let me read your statement on page 4. at the 
bottom, because in this statement you say that the prices were getting 
out of line here prior to Korea, 1 shall read it: 

We measure our current inflation in terms of June 1950, levels—in other 
words, since the start of the Korean War, 

I notice you call.it a war there. Was that a typographical error / 

Mr. Jounsron. I think it is a war. 

Senator Carenart. I agree with you, but that is the first time | 
have seen it. 


It is important to remember that prior to that arrogant Communist crime 
against the peace, we were experiencing a steady upward price trend here in 
almost every field. Wage rates, employment, credit expansion, profits—all were 
going up in a prosperous expansion of the economy. 
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Mr. Jounston: ‘That,is right, sir...The low point was hit along 
about in January 1950,. The low point in prices. 

As you know, prices declined during most of 1949.. The low point 
was reached in January or February 1950, and there was a slow in- 
crease, because! there .was this threat. of rearmament program on a 
large scale, and because there was vast. industrial expansion. 

e other words, the very simple law, there was more demand than 
goods to satisfy it, and there was becoming more and more a condi- 
tion of full employment with less and less unemployment. 

Senator CApeHart. But, prior to the Korean War, prices were ex- 
ceptionally high, and they were going up, I agree with the statement 
you made here, and yet at.that time we were experiencing our greatest 
production in every line in America, and yet prices were creeping up, 
costs were creeping: up, and the great production that we had was 
not reducing the ceiling price. I would like to find that missing link. 

I know you are going to spend $50 billion for national defense; that 
you. are going to have pressure there that is abnormal, but I am trying 
to find that missing link that we had even prior to the beginning of 
the Korean War, which was not working. 

Mr. Jounston. We were experiencing a normal expansion in pro- 
duction in 1950 in anticipation of war production. I think the Amer- 
ican people were becoming conscious that we were going to have to 
rearm. You gentlemen in the Congress had passed a bill authorizing 
a vast expansion in the Air Force prior to that, and I think there was 
a normal expansion program with relatively full employment. Under 
such. circumstances I lise most economists will agree that you have 
an eccelerated price increase. 

Senator Bricker. During 1949, your normal factors were at play 
one upon the other, when you had increased production and decreased 
costs. , 

Mr. Jounston. That is exactly right. The normal law of supply 
and demand was fairly well in balance in 1949, with a consequent shght 
decline in price level. 

Senator Bricker. It would have been continued had it not been for 
this new factor entering in, which was the war production. 

Mr. Jounston.. That is my opinion, because as you increase effi- 
clene¢y—we are increasing at the rate of two to 2.5 percent a year in 
America—part.is passed on in wage increases, and part should be 
passed on and normally is in slightly lower prices. 

Senator Bricker, When we passed this bill originally we were con- 
cerned about freezing wages and prices. There is a constant problem 
as to which is chasing the other up, as to whether wages are chasing 
prices, or prices chasing wages up. Each side claims the other is 
the responsible culprit, but this committee felt, as the Congress felt, 
that there ought to be a freezing if we were going to pass this law, 
and as a result—both wages and prizes frozen were to be at a certain 
level—we put. the enforcement, the administration, you might say, 
under one head. 

Now, we have the Price Stabilizer, and we have the Wage Stabilizer, 
separated. Of course, it heads up to you, but each one ~f them is 
looking at his own segment of the problem. 

Now, under what provision of the law is the Stabilization Board 
created ? 





542 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Mr. Jonnston. An Executive order under titleIV.. 

Senator Bricker. That is the inherent ee: of the*Ptesident to 
carry out enforcement authority under title IV? 

Mr. Jounston. Yes. 

Senator Bricker. Of course some of us feel the Board is not ef- 
fective because of what we talked about a while ago. When you get 
a tripartite representation with Bape on prices, and pressure de- 
mand for goods, with many selfish factors entering into it, manage- 
ment and labor are going to get together for increased prices, and the 
public pays the bill in increased costs, and increased taxes. I may be 
wrong about that. I know we disagree. 

Mr. Jonnston. Yes; I disagree with that. I think a tripartite 
board is essential. In a democracy, I believe you must let the people 
feel they are represented, and have a part in making decisions. 

Senator Bricker. The over-all interest in this program is the public 
interest, represented first in production of war goods, getting ready for 
what emergency might come upon us, and second, in protecting the 
great general public of which labor is a large segment and business 
is a large segment. The public is paramount in this program, because 
it is the sero we are striving to protect, the public must carry the 
burden, the taxpayer, the consumer, and so forth. 

I am wondering if there is adequate over-all public representation 


without its representing a certain segment. 

Now, your labor members vote according to the central labor council. 
Your industrial representation is largely controlled through some 
other organization. They center their attack, plan their program, and 
so sees the public has no such representation. 


All they have is six members that represent the minority. They 
actually ought to represent the majority, with such representation 
from the other sides, such knowledge of the other interests, that they 
might more er. mesh in the public interest. 

r. Jonnston. Senator, that is a point of view, and certainly you 
are entitled to it and others are entitled to it. I don’t agree with it. 
Personally, I feel that the tripartite boards in the past have more than 
justified themselves. I think that the fear that labor and management 
get together to outvote the public has not been borne out by fact. 

As I remember it, there were only two instances in all the thousands 
of cases before the War Labor Board in the last World War when 
management and labor representatives voted against the public 
members. I believe there were only two, and they were relatively 
minor cases, 

Senator Bricker. Of course, you get back to the question of per- 
sonalities on your boards. 

Mr. Jounston. That is true, and I think the public representatives 
on the Board are of unusually high character. George Taylor is an 
unusually capable man in my opinion, and I believe we are extremely 
fortunate to have him as Chairman of the Board at this juncture. 

I personally am strong for a tripartite board. 

I might tell you that during the period when the Board was not in 
operation, I had 73 different meetings with management and labor, 7 
days a week, day and night, to try to get them back togetlier. 

Senator Bricker. Your problem has been a serious one; nobody 
discounts that. 
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Mr. Jounston. I felt areeeny that it was important, or I would 
have stopped it moe ago and suggested to the President that he 
appoint only a public board. But personally—I may be wrong— 
but my personal impression, from my knowledge of management and 
labor relations, was and is that a tripartite board is essential in this 
kind of economy. 

Senator Bricker. Aren’t you constantly threatened with the thing 
that did happen, if they are controlled by outside influences they can 
pull them out ? 

Mr. Jonnston. They didn’t on the old War Labor Board. 

Senator Bricker. You have a little different situation than the War 
Labor Board. You have an official board there that has a constituted 
authority under the law, and they are appointed for that purpose. 
They have a judicial function, in a-way, to perform. 

Mr. Jounsron. Well, Senator, they could have walked off. There 
was nothing to prevent them from walking off. There were many 
times when they talked about walking off, I can assure you. I was one 
of Mr. Byrnes’ advisers on the War Mobilization Board—and he was 
Economic Stabilizer at that time—and there were many times when 
they used to come over to Justice Byrnes and suggest that one or the 
other was going to quit. 

Now, they never actually did, and I think it was the cohesion of the 
common interest that finally kept them together. I don’t know what 
this present Wage Stabilization Board is going to do any more than 
you do. They have some very difficult cases before them, extremely 
difficult of solution. It is going to take all the wisdom of a Solomon 
to find how to divide the baby, but I have confidence that they will 
come through with something that will be pretty good. 

Over and beyond that, I have the solapaibitite to see that the policy 


meshes in there with the whole stabilization pony: 


Senator Bricker. Of course, we know all the problems they are 
dealing with are interlocked with the question of wages, and ulti- 
mately of prices. I don’t know whether anybody in the Congress 
anticipated that, I know it wasn’t discussed, that such a board, if 
created—I don’t know that there was discussion of the possibility of 
creating such a board—that such a board if created ought to have any 
function beyond that dealing directly with prices. 

In other words, do you see here a conflict of authority between the 
Labor Board, and the Wage Stabilization Board if they are going to 
deal with these problems other than strictly wage problems? 

Mr. Jounston. You mean a conflict between price and wage sta- 
bilization ¢ 

The Cuarrman. Between the boards. 

Mr, Jounsron. No; I see no conflict at all, Senator. 

Senator Bricker. You think all the problems they are dealing with 
are so inseparably linked up with the question of wages you can’t 
separate them ? 

Mr. Jounsron. Nor is there any desire to by-pass any existing legis- 
lation. There is no intention of doing that. 

Senator Bricker. There was some feeling that might be the result. 

Mr. Jounston. I know that is a very strong feeling in certain quar- 
ters. I think that is a completely erroneous feeling, I think some 
people are seeing ghosts under the bed that aren’t there at all. Under 
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the law, the President can appoint any tee people as a fact-find- 
ing board under the Labor Management Relations Act to report the 
facts in a dispute which he believes imperils the national health or 
safety. 

Serato Bricker. He didn’t appoint this board under that act. 

Mr. Jounston. He has not. He can if he wishes. Personally, I 
hope he will, because I would rather have one board administering this 
than a lot of ad hoc boards all over the 16t, making policy. 

Senator Bricker. There is authority under the statute for him to do 
that when we don’t have direct responsibility here. It is an inferred 
power. 

Mr. Jonnstron. That is correct, but I would prefer to see him take 
that power and give it to this Board in instances where it is essential, 
rather than giving it to ad hoc boards all over the lot, because then 
you would have policies being made all over the place—policies which 
would interfere with or perhaps contradict each other—and you won’t 
have stabilization. 

Senator Carenart. Isn’t that what you intend, to have this Board 
handle all cases under the act? 

Mr. Jounston. I hope the President will. He has that authority. 

Certainly there is no desire to bypass the Taft-Hartley law, or any 
other labor relations law. 

Senator Moopy. Mr. Johnston, I am sure everybody agrees with 
the statement of the Senator from Ohio that the public interest is 

aramount, but isn’t it true that a tripartite board is the only vehicle 
y which you can get in the feeling of participation you mentioned 
a few minutes ago and still leave the public in the dominant position 
to go with labor or with management, whichever it feels is correct? 

Mr. Jounston. That is exactly right, Senator; that is my feeling. 

Senator Bricker. That is on the premise that you have a difference 
between the two. 

Mr. Jounston. I think you have a very vast difference. 

Senator Moony. Don’t you usually have a difference between man- 
agement and labor? 

Senator Bricker. On some matters. I feel with prices as they are, 
you might not have that difference. 

Mr. Jounston. I don’t agree with you at all on that, and I will tell 
you why: An employer who will sign an agreement with labor for a 
wage increase for his particular plant wants it for a preferred posi- 
tion, or to keep his labor, or something else. He is very much opposed 
to actions in the other guy’s plant which raise wage patterns. The 
result is that a man who is an industry representative on the Board 
is more inclined to vote against a wage increase for the other guy’s 
plant than he would be if he were a public member of the Board. 

Senator Carenarr. There he does it primarily to avoid strikes. 

Mr. Jounston. That is one reason, but he does it to keep his labor. 
Frequently, as a manufacturer, Senator, you well know that you want 
to ete your labor from going to some defense plant that may be 
nearby. 

Besatet Caprnart. You are talking about individual cases. I am 
talking about the factory as a whole. He predominantly does it on 
the factory as a whole to avoid a strike. He may have individual 
cases where he has a thousand employees, and he has 50 of them whose 
wages he would like to increase, because he may lose them if he 
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doesn’t. That is an entirely different matter, but when the unions 
are demanding a blanket, over-all increase, he does it, in my opinion, 
to avoid a strike. 

Senator Bricker. Then there is another factor that enters into 
this, and that is the tremendous profits that industry has been making 
in the last year. Net ee are higher than they have ever been, and 
they can say very easily “we can stand this because there is an increas- 
ing demand; we can sell anything we make. If it wasn’t for the 
war program, the public would consume anything we manufacture, 
therefore, we can stand it.” Isn’t there a pressure there constantly 
to get together to the detriment of the public interest, the taxpayer 
and the consrmer? 

Mr. Jounston. | think there is that danger, but I think it is a dan- 
ger which is overweighted by the conflict of the two. 

Voting for your own plant increase to avoid a strike is quite dif- 
ferent from having a management representatiye on the Board voting 
for a general wage increase. 

Senator Bricker. It is the general thing that I fear. The other is 
insignificant in the over-all picture. 

r. JouNsTON. When you break the ceiling on these formulae, if 
you do, you set a pattern applicable to all industry, not only to your 
own industry, because in the administration of this you must be fair 
and equitable. 

I am wondering if yor would allow me to take a few minutes to 
show you these charts and run through them? You have in front of 
you miniatures of these charts. 

The CuarmMan. I want you to talk more, too, about why the law 
should be changed. 


Mr, Jounston. All Fight, sir; I will be glad to talk to you about it. 


Senator Bricker. And get back to the licensing authority, too. 

Mr. Jounston. First is this chart showing the cumulative increase 
in commercial bank loans, consumer installment credit, and mortgage 
credit. It started in 1950 from zero, and went up slightly to Korea. 

You will notice commercial credit has soared since June. 

Commerical credit, now—let’s get the actual figure. Mortgage 
credit has gone up, but not so high as commercial bank loans. Com- 
mercial bank loans increased by January 1951, 9.8 billion over Janu- 
ary 1950; commercial bank loans in 1951, 

Senator Benron. How much has the price level gone up in that 
year ? 

Mr. Jonnston. Approximately 10 percent—the cost of living has 
gone up approximately 10 percent. 

Senator Benton. All commercial bank loans have done is roughly 
equal in percentage the raise in price level and cost of living. 

Mr. Jounston. No, sir; because you have these of*«r factors, Sen- 
ator. Installment credit and farm credit, which have also vastly 
expanded. 

Senator Moopy. Is there any way of estimating how much that com- 
mercial bank credit is being affected by inventories, and so forth? 

Mr. Jounston. We know that inventories are at an all-time high, 
around $65 or $66 million, all types of inventories. Some say they 
are not too high for the present price level. Other economists claim 


that they are, but the fact remains that we have very large inventories, 
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and they are in some soft hands—some weak hands—and there are 

some being liquidated, which accounts for the weaknesses in some 
laces. 

i Senator Benton. Do you remember how much inventories have 

gone up in the past year? meen 

Mr. Jounsron. Mr. Griffith Johnson, our economist, will give you 
the increase in inventories. While he is getting that figure, you will 
notice that consumer credit went up, and then the Federal Reserve 
Board applied their consumer credit réstrictions, and you will notice 
that consumer credit has gone down slightly since those were applied. 

Senator Bricker. Have the voluntary controls over credit expan- 
sion that Mr. Martin brought to our attention the other day yet shown 
any impact upon your commercial bank loans? 

Mr. Jounston. They are just beginning in the last week or two to 
show some effect. } 

Senator Bricker. Do you think that is going to be effective? 

Mr. Jounston. Oh, $es; it will be. 

Senator Bricker. It seemed to be quite promising. 

Mr. Jounston. I think it will be very helpful. 

Mr. Jounson. The figure on the increase in inventories is about 
$15 billion in the last year. 

Senator Bricker. Out of 66. 

The Cuarmman. Now, when you go through these charts, one at a 
time, suppose you suggest now what change in the law would be nec- 
essary to stop these things other than the present law. 

Mr. Jonnston. We are not suggesting any change in the present 
law on that. 

The Cxuatrman. Those are the facts, but we want to get down to 
why this law should be changed. 

ecoken Bricker. You do suggest here some additional control over 


the nonfarm mortgage debt ? 


Mr. Jounston. Yes. I understand—TI said a moment ago that there 
wasn’t any legislation pro on other credit. I understand from 
Mr. Martin, Chairman of the Board of the Federal Reserve Bank, 
that there will be some legislation needed on general credit policy. 

The Cuarrman. That is what he said the other day. ge to 
know why there should be that legislation on the nonfarm mortgage 
debt. Why should there be? 

Mr. Jounson. I think what they are concerned about is the increase 
in mortgage debt on existing houses as contrasted with new houses, 
which are now subject to credit restrictions. 

The Cuamman. That was testified to at quite some length by Mr. 
Martin himself, and it is in the amendment, but I want to know does 
Mr. Johnston think that is essential ? 

Mr. Jounston. Yes. I think we need that. 

The Cuatrman. Mr. Wilson’s committee, as I understand from Mr. 
Martin—you don’t know what his recommendation will be? 

Mr. Jounston. I don’t know what his committee recommendations 
willbe. Iam not on that committee, as you know. 

The second chart is the index spot market, wholesale and consumer 
prices. You will notice how these prices went up after Korea, until 
the Chinese intervention; shot up again, and since the time of the price 
freeze, have come down slightly. 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 547 


The Cuarrman. Is there any legislation necessary for that, other 
than that which you have? 

Mr. Jounston. Yes; there may be some subsidies ey on im- 
ported market products, which we are recommending in the legis- 
lation. 

The Cuarrman. I understand that, but what products will those be? 

Mr. Jounston. Well, I can’t answer you definitely. 

The Cuarmman. That is what the committee wants toknow. Under 
the law you could put them on anything. 

Mr. Jounston. In an executive session I would be glad to answer 
you, but I don’t want to answer you publicly, because if I do, the 
moment I mention the article, it shoots up in price. 

The Cuarmman. That is quite all right, Mr. Johnston, but the com- 
mittee is certainly going to want to know. 

Mr. Jounston. In executive session 

The Cuatrman. As the law is written now, you can subsidize any- 
thing you wish under the law. 

Mr. Jounston. That isn’t what we want to do, Senator. 

The Cuarrman. I know it isn’t what you want to do, but that is what 
you could do? 

Mr. Jounston. Yes; but we will be glad to tell you in executive 
session what we have in mind. 

Senator Moopy. Mr. Johnston, can you tell us what is being done, 
if anything, to prevent the bidding up of these prices on the world 
market? Is there a movement under way to prevent this gouging of 
the United States by people that are selling these omen 

A great many of the people who are being helped by us in our world 
program are in on this. 

r. JounsTon. Senator Moody, there is a movement on foot to try 
to check these upward prices. You know some of these increases—for 
instance, rubber, from 16 cents a pound prior to Korea, to 87.5 cents 
a pound, and it is now around 68 cents a pound—crude rubber. Tin 
went up from about 80 cents to almost $2. It is now back down to $1 
or $1.50. Wool went up to a peak of $3.875 in Boston. It is now down 
to about $3.50, which is still a terrific price. There are many items— 
167 imported items. 

Senator Bricker. I think, Mr. Chairman, after Mr. Johnston’s 
testimony is finished we should sit in executive session to see what is 
anticipated here, to see if we can put restrictions in this proposed 
legislation. 

he CuarrMANn. I would never vote for any change like that unless 
I knew what the subsidies were going to be. 1 can’t speak for anybody 
but myself, but I can think of subsidies you could put on—I didn’t say 
you would do it, but I don’t think the Congress should pass a law to 
give free rein to whatever the administration might want to do. 

Mr. Jounston. I am opposed to the use of subsidies. We don’t like 
them at all. We will use them only in extreme cases. 

The Cuatrman. I voted against the subsidy programs in 1942 and 
1943 as you well know. 

Senator Benton. Isn’t it true that the worst part of these price in- 
creases is that the enormous profits have gone into the hands of a 
relatively small number of people throughout the world, speculators, 
hoarders, and that the result of these rapidly mounting prices has been 
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a stimulation of inflation in other countries throughout the world 
rather than prosperity in those countries? 

Mr. Jounsron. Oh, that is absolutely true. It goes, for instance, 
in the rubber—— 

Senator Benton. It isn’t as if the farmers are getting the money. 

Mr. Jonnston. It goes to a few extra people. It enormously in- 
creases the wealth of a few. 

Senator Benton. It gives as a heritage inflation and not prosperity. 

Senator Moopy. Mr. Chairman, 4+ believe Mr. Johnston indicated 
he wanted to answer my question, 

Mr. Jounsron, Yes; we are trying to do something about it. First 
we want to get the allocation of these raw materials by the raw- 
material-producing countries, a fair allocation to the United States 
at a reasonable price. . 

We are now working on that on rubber, trying to get a fair alloca- 
tion. at a reasonable price over a protracted period of time. 

There has been some indication that certain raw-producing countries 
did not want to do that in the past, but I think more of them are 
willing to.do it now than they were in the past. 

Furthermore, we may have to come to the point—and I say this to 
you without any knowledge that we will do so, but personally, I would 
be in favor of coming to the point—if we can’t get a fair allocation 
from these other countries at a reasonable price; I would be in favor 
of buying up those raw materials which we furnish to the rest of the 
world, and furnishing them ata price which was commensurate with 
what we are paying these other countries for the raw materials we 
are buying from them. 

Senator Moopy. Can you tell us some of the people who. are reluc- 
tant to cooperate ? ; 

Mr. Jounston. I think they are all of them much more desirous of 
cooperating now than they were a little while ago. I don’t want to 
mention names, if you don’t mind. 

Senator Carenart. What happened to change their minds? 

Mr. Jounston. I think we got a little tough over here. And ] 
think we have some aces in our hand, too, Senator; we are not devoid 
of all cards. 

Senator Bricker. You are rather late in using them. 

Mr. Jounston. Better late than never. 

Senator Benron. Their governments have moved in on them, too. 
We were dealing, to a large extent, with private individuals, and are 
now dealing more and more with governments. 

Mr. Jounston. And I think there is a much greater realization of 
the problem on the part of the governments involved, and even in- 
dividuals. 

I have heard wool growers of Australia complain recently about 
the high price of wool, because it is forcing substitutes in the market 
which will injure them seriously at some future date. 

Senator Bricker. It may ultimately destroy it. 

Mr. Jounsron. That is right. 

Now to get back to this chart—this is the import spot market prices. 
The domestic spot market prices have not gone up as high, and have 
come down also since the price freeze. 

The Cuarrman, , You have no recommendation as to that? Is there 
any subsidy on there, except minerals? 
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Mr, Jounsron. Yes; there are subsidies on minerals, metals, and 
other raw materials authorized in the present law, and we are asking 
for broader authority, There is a general differential subsidy author- 
ity provided for in our, proposed amendments, and also there is the 
proposal for margin, control of the commodity exchanges which would 
have an effect upon the domestic spot market prices, 

The Cuarmman. Well, now, in the case of the subsidies, the Sec- 
retary of the Interior testified about that here yesterday; practically 
all minerals and mines, or have you all got anything else in mind? 

Mr. Jounston. There is a differential subsidy. 

Mr. Jounson. Might I explain that? The case I know of where 
the differential subsidy authority might be used besides the mines and 
minerals field would be in the case of the nonprocessing slaugh- 
terers. 

Now, there may be others as well. 

The Cuarmman. In other words, you think because you roll the 
price of meat back you are going to have to subsidize it ? 

Mr. Jounson. Whatever the controlled situation on meat might be, 
as I understood it, you would still have difficulty in providing a situa- 
tion where your small nonprocessing slaughterers could live. 

The Cuarrman. In other words, to keep them on the line with 
Armour, Swift, and so on? 

Mr. Jonnson, That is right. 

Mr. Jounston, I also want to call to your attention that the weekly 
whelesale price level has held remarkably well since the price-wage 
freeze, ane is very little higher than it was at the time of the price- 
wage freeze and has held steady for the past 11 or 12 weeks. 

vonsumer prices went up, took another spurt after the Chinese 
— and this line [indicating] has now leveled off pretty 
much, 

The Cuarrman. Do you have a recommendation in this bill? 

Mr. Jounston, No, sir. 

Senator Benton. Have you seen the presentation of Mr. Keyserling, 
the charts and presentation made by Mr. Keyserling to this committee ? 

Mr. Jounsron. I haven’t seen them; no, sir. 

Senator Benton. His whole presentation was to the effect that un- 
less we put the high taxes in immediately, and do many other things, 
that this leveling off here is just temporary. 

Mr. Jounston. Oh; I think that is true. 

Senator Benton. I don’t wish to draw the wrong impression or 
implication from your chart. 

Mr. Jounstron. Oh, no. 

Senator Benton, It is a temporary wave in a rapid incline? 

Mr. Jounston. It.is a temporary recession because of large inven- 
tories, and because the defense spending hasn’t taken hold yet. 

Senator Carenart. How can you say that when you are controlling 
prices?. How can you say they are going up? 

Mr. Jounston, I didn’t say they were going to go up; I said the 
pressures are going to be terrific for the increase in prices. We are 
going to try to hold them. 

Senator Benton. He says unless we do certain things—— 

The Cuatrman. That is true, but 

Senator Careuart, Whether you do anything or not, if Mr, John- 
ston holds the price, that isthe price; isn’t it? 
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Senator Moony. It will certainly go faster if you don’t have controls 
than if you do. 

The Cxarman. Senator Benton brought up the question Mr. 
Keyserling raised as to taxes. That is the question we will have to 
deal with. This committee has nothing to do with passing the tax 
bill. I didn’t want the record to get cluttered up on what new legis- 
lation we should pass in regard to taxes. 

Senator Sctorrren. Mr. Chairman, I- would like to ask Mr. John- 
ston a question: Did I understand. you to say something about the 
controls of the commodity market ; ulative markets? 

Mr. Jounston. Yes; we would like to have authority lodged in the 
Government to control margin requirements in the speculative market. 

Senator Scxorrrri. Mr. Martin, when he appeared before this com- 
mittee, said that would have very little if any influence on what is 
happening to consumer prices. I am slightly less than confused here. 

And he formerly headed the New York Stock Exchange. 

Mr. Jounston. Of course, you have that control of the New York 
Stock Exchange, as you know. 

The Cuatrman. Well, you have control of the commodity exchanges 
if the Secretary of Agriculture wants to use them. He can close any 
exchange he wants to, through the President. 

Mr. Jounston. He may close it, but I don’t think he has control—— 

The Cuamman. He can peg the price of cotton or wheat tomorrow 
morning, as Mr. DiSalle did with cotton in February and March, and 
March cotton was never traded in again. 

You have authority to do that now. 

Mr. Jounston. But, Senator, you can’t set margins, and that is what 
we are requesting. 

The CHamman. If you can’t trade— 

Mr. Jonnston. We want you to trade. 

The Cmarman. Why close it 

Mr. Jounston. We don’t want to close it. We want to keep it open. 

The Crarrman. But, Mr. Johnston, if you freeze the price of wheat 
won’t you stop trading on the board of trade in Chicago? There 
would be nobody to buy and sell. 

Mr. Jounston. They have traded on cotton in spite of the top ceil- 
ing price Senator. The futures market on cotton is constantly traded 
on, at lessthanthe ceiling price. 

The Cuatrman. I said on March delivery there was no-trading. 

Senator Bricker. This is the important question involved in the 
commodity exchange control: Do you think it does have a definite 
effect in the long pull on prices to the consumer? 

Mr. Jounston. We think it has an effect. We don’t want to stop 
hedging in any form or shape, but we think the little fellow who 
dashes in there to make a quick buck without any margin is detrimental 
to stability. We want hedging; that is legitimate. 

Senator Bricker. There was at least a strong inference to the con- 
clusion that commodity exchange trading does not affect prices to the 
consumer. Now, I don’t know eriough about it to know. I want your 
expert judgment on it. 

Mr. j ounsTon. Senator, I am no expert on it. I don’t pretend to be 
an srpert in any of these fields, but my personal opinion is it does have 
an effect, because you have a rush of smal] traders with little capital, 
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and with no margins, to step in, and the price is forced up, and then 
when they liquidate the price is forced down. There is a greater 
fluctuation than if there were control of margins, in my opinion. 

Senator Bricker. In the over-all, it is inflationary, you think? 

Mr. Jounston. We think so, it has a tendency to be. 

Senator Benton. Mr, Johnston, I have just been given a table 
showing the price increases in the past year and the volume of trading 
increases, runing up 24 pores price increase for corn, 38 percent 
cotton, 99 percent wool, 55 percent cottonseed, and so on. 

At the same time, your volume of trading has stepped up as high 
as two hundred and thirty-odd percent on soybeans, and 87 percent on 
lard in a 3-month period, 

Senator Bricker. ay question is whether or not the trading affected 
the price increases, They have gone along together, of course. 

Senator Benton, It is a fair presumption that these much higher 
prices couldn’t help but affect your price level, and without the power 
to regulate margins, which have only been stepped up 15 percent, you 
lack an essential power to control this, 

Mr. Jounston. That is is right. 

The Cuarrman, Talking about cotton being stepped up, Sen- 
ator—— 

Senator Benton. I think this table would be interesting for the 


record. 
(The table referred to follows :) 


Increases in commodity.prices and volume of trading, 1950-51 


Commodity Price! | Volume? Commodity 


BERL oReR 
— OOD O10 


6 
Ww 


1 Percent change in May futures from Apr. 30, 1950, to Apr. 30, 1951. 
2 Percent change from period July 1949-April 1950, to period July 1950-April 1951. 


Statistics obtained from Commodity Exchange Authority, Department of Agriculture. 


The Cuarmman. That went up purely because of a dangerous drop 
and, further than that, it went only 45 cents in New York—70 or 80 
cents across the Rio Grande. 

Senator Carenarr. Mr. Johnston, you have the right under the 
existing law to control prices and wages. If you are going to control 
prices and wages, they can’t go up, can they ? 

Mr. Jaunston. Yes. 

Senator Capenart. How? 

Mr. Jounston. Well, if a price becomes out of line with other prices, 
Senator, you simply don’t get production. 

Senator Carenart. How can it get out of line if all prices and all 
wages are controlled ¢ 

Mr. Jounston. Because there are many prices over which we have 
no control, Senator. 

Senator Caprnart. What? 
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_. Mr. Jomnston. Most farm prices we. have no ‘éontrol’ over ‘until 
they reach parity. We have no control over prodiiéts that come from 
abroad. We have no control over certain other types of services, ‘cer- 
tain rail services and certain electri¢ light, power, and gas’ services 
not under interstate-commerce regulation. © Warts 

Senator Caprnart.. They are controlled by a governmental agency. 

Mr, Jounston. No, sir; we are. asking for control of those rates not 
controlled by a governmental agency, and I am surprised that'there 
are as many. as there are, Senator, ; 

Senator Carenart. The three things you mentioned you think would 
materially increase the prices by what percentages? 

Mr. Jounsron. -Oh, I can’t.answer you that. T don’t know what the 
answer is on that. 

Senator Capenart. If you did have the right to control all of the 
things you say at the moment you do not. have the right to control, 
then it would be impossible for prices and wages to go up? 

Mr. Jounston. Unless there were some unusual pressures, Senator. 

For instance, supposing you wanted to produce a lot more of some- 
thing you are now producing, and you had to get in some high-cost 
producers to do it. en you either have to use a differential subsidy 
or the price goes up, one ortheother... . .. 

In a dynamic econmy like ours, you can’t keep things static, because 
they are constantly shifting and changing, and we have no control 
over many items that are very important in the cost of a product, or the 
cost of living. 

Senator Capenart. Are you admitting it is impossible to keep prices 
from gradually rising. 

Mr. Jounston. No, no; I am not.admitting that at all. Iam saying, 
if you give us these tools, we think we can control prices and wages, 
reasonably well. 

Senator Benton. May I ask one question? I have to be excused to 
go to the floor for a time, but I didn’t want to leave without commend- 
ine Mr. Johnston, Mr. Chairman, whom I greatly admire. 

I think it is a fortunate thing for the people of the United States 
that we have him in this key, crucial role in this time of great crisis. 

Mr. Jounston. Thank you very much, Senator. 

Senator Scnorrren. Going to the very question that Senator Cape- 
hart has asked you, sir, about the control of wages and prices of foods, 
I note your charts go all the way—you start with Korea, or before 
Korea, and then come on down. 

Now this is all related, a lot of it, to a much longer period of time 
than Korea. 

Mr. Jonnston. That is right. 

Senator Scnorpre.. The trouble with me is T have been reading 
a lot of these surveys on current business from 1940 on bacle. Sitting 
in these hearings I have been very definitely confused, and I will be 
honest about it and admit it. I have been doing some reading about 
this wage picture, and this consumer price index. 

If we can go back to 1940, we see that we have started with an hourly 
wage of 66.1 cents per hour. The consumers price index, taken from 
those same Government publications, from 1935 to 1949, up from 
*39 to °40, as 100 percent, we start in 1942 with the hourly wage being 
85.3 cents per hour. The consumers price index in 1942 was at 116.6 
percent. 
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Now, jumping to 1950, gettirig down now to the current period in 
Korea, the hourly wage jumped to '$1.465 an hour, while the consumer 
index jumped to 171. 

Now the hourly wage, getting down to the current year 1951, was 
$1.57 an hour; the consumer price index went to 184.5. 

Now the increase in the hourly wage from 1940 to 1951 aecording 
to these Government-compiled statistics, if I am figuring it correctly, 
figures 138.5. percent, while the increase in consumer prices for the 
same period averages 84.1 percent. 

Now the question I want to ask you is this: With an increase in the 
hourly wage of 138.5 percent since 1940, and an increase in the con- 
sumer prices of only 84.1 percent, isn’t labor able to buy more goods 
for an honr’s work than in 1940, and therefore, to my way of think- 
ing—maybe I am all wrong—isn’t the real cost of living with refér- 
ence to our wages lower today than it was in 1940? 

Mr. JonNnsron. An hour’s work will buy more today than it would 
in,1940; yes. : 

Senator Scnorrrer. And we are getting more money per hour, and 
more pent-up buying power? 

Mr. Jonnston. That is right. 

Senator Scuorrre.. And yet for a smaller amount of that wage we 
can buy more. 

Senator Moony. Isn’t that all right? 

Senator Scuorrre.. I am delighted with it, but I say how are you 
going to wrestle with this problem unless you control wages and 
prices? 

Senator Moopy. I agree. 

Senator CArenarr. That makes me wonder what we are complain- 
ing about ? 

Mr. Jounstron. Everything, Senator, has gone up from that time. 
Our standard of living is higher; yes—but that is America. 

Senator Scnorrret. That is not a good enough answer for me. I 
am glad that it is that way, but I happen to come from a farming 
area. Let'us relate it back again. We-will look out for everybody here, 
and do it equitably and fairly. I pick up some more governmental 
statistical information, from Mr. Charlie Brannan, who heads the 
Department of Agriculture. He points out, and pointed out to the 
public, and I think he is correct—I have done some checking back 
in these blue books, and I have read until I am dizzy. As a result 
of smaller earnings by agriculture, the gap between farm and nonfarm 
income widened between 1947 and 1950 both in total and per capita, 
and he points this significant factor out, and this is substantiated by 
the farm organizations. He said farm operators’ income fell 27 
percent from 1947 to 1950 and despite that drop the national income 
increased about 16 percent on the over-all picture. 

Now we are confronted here by some folks coming in and saying 
it is fine for the agricultural folks to start taking roll-backs; it is 
perfectly all right; they ought to be happy about it, when the con- 
sumer price index has gone up less than the wage index has over this 
period of time that I have stated here, and how are we going to har- 
monize those two big factors, and certainly 6,000,000 farmers in the 
United States are 6,000,000 small-business men, and they are asking 
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Senator Schoeppel, Senator Capehart, and my good friends in the 
Senate how come. What are you going to do about it? 

Mr. Jounston. I am sympathetic to the farmer, but I think you 
should look at these charts, which will show that, although the prices 
did decline from the peak of 1947 for the farmer, they are higher 
than they were even in the peak of 1947. 

Senator Scuorrre.. And we have many commodities that are 
below parity. a 

Mr. Jounston. That is true, and_parity has gone up from 77 to 111. 

The Cuatmrman. That is the trouble. We talk about the whole 
roblem and do not pay enough attention to individual things. 

me wages have not gone up. There are still some hardships. Wages 
have gone up, as the Sesuinn says, in agriculture, but there are many 
hardships among the white-collar workers. Where do they come in, 
and people living on pensions and annuities? 

Mr. Jounston. They are the forgotten men in this whole picture 
when you have inflation. 

The Cuarmman. That isthe reason we passed the bill, so they 
would not be forgotten. 

Mr. Jounston. They are the ones I feel sorry for—people on fixed 
incomes of one kind or another. 

The Cuatrman. I feel that way myself. 

Mr. Jounston. Senator, farm prices have gone up, as you know. 
They are higher now than they were in 1947. There are many that 
are lower, many way higher, but the average is higher. 

Senator Scnorrret. But in 1950, en to your own Secretary 
of Agriculture, who points this out, we are confronted by some of 
these gentlemen coming in. here and saying that against that segment 
they should be happy with roll-backs. That just does not make sense 


to me, and I am going to continue to — asking you fellows how 
’ 


can you justify this, with the wage index the way it is, with the con- 
sumer index the way it is, in relation to the statement by our own 
Department of Agriculture ? 

Mr. Jounston. Senator, I am glad you keep on asking it, because 
that is the way we get things in this world. 

Senator Scuorrren. You have got a tremendous job ahead of you, 
but certainly we must harmonize by legislation and administration 
of these measures those disparities, -and those are the things we all 
want to be helpful in trying to point out and trying to readjust in 
its proper sphere of approach. 

Mr. Jounston. I am trying to the best of my ability to bring all 
of these into focus, and it is difficult because everyone wants the 
other guy controlled and not themselves, and everyone feels they are in 
an unfavorable position compared with other segments of the economy. 

Senator Scuorpre.. It is pretty hard for me to understand these 
statistical reports before us, which definitely show that you can buy 
more of consumer goods today than you could in 1940. 

Mr. Jounston. So can the farmer. The farmer can buy a good 
many more consumer goods than he could in 1940. 

Senator Scuorrret. Not in the same ratio. 

Mr. Jounston. I do not know whether it is exactly the same ratio 
or not, but it is a very appreciable ratio, Senator. 

Senator Scnorpre.. It ought to come up more then. 
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Mr, Jounstron. I do not know what the exact figures are, but it is. 

appreciable, 
enator ScHorrreL. We do not do it by roll-backs. 

Mr, Jounston. The farmers are not the only ones that have been. 
rolled back. We have rolled back a lot of other items not in the 
farm field. 

Senator ScHorrreL., But when we take a look at the record of their- 
increases, they are not going to be hurt anything like these 6,000,000 
farmers in proportionate percentages. 

Mr. Jonnston. If you occupied my office a few days and listened. 
to the businessmen coming in and saying they are. being ruined, I 
am sure you would'agree others are being Daihen Im many of these 
fields, in the business field, we are taking the price freeze of Januar 
and rolling back from there. Meat prices we have only rolled beck 
to the January 26 level. We have not rolled them back beyond that. 
We are only rolling beef back now to when prices were frozen on 
January 26 but, in manufacturing commodities, we are taking the. 
January 26 level and rolling back from there. 

Senator Scuoerret. Which was a very high level. 

Mr. Jounston. Sure it was high, and so is meat high, Senator;. 
truthfully, you know that. 

Senator ScHorrre.. It takes you a year to even think in terms of 
putting it on the table, and manufactured product you ean do im 
60 days, ifyou have arrefficient plant. 

Mr. JouHnston. Senator, there are certain machines, and that is. 
what the machine industry is complaining about, that take 2 or 3. 
years to make, and we are holding them to the price of a year or more- 
ago, certain types of presses, turbines, that take 2 or 3 years to make. 
You do not turn out all manufactured goods in 60 to 90 days any- 
more than you turn a finished beef. 

Senator Bricker. You mentioned the public-utility situation, many- 
of them uncontrolled. Mr. Gibson I think promised us a list of those. 
Do you have a list of the uncontrolled utilities in the country? 

The Cuarrman. Would you ask Mr. Gibson to send them down. I 
know he intends to do it. He told us he would. 

Mr. Wurrenar. The last governmental report and survey, came. 
from the Federal Power Commission in 1948, and there has been no. 
survey made on utilities and@*common carriers since that time. We- 
have that material here. 

The Cuarrman. How many are there, how many States are there: 
where they are not controlled ? 

Mr. Wurrenatr. They vary so, Senator, it is impossible to answer 
that question, from trucks in certain areas, utility plants in other areas. 
It depends largely on the regulatory bodies within the 48 States. 

The Cuatrman. Do you have that report with you? 

Mr. Wuirenatr. I do; yes. 

The Cuarrman. Without objection, that will be made a part of the 
record of these hearings. ; 

(The report referred to will be found on p. 571.) 

Senator Moopy. I would like to point out it is perfectly true that 
the standard of living in the United States has been rising, happily > 
I am sure you agree. 

Senator Scuorrret. I am for it. 
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Senator Moopy. I might point out that the income of the farm com- 
munity, also happily, has been up more than a hundred percent since 
1941.. The.figures here show that in 1941 the monthly average income 
of the farmer was $981,000,000,.and in March of 1951 it, was 
$2,056,000,000, so I just want to point out that all segments of the com- 
munity have been sharing in this increased prosperity. See 

Senator Scuorrren, Let me say to the Senator from Michigan that 
he take it from 1947 to 1950. Farm-income in 1947, $30 billion, in 
1944, $21 billion, and in 1950, $28 billion. 

Senator Moopy. I thought the base on. wages was the decade. base. 
and I wanted to take the same base on farmers. : 

Senator Scuorrret. We took the ratio of percentages in there, but 
it looks changed to me, from 1947 to 1950 the farm income in billions 
has been down, and we are only in 1951 now, 

Mr. Jounston. The farm income this year will probably be in the 
neithborhood of $15 to $16 billion. 

Senator Scuorrret. I hope you are correct. 

Mr. Jounston. ‘We hone we are, too. 

Senator Scuorrre.. Without too many roll-backs we might get 
there. 

Senator Moony. I might point out to the Senator that our system is 
increasing production and increasing standards of living in both the 
country and the city, it seems to me. I hope you agree with that. 

Senator Scuorrre.. It.is as it should be, and do not for a moment 
think that I have not been up front pushing for it. I have lived on 
these farms, and I know what that means. I am for it. They have 
got some more steps to-go up, and I do not want them thrown across 
the railroad tracks. 

Senator Moony. Neither do I. 

Mr. Jennsron. To take up this next chart, earnings of production 
workers in manufacturing-industries.. You will notice they starte:| 
out at a base of 100 in 1950. -. You will notice how they went up before 
Korea, up more rapidly since, and leveled off since the freeze. The 
same is true with average hourly earnings which have leveled off since 
the freeze. 

This shows the changes in basic wage rates and price affected. The 
average increase in cents per hour in the first quarter of 1950 was prac 
tically negligible, much more in the second quarter, increased again in 
the third quarter, and higher in the fourth, and the number of em- 
ployees affected was greater in each quarter. 

The Cuarrman. You have no changes recommended as to that ? 

Mr. Jounston. No, sir. . 

Next in these charts is this on. showing prices paid and received by 
farmers and the parity ratio. You will notice before Korea, that the 
prices received, starting here at about 237, went up slightly before 
Korea, then went up precipitously, until the Chinese intervention, an: 
then -here they are at about 318, slightly down since the wage and 
price freeze. 

The Cuatrman. Is that dollar income, or how do you figure that / 
Is that the total dollar income, or the price per pound ¢ 

Mr. Jounsron. It is the index of prices received on all agricultura! 
commodities. 

The Cuairman. What commodities were they? 

Mr. Jounston. All commodities, all that are in the index. 
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The Guairman. Yeu have your parity ratio. I was curious to know 
if it was the major crops on which parity is based, or if it took in 
oranges and limes. boa 

Mr. Jornnsron.. It includes everything, oranges and limes. 

‘The Cuamrman. That is per pound, or per bushel, or however, you 
price it? 

Mr. Jounston. That is right. 

The Cuatrman. Of course one reason for the increase, as you know, 
has been the shortage of various crops this year. 

Mr. Jounston. That is true, 

The Cyuarrman. Unfortunately the Department of Agricultural 
again, estimates a shortage in wheat. ‘They estimate another short- 
age in the corn crop, total production, so the price has been up not 
mainly because of Korea, but because of the shortage in the crop. I 
want the record to show that. 

Mr. Jounston. The important ‘fact of this chart is that the prices 
the farmer paid relatively were higher than the prices he received in 
1950, but that trend reversed 

Senator Bricker. Are they showing any stabilization ? 

Mr. Jounston. Yes; they are, but today the prices the farmer re- 
ceives are relatively much higher than the prices he pays. 

The Cuarrman. Mr. Johnston, that is absolutely right, and I know 
some things are much too high. I am not here to say they are not, 
but again the shortages on the farm have made it impossible for the 
farmer to have as much to sell. ' His total dollar income is not as great 
as the price per pound or price per bushel, and that is the sad part 
about it. That is all I was trying to make clear. 

Mr. Jounston. There is no question about that. 

Senator Scuorrret. Mr. Johnston, I note your last line there, parity 
ratio. 

Mr. Jounsron.. Yes, sir. 

Senator Scuorrre.. You will note it is on the down slide, not too 
drastic, but it is starting down. © We do not know how far that is going 
to be projected. Now, in all fairness to those segments of our economy 
involved in that, are you going to let that continue to slide on down, 
or do you think it ought to be leveled off on some kind of practical ceil- 
ing basis without, say, setting parity at a seasonal Jevel and letting 
it slide back on down ? 

Mr. Jounston. Parity depends of course on the prices—the farmer’s 
prices for things he buys. The parity ratio shows the relationship be- 
tween those costs and the prices of the things he sells. 

Senator Scuorrren. If we freeze it now, the freezing of parity ? 

Mr. Jounston. We are not freezing it. I do not like that word 
“freeze” in connection with our proposal on parity. 

Senator Scnorrrer. But that is what is advocated here. I do not 
like it, either. 

Mr. Jounston. I would like to call it stability of parity for individ- 
ual crops for one crop season each; if you call it stability, yes—if we 
can get stability in parity by getting stability on the prices the 
farmer pays for things at the same time the farmer gets a good price 
— his product, he is much better off and the parity ratio would reflect 
‘that. 

Senator Bricker. There is one thing about this I do not understand, 
parity ratio is going down, and parity ratio is determined upon prices 
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bid to the farmer in a selective area. How do you get parity ratio 
going, down with prices paid by the farmer going up in the same 
period ¢ 

Mr. Jounston. Mr. Johnson will answer that, 

Mr. Jounson. The parity ratio is simply a reflection of the relation- 
ship between these two lines, and when the prices he received went 
down a little bit, the prices he paid continued up, then the ratio itself 
went down. The fact that this goes down reflects a less favorable 
position. ~ 

Mr. Jounston. This next, I think, is a signifieant chart. This is 
conperate profits before and after taxes by quarters. 

he Cuarmman. Let me ask a question. We have a meeting here at 
2:30 with Mr. DiSalle. It was suggested by Senator Bricker that ‘we 
have an executive session about the question of these commodities to 
be subsidized. 

Would you not want to talk to Mr. Johnston at a later date? 

Senator Bricker. It is not necessary to do it today. 

The CHarrman. We will have a meeting at Mr. Johnston’s con- 
venience in the futune, 

Mr. JounsTon. You call me at any time, and I will be delighted to 
come down and talk to you. 

Senator Moopy. I do have to leave, and I want to compliment Mr. 
Johnston or his usual superb job. 

Mr. Jonngton. Thank you, Senator Moody. 

Corporate profits held steady after taxes in 1949, as yon.will notice. 
Taxes were also relatively steady. In 1950, corpgrate profits in the 
first quarter were about the same as they were in the second quarter of 
1949, then they went up in the next quarter of 1950, the second quarter. 
The third quarter they were higher yet, and in the fourth quarter of 
1950 I believe they hit an all-time high, and this shows the amount 
of taxes taken. 

Now, this bar for the first quarter in 1951 is significant, because 
it shows corporate profit after taxes considerably higher than they 
were in the first quarter of 1950, even after the excess-profits tax, and 
so forth. They are, as I remember the figures, approximately 30 per- 
cent higher than they were in 1950. 

The Carman. Of course this committee has no legislation con- 
cerning this. That is a tax matter for the Finance Committee to 
handle. 

Mr, Jonnston. At the same time this shows a tremendous increase 
on tax take on corporations in the first quarter, a tremendous take. 

Now this next chart shows Government obligations, and expendi- 
tures for national defense. You will notice—— 

The CHatrman. You do not have a table showing the national de- 
fense and all Government agencies so that we can compare them, do 
you? Federal Government obligations and expenditures for national 
defense—you do not haye the other expenditures of the Government ? 

Mr. Jounsron. No, sir; this is just on national defense. You will 
notice the expenditures in 1950 were less than obligations, and only 
about $12 billion altogether. Then we show it by quarters in 1951. 
In the first quarter the expenditures were much less than the obliga- 
tions; in the second quarter, also less; in the third quarter—you will 
note it is a steady line upward in the fiscal year 1951. These are the 
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estimates for 1951. For the whole year 1951, we anticipate spending 
in the neighborhood of 22 or 23 billion dollars for armament. . 


The Cuamman. You say “armament.” Do you inelude AEC in 
there? 


Mr. Jomnston. Yes. 

The Caarmman. Do you elude stockpiling ? 

Mr. Jounstron. Yes. You will notice in the year 1952 

Senator Bricker. Is there anything included in there in the aid to 
European countries for armament ? 

Mr. Jounston. Yes; the whole program is included. The $5 bil- 
lion is included. 

The Cuamman. That takes in everything, then? 

Mr. Jounston. That is right. 

For the fiscal year 1951, you will see, it is about $50,000,000,000, ap- 
preciably over this fiscal year. 

This chart shows personal income as compared to available consumer 
goods and services. You will notice that personal income has gone 
up and will continue to go up appreciably; I do not try to follow this 
through. You can follow it on your own charts. This is the future 
in 1951. -We havé'to project it to what we think it willbe, but we are 
projecting it only for the rest of 1951. Taxes we have projected, 
disposable income after taxes, and this is for consumer goods and 
services. You will notice they have gone up appreciably but will level 
off now. In other words, there will not be more consumer goods and 
services, although there will be this vast additional income. 

I told you earlier there will be an increase in income in the neighbor- 
hood of $37 billion that will have to be made up in taxes, savings, and 
so on, for we won’t get additional production of civilian goods, to 
soak it up. 

Senator Bricker. One question at this point, Mr. Johnston. 

Did I understand you in the beginning to say that in the 1,256 
pending cases that management and labor had agreed on wage in- 
creases which pierced the 10-percent wage increase formula? 

Mr. Jounston. Yes, sir; there are more than that now. I think 
there are about 1,500 cases before the Stabilization Board in which 
management and labor have agreed on a settlement in excess of the 


"— ormula., 
Senator Bricker. That was the thing that prompted my question 
to yowra' moment about-the tripartite board. 

Mr. Jonnston. That finishes the chart presentation. 

The Cuamman. Mr. Johnston, I do not believe I have any further 
questions. 

Mr. Jonnstron. Mr. Chairman, if I might read into the record our 
idea in the Economic Stabilization Agency of what the amendment 
on parity does—it is my opinion this amendment does not freeze 
parity prices or in any manner interfere with the full operation of 
the parity concept. Its only purpose is to permit a ceiling price to 
remain stable throughout the marketing season rather than be sub- 
ject to a monthly fluctuation. The advantage is purely an adminis- 
trative one to enable OPS to have posted dollar-and-cents ceiling 
prices which would not have to be changed on a monthly basis every 
time parity fluctuated. However, as parity escalates upward the 
full rise would be permitted in setting the ceiling for a subsequent 
marketing season. This is the same technique now employed by the 
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Secretary of Agriculture fer the purpose of the administration of the 
rice-support program. Mats mart 
The Eccameacaars Teaake you, Mr, Johnston. 

Senator Bricker. One other question, Mr. Chairman. 

At the bottom of page 2, you are talking about taxes: 

We call them sacrifices, actually they are privileges of citizenship in a Nation 
dedicated to the survival of freedom. 

Now, that is a nice phrase, and possibly true to a degree, and yet 
do not taxes reach the point where they do curb incentive 

Mr. Jounston. There is no question about that, Senator. 

Senator Bricker. When you have war as an impetus, or a danger 
to drive production, your taxes can reach the point where they will 
curb production, and are actually inflationary. 

Mr. Jonnstron. In my opinion that is.very true. I think that 
taxes in certain foreign countries have reached the point of confisca- 
tion so that they have curbed production, and one of the reasons they 
are in the difficult position they are is because of the very high tax 
rates. I think you are thoroughly-right about that. 

The CuatrMan. Senator Douglas? 

Senator Doveras. I want to congratulate you on your very able 
statement. I want to ask if there ts no danger that the pubhe and 
Congress may be living in a fool’s paradise at the present time be- 
cause of the fact that there has been a lull in the upward movement 
of prices during the last 2 menths? ! 

[r. Jounston. That is thoroughly: right, Senator. I stated a 
little earlier, if you do not mind my repeating, that we do have high 
inventories now. We have been producing more consumer goods than 
we have been consuming, but that isa temporary situation, because 
with the allocation of raw materials in the defense effort, and with 
the vast step-up in Federal expenditures by the fourth quarter of 
this year to the rate of $50 billion annually, we know there will be 
tremendous inflationary pressures. As the old fellow said, “We 
ain’t seen nothing yet,” as far as inflationary pressures are concerned. 

Senator Doveras. So you think it would be a great mistake if 
Congress, not feeling the immediate emergency, were to conclude there 
would be no emergency in the years ahead ? 

Mr. Jonunston. I feel from the bottom of my heart it would be a 
serious mistake to remove wege and price controls until we can get 
increased production in another year or 2 years from now. 

Senator Doveras. Thank you very much. 

Senator Bricker. One further question in regard to the Stabiliza- 
tion Board. There is no question but under the law you can over- 
rule, approve, or amend in any way the recommendations of any such 
Stabilization Board ? 

Mr. Jonnsron. That is right. sir, and the President can overrule me. 

The Cramman. We appreciate your statements and charts, Mr. 
Johnston, and I certainly want to thank you personally. I certainly 
got much out of this meeting, and I appreciate your testimony here. 

At the convenience of the committee, and Mr. Johnston, we will 
perhaps sit around the table in executive session. 

Senator Bricker. You will not be here this afternoon ? 

Mr. Jounston. No, sir. 

Senator Bricker. There was a question of the control of profits 
that we want to take up, but we can do that at a later date. 
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The Cuamrman. Go ahead and do it now, Senator. 

Senator Bricker. It is just a question of the control of profits. 

Mr. Jounston. We do not want to control profits. That is not 
my idea at all. 

Senator Bricker. Is that not the basis of some of your orders? 

Mr. Jounston. No, sir; we think quite the opposite. 

Senator Bricker. As I said, it isa matter of argument. 

Mr. Jonnston. We do not want to control profits in any company. 
I assume you are referring to the basic pricing standard which pro- 
vides that an industry cannot come in and ask for an industry-wide 
price increase if it is in excess profits. We are saying an industry 
cannot come in for a price increase if that industry is in excess profits. 
If a price increase is granted under this policy, it does not mean that 
there are not companies in that industry that are way up in excess 
profits. _We want to reward efficiency with greater profits. The more 
profits the more taxes, and also the greater reward to individual 
companies for efficiency. 

There is one difficulty. I think you can get taxes so high in the 
excess-taxes bracket that you retard the incentive for production. 

Senator Bricker. I think you have reached it now were it not 
for the war effort. 

Mr. Jounsron. I think we would be beyond it if it were not for 
the defense effort, and you may reach a point even with the defense 
effort where it is too high, Senator. 

The Cuamman. Mr. Johnston, were automobiles included in the 
manufacturers’ order ? 

Mr. Jounston. The automobile people were excluded. 

The Cuarrman. Were there others excluded ? 

Mr. Jounsron. Yes, there were others. 

Mr. Jounson. By and large, all basic materials were excluded, and 
a number of other manufacturing areas such as apparel. The com- 
plete list is readily available if the committee would like it. 

The Cuairman. You sent me the list, but I was asked that question. 

Senator Bricker. Is the list in the record ? 

Mr. Jounston. We will put the list in the record for you. 

(The list referred to follows :) 


Tue WHat AND WHY OF THE GENERAL MANUFACTURERS’ OrpER CPR 22, OFFICE OF 
Price STABILIZATION 


THIS FACT SHEET TELLS YOU— 
What it is 


Ceiling Price Regulation 22 is an order of the Office of Price Stabilization 
setting ceiling prices for many manufactured products at a pre-Korean base plus 
actual inereases in materials costs through 1950 (later for some goods) and 
increases in factory payroll costs through March 15, 1951. 

The base period is April 1 through June 24, 1950, or any one of the three 
preceding calendar quarters selected by the seller. 

Ceiling price is the highest base-period price of a commodity, with adjustments 
for factory payroll and materials-cost increases. 

Sales terms must be wholly consistent with base-period delivery terms, differ- 
entials for purchaser classes, discounts, premiums, and other conditions. 


When it is effective 


Effective date of CPR 22 is May 28, 1951. Manufacturers must notify OPS 
by registered mail as to proposed ceiling prices higher than those under the 
general ceiling price regulation and must wait 15 days after OPS receives notifi- 


cation before selling at the new figures. Notification may be given to OPS before 
May 28, 
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Who is covered by it 


CPR 22 applies to sales by all manufacturers in the continental United States, 
including exporters, except sales at retail and sales of commodities specifically 
exempted. Manufacturers with last fiscal year gross sales under $250,000 have 
the option of using CPR 22 or remaining under the GCPR. 

Manufacturer means a producer, processor, assembler, finisher, printer, or 
fabricator; it does not mean anyone whe merely, packages; .laheis, markets, or 
‘sells a commodity or combines commodities without substantially altering them. 

An estimated 75,000 industrial concerns are.directly affected by CPR 22. 

Examples of manufactured products covered : 

House and office equipment: Radios, TV sets, refrigerators, washing machines, 
ranges, sewing machines, furniture, bedding, housewares, office supplies, type- 
writers, business machines, etc. 

Processed food and grocery products: Nonseasonal items like candy, breakfast 
‘cereals, crackers and cookies, ice, baked beans, pickles, peanut butter, sauces 
and seasonings, baking powder, soup mixes, meat extracts, dog and cat food, 
gelatin desserts olives, yeast. 

Miscellaneous: Many building materials, most chemicals, many textile prod- 
ucts, tires and rubber products, paper and paper products. (See exemptions.) 


‘Who is exempted from it? 


CPR 22 does not apply to sales by manufacturers of the following commodities, 
most of them now or to be covered by other OPS regulations or specifically 
‘exempted : 

Raw agritiiltural prodteéts. 

Raw forest products. 

Fuels: Gas, electricity, and steam; petroleum, natural gas, petroleum fuels, 
‘and lubricants; coal and coke. 

Industrial materials: Lumber and allied products; metals and minerals, in- 
cluding ores, alloys, scrap, nonmetallic minerals, fabricated structural steel. 

Repairs and replacement parts when sold by manufacturer of assembled article 
for its repair. 

Chemicals: Crude and synthetic rubber; synthetic textile fibers and yarns; 
‘drugs and cosmetics; household soaps and cleansers; ethyl and butyl alcohol, 
acetone ; paints and varnishes; naval stores; most fats and oils, including whale 
‘and fish oil; natural dyeing materials; inedible tallows and greases; oilseeds 
and nuts retaining their identity in normal trade practices; others like glycerin, 
Soap stock, glue stock, oleo stock, gums, waxes. 

Hides and skins, including cattle, hogs, sheep, horse, deer, alligator, snake. 

Leather, tanned and finished. ' 

Stone, clay, and glass products, including glass containers, Portland cement, 
lime, sand, gravel, merchant clays. 

Textiles, including wood fibers, wool yarn and fabrics, wood and synthetic 
-yarn floor coverings. 

Apparel and footwear except rubber footwear. 

Tobacco products. 

Passenger automobiles. 

Food and kindred products: Fresh meats and poultry ; dairy products; canned, 
frozen, dried seasonal fruits and vegetables and their juices; canned seups and 
baby foods; flour and perishable bakery products; refined sugar ; wines and dis- 
tilled spirits; soft and malt beverages; frozen and dried eggs; chewing gum; 
‘others, including mixed feeds, fish feed products, soybean oil meal, cottonseed 
‘cake and meal, lard, sausage except dry, rice, blackstrap molasses. 

Precious jewelry. 

Works of art. 

Publications, including books, magazines, newspapers, periodicals, motion pic- 
tures, maps, charts, globes. 

Lead pencils. 


Purpose of it 

CPR 22 has three main purposes : 

To roll back margins widened after the Korean outbreak.—Many companies 
raised prices beyond the point justified by labor and materials cost increases. 

To restore more normal cost-price relationships —The price structure frozen 
by the General Ceiling Price Regulation was unbalanced. Some industries lagged 
behind cost increases, others outran them in price ; competing companies charged 


divergent prices ; quotations for individual products within a single company were 
often out of scale. 
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To t needed relief to manufact rom the general freeze order.—Prices 
1 behind cost increases in some ind with the general fi#e%e haxuper- 
ing profitable operations. Companies which followed voluntary pricing standards 
last December were handicapped as against competitors ignoring them. 

The regulation aims to fill the gap between the GCPR and additional regula- 
tions designed for separate problems of individual industries: OPS is moving 
toward ironing out distortions and inequities. Regulations covering many retail 
businesses have been issued; specific orders for some manufacturing branches: 
haye been prepared; a wholesalers’ order is in the work stage. 


Principles behind it 


The formula of CPR 22 is a return to pre-Korean prices adjusted for increases: 
in manufacturing costs in the interim: Between July 1949 and June 1950 prices. 
and costs were in general balance yielding satisfactory margins to most industries. 
If that margin was sufficient, then the formula should be sound for current 
production. 

Increases are limited to advances in manufacturing costs affecting labor and! 
materials actually required for préduction: Several methods of-¢alculating costs: 
are provided to meet needs of manufacturers with different accounting and. 
record systems. 

Increases may not reflect changes in overhead costs such as major repair,. 
expansion, general administration, sales, and research: Such costs cannot be-- 
allocated to individual commodities. Unit overhead varies with volume; for 
most manufacturers, output has gone up since Korea and unit-overhead cost has 
declined. 

Calculations will be repeated later to give effect to the impact on costs of CPR 
22 and other OPS orders: Products of one manufacturer are raw materials for 
another ; but it would be impractical for each producer to postpone calculations: 
until other ceiling prices down the line were determined. 

CPR 22 provides in most, cases only for cost increases up to December 31, 
1950: Price increases based on current materials costs which the regulation. 
itself may roll back must be avoided. Decreases since Korea must also be taken 
into account. For imported materials, basic ores and metals, raw materials, and 
others not under the order, cost increases may be computed to March 15, 1951. 
Provision is also made for farm products selling below parity. 

Every increase in cost is not automatically translated into rising prices: 
This would mean rubber-stamped inflation. Improved productivity, economies,. 
and changes imr-volumennit cost destrey exact parallels between prices and unit 
costs. 

The cut-off date for labor and materials attempts to break the cost-price cycle: 

An earlier date would increase petitions for relief. 

A later date would result in unjustifiably high prices in too many instances. 

Cost increases after December 31 or March 15 will not be ignored but are 
not automatically reflected through CPR 22. 

Cost increases not recognized under the regulation which reduce profits un- 
fairly, when demonstrated, will be the basis for adjustments. 

Tailored regulations will be substituted for CPR 22 as rapidly as possible 
to take care of specific industry situations. 


How to operate under it 


CPR 22 deals with repricing methods for commodities delivered or offered 
between July 19, 1949, and June 24, 1950. Im figuring his new ceilings, the 
manufacturer starts with his base period price and makes adjustments for in- 
creases in labor and materials costs. If there have been no increases, he may 
retain his base prices without calculating adjustments. 

Labor cost adjustments may be calculated as in the following example: 


en eee eee eee tees weer in TO. oe $1, 000, 000 
Factory payroll in same period $300, 000 
Labor cost ratio _pereent__ 30 
Last. payroll in base period selected_.__.______________________-__ $6, 000 


Same payroll at Mar. 15, 1951, rates ‘ $6, 500 
Increased “fringe benefits” 100 


Recomputed payroll $6, 600 
Wage increase factor ($600--$6,000) percent__ 10 
Labor cost adjustment factor (10 percent of 30 percent) -__percent__ 3 
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The 3 percent is added to a commodity’s base period price. 

This computation may apply to the entire business or to a unit with regularly 
maintained separate records. 

Factory payroll does not include labor used in general administration, sales 
and advertising, or research, or in major repairs or replacement of plant or 
equipment, or in expansion. It does include labor used in factory supervision, 
packaging and handling, ordinary maintenance and repair, and in mater‘als 
control, testing, and inspection. 

Recomputed payroll may include increased cost of “fringe benefits” like insur- 
ance plans, pension contributions for current: Work, and paid vacations. 

Materials eost adjustments are calculated by any of four methods designated 
as the aggregate method, the individual commodity method, the production line 
method using best selling commodity, and the composite bill of materials method. 

Example of the aggregate method, the simplest for most manufacturers: 


Net sales for last fiscal year in 1950 


Increases in materials costs 100, 000 
Trentegees tp etete ec ie sea ie a oh es 50, 000 
Net increase in costs. 


Materials cost adjustment factor ($50,000-+-$1,000,000) ____percent__ ; 5 


The 5 percent is added to a commodity’s base period price. 

Materials cost changes up to December 31, 1950, may be included, or up to 
March 15, 1951, in the case of raw materials, imports, basic ores.and metals, and 
other materials not covered by the regulation. 

Increases up to date in costs of farm products under parity may be included. 

The other three methods of computing the materials cost adjustment factor 
are outlined in CPR 22. 

Actual transportation cost increases up to March 15, 1951, may be added to 
the base period price if the latter is a delivered price. 

New commodities introduced since June 24, 1950, are priced by relating them 
to comparison commodities dealt in during the base period. 

On new commodities falling within categories handled during the base period, 
a percentage mark-up over a comparison item is applied. 

Hardship appeals may be made to OPS by manufacturers for upward price 
adjustments if ceilings result in operating losses; they will be acted on within 
30 days. 

Reports on ceiling prices must be filed with OPS in Washington by every manu- 
facturer by May 28, 1951; forms may be obtained from any OPS office. 

Information required includes: Category or product line. covered by the re- 
port: dates of the base period selected ; estimated 1950 dollar sales; labor cost 
adjustment factor for the product; materials cost adjustment factor; proposed 
price increases, with.a percentage comparison with GCPR prices. 

Reports of ceiling prices on commodities in a different category from any 
sold between July 1, 1949, and June 24, 1950, must he filed with OPS. These com- 
amodities can be sold after 15 days unless notifed of price disapproval. 


The Cuarrman. You further stated you would issue another order. 
First, as I remember—it was several weeks agc—you gave all manu- 
facturers an order concerning certain manufactures. 

Mr. Jounston. There is the interim policy, Senator, the policy be- 
fore we get to what we call the basic policy. The basic policy is that 
an industr y cannot come in and ask for a price increase if it is in excess 
profits, but before you get to that basic policy there are many inequities 
which have to be adjusted, so we have an interim manufacturers’ pric- 
ing noliey which will go into effect the 28th of this month. 

The Cratrman. That does not include the certain things you say 
are exempt. 

Mr. Jonnston. It does not include basic steel, aluminum ; they are 
already under another agreement entered into on prices. 


The Crarwan. This question of issuing licenses on all business 
firms in America. 
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Mr. Jounstron. Do you want our statement on licensing? This 
amendment is in all material respects the same as the licensing provi- 
sions of the Emergency Price Control Act. The Senate Banking 
and Currency Committee stated in 1942, in approving the licensing 
provision : 

Nor are criminal prosecutions or injunction suits sufficiently flexible to assure 
substantial justice.to the particular case. L:censing on the other hand, in many 
cases will provide the flex'bility which is essential to avoid hardships to the law- 
abiding businessman. American experience during the last war shows that 
both compliance and flexibility are attainable goals. That experience arose 
primarily out of the licensing provisions of the Lever Act. Under that statute 
Mr. Herbert Hoover as Food Acmin‘strator was given broad licensing power 
which was extensively and effectively used. On the other hand, the Fuel Admin- 
istration did not at first have the powers to license, but it was soon d scovered 
that such power was necessary. The result again was enforcement which, 
though highly effective, caused no hardship to business. 


That quotation is from the Banking and Currency Committee of 
1942. 

This amendment guarantees a license to everyone engaged or desir- 
ing to engage in a business. However, no license would be required 
of any farmer or fisherman, arid, in order that there be no question 
of interference with freedom of speech and freedom of the press, no 
license would be required as a condition of selling and distributing 
written matter, radio, television, and I presume, motion pictures. 

In World War II, from the inception of price controls in 1942, 
through 1945, there were issued 32,118 license warning notices. How- 
ever, as of May 1, 1945, only 325 license suspension suits had been filed 
in court, and of this number 116 were completed and 48 judgments 
were entered by consent. : 

It should be emphasized that this licensing authority cannot be dis- 
persed administratively. Indeed the possibility of arbitrary or 
capricious suspension is impossible, because the suspension of a license 
can only be effected by a court of competent jurisdiction over a violator 
who has had his day 1n court. 

Thus enforcement of price control through licensing is in the Amer- 
ican tradition. It seeks compliance, not punishment. Only where 
there is a flagrant disregard of the congressional mandate is actual 
suspension involved, 

The Cuarrman. Of course you recommend that be put in this law, 
as it was im the 1942 law ? 

Mr. Jounston. That is right. 

The Cuatrman. Have you got any reason to think that that is nec- 
essary? . Have we had a lot of flagrant violations, and so on, during 
the past year ? 

Mr. Jounston. We have had no flagrant violations recently, but 
I would like my chief counsel to answer that question. 

Mr. Wuirenarr. It is considered, Mr. Chairman, as this program 
expands, this licensing provision will be the most acceptable to the 
American businessman and to industry, much preferable to resorting 
to criminal courts, or other processes, the imposition to damage action 
or injunction suits. As the statement there read by Mr. Johnston 
shows, it has been considered the most acceptable manner in which to 
obtain compliance in preference to getting into our criminal courts 
and punishment. We are asking for this tool. We do not know that 
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it will be-meeded but, in the event it is-néeded ms thé prdgram ex- 
pands, we feel it is highly essential to have it ineluded in the bill. 

The Cuarrman. Let me ask you this. 

Do you remember what kind of cases there were—I remember 
casually one or two of them—did not a lot of them who violate the law 
do it mot at the top level, but in connection with rationing, and at that 
level? - 

Mr. Wurrenam,. A great deal of it was at the retail level, sir. 

The Cuamman. I remember violations by people who ran stores 
and sold meat without coupons, and continued to do it. In man 
instances gasoline brought into States by trucks was not checked, 
being sold without coupons. That I remember. 

ere many of the business people violating ? 

Mr. Wurrenair. [did not happen to be here during the OPA days, 
and I would like to look that up. 

The CuarrMan. I might be entirely wrong, but it seems to me those 
cases concerned some smaller merchant who sold something over 
price, or sold some article for which you had to have coupons, canned 
goods, gasoline. 

Mr. Wurrenar. That may be correct, sir. I might add in all these 
amendments here it is no statement against the law as it was passed 
in September 1950. It is just the experience that the economic men 
have had and the legal division have had, so we feel that these few 
proposed amendments will be decided improvements and give to the 
Administrator the additional authority and flexibility he needs to 
effectuate this stabilization program. 

Senator Bricker. Do you have at hand a list of the prosecutions 
and the licenses revoked under the 1942 law? 


Mr. Wurrenarr. I can get that, Senator. I would be glad to. 

Senator Bricker. I wish you would. I would like to take a look 
at them to see their character, and what. the:impact was on the 
economy then. 

The CuatrmMan. Without objection, that will be done. 

(The information referred to follows :) 


May 24, 1951. 
Hon. Burnet R. MAYBANK, 


United States Senate, Washington, D. C. 


Dear SENATOR MAyBANK: Testimony has been presented to the Senate Banking 
and Currency Committee that OPA, from the inception of price control in 1942 
through March 31, 1945, issued 32,118 warning notices for violations of price 
regulations and, as of May 1, 1945, filed 325 license suspension suits in the 
courts. You have requested further information as to the nature of these 
license-suspension actions. In accordance with your request, I am pleased to 
submit the following information, indicating the regions where the suits were 
brought, the types of sellers involved, and the nature of the disposition of these 
suits. 

The tables which are attached present a statistical summary of this infor- 
mation. Table 1 lists the number of license-suspension suits filed and completed 
by each district office of OPA; table 2 indicates the regulations involved in the 
license-suspension action; while table 3 lists the final disposition, including the 
length of suspension ordered by the courts. 

From the foregoing it is seen that of the 325 suits .filed by the OPA about 
one-third were closed as of May 1, 1945. 

Region VIII filed 141, or over 40 percent of the license-suspension suits in the 
country ; Region VI, 58, or 17.8 percent; Region III, 39, or 12 pereent; Regions 
II and VII, 24, or 7.3 percent each; and the remaining 39, or 15 percent, came 
from the other three regions. 
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Bul were filed..by 52.0f the 9B.distrigt see districts in Region VII 
fied at least one; the 15 districts in Region VI have filed at least one. 

Fifteen of the total suits filed were at preretail levels—six of these being in 
the Chicago region, four in the San Francisco region, two in the Dallas region, 
and one each in New York, Cleveland, and Denver. 

Analysis of these completed suits as to commodity and regulation coverage 
reveals that 91 out of 116 suits completed involved food regulations, half of 
them involving MPR 423 (retail food, groups 1 and 2 stores) and General Order 
51 (community ceiling prices). There were nine suits completed under the ap- 
parel regulations—four in Region VIII, two in Region VII, two in Region II, and 
one in Region IV. Fourteen were completed in fuel and consumer durables— 
three involving tires and tubes and nine (all in Region VIII) involving consumer 
durable regulations, Two were completed under MPR 165. 

Of the 101 suits won, 48 of the orders were obtained by consent. The length 
of suspension varied from 2 days to 1 year. Of the 94 cases where statistics 
are available, in 68 suspension for 30 days or less was directed. Five suspen- 
sions were for 3 months or less, 8 were from 3 to 6 months, while in 13 cases 
suspensions of 1 year were obtained. 

I trust that this information will be helpful. 
Respectfullyyours, 


















Eric JoHNsTON, Administrator. 





Tas_e 1.—License suspension suits, by district office, through April 1945 


| i 
Number Number | Offices which have not 
filed completed | filed suit 









Offices which have filed suits 


116 | 


9 ‘| Augusta, Concord. 


Wilmington, Camden, Al- 
— bany, Binghamton, Buf- 
4 falo, Syracuse, Altoona, 
ees Erie, Harrisburg, Phila- 
SESS AEN delphia, Scranton, Wil- 
ee eT liamsport. 
















3 Indianapolis, Louisville, 
—_— Escanaba, Cincinnati, 
Toledo, Charleston. 











| Jacksonville, Miami, At- 
—|——_——|_ lanta, Savannah, Rich- 
Etedeatines | mond, Charlotte, Ra- 
1 | leigh, Columbia, Nash- 

| ville. 





2 | Little Rock, Wichita, New 
roa | Orleans, St. Louis, Okla- 






I L,, ict vntscdiemetnetsdeainiep naman 
Shreveport 






homa City, Tulsa, Fort 
Sa ale | Worth, Houston. 
1 
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TABLE 1.—License suspension suits, by district office, through April 1945—Con. 


SS PCa OR ee ed ee RE 
gd. ber- |; Number. | Offices whith-have not 
ied completed yo filed suit: , 


Prarie, Sioux Citys Twin 


Salt Lake City, Cheyenne. 
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CoMMON CARRIER AND OTHER Pus.ic Uritities Nor Sussecr To Rate REGULATION 


The chief source of information on the scope for State regulation is a sur- 
yey conducted in 1948 by the Federal Power Commission (in cooperation with 
the National Association of Railroad and Utility Commissioners) entitled “State 
Commission Jurisdiction and Regulation of Electric and Gas Utilites.” Table 1 
from this survey, Regulation of Rates, is reproduced as appendix A to this 
memorandum, 

The following material is based largely on the 1948 FPC-NARUC survey, with 
as much supplementary material as could be obtained. That survey was chiefly 
concerned with electric and gas utilities. The making of an exhaustive analysis 
of all utilities not subject to regulation would be a project of vast scope. It 
would include all types of carriers and miscellanous utilities, for which collected 
information on the order of the FPC survey does not seem to be available. 

The FPC survey, however, did include a summary tabulation of Utilities Other 
Than Gas and Electric Regulated (table 9) reproduced as appendix B to this 
memorandum. It should be noted that this table does not cover seven States 
with no commission regulation of gas and electric utilities; it is designed chiefly 
to show the additional responsibilities of those commissions regulating electric 
utilities. 


A. EXTENT OF REGULATION OF ELECTRIC AND GAS RATES IN STATES AND TERRITORIES 


1. Commission regulation of privately owned electric and gas utilities 
Commissions with power to regulate the rates of privately owned electric and 
gas utilities exist in all but 7 of the 48 States, in the District of Columbia, in the 
Territory of Hawaii, and in Puerto Rico. 
States and Territories wholly without commission regulation of electric and 
gas rates are: 


Alaska Minnesota South Dakota 
Florida Mississippi Texas ’* 
Iowa Nebraska 


Further information on the scale of electric utility operations in these States 
is given in appendix C. 

The existence of State commission regulating rates of gas and electric utilities 
does not mean that their powers over rates and services are complete. The 
Colorado commission does not regulate utilities operating in home-rule cities; 
in Kansas the commission does not have jurisdiction over utilities operating 
entirely within a city except in minor respects; and in Ohio rates of electric and 
gas utilities may be regulated by ordinances of municipalities, which rates, if 
not acepted by the utility, may be appealed to the commission which can approve 
the ordinance rate or fix a different rate. Where a municipality fails to prescribe 
rates by ordinance the commission may do so by application by the utility. 


2. Other forms of regulation of privately owned electric and gas utilities 


“Absence of commission control over rates, however, does not necessarily mean 
complete lack of regulftion. Under common law public utilities must render 
service at reasonable rates and without discrimination. In States without com- 
mission regulation the statutes often provide other methods of insuring utility 
services at reasonable cost. * * * In Texas, cities of more than 2,000 in 
population have power to regulate rates and service of electric and gas utilities 
within their boundaries, and utilities must file annual reports with the mayor 
in all such cities” (FPC study, p. 3). However, municipalities may elect not 
to regulate the rates charged by privately owned electric utilities. Ig Nebraska, 
where all the electric utilities except 8, each serving in a community of from 
250 to 1,000 population, are now publicly or cooperatively owned, the railway 
commission has no jurisdiction over rates of public power districts and only 
limited jurisdiction over municipally owned utilities. 


8. Regulation of publicly owned and cooperatively owned electric utilities 
Publicly owned and cooperatively owned electric utilities are subject to some 

degree of control over rates and services in relatively few of the States. Less 

than one-third of the 41 State commissions vested with power to regulate pri- 


1 Regulates gas utilities ; does not regulate electric utilities, 


83762—51—pt. 1——-37 
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vately owned electric utilities have power to control rates and services of publicly 
owned and cooperatively owned electric utilities. 

The following 12 are the only State commissions having power to regulate 
residential, commercial, and industrial rates charged by publicly owned electric 
utilities : 


Indiana Montana Vermont 
Kansas Nevada West Virginia 
Maine New York Wisconsin 
Maryland Rhode Island |. Wyoming 


For the year 1949, publicly owned_electric utilities reporting to the Federa| 
Power Commission (representing approximately 80 percent of electrical energy 
publicly produced) received revenues of $426,249,669 from an average of 4,089,224 
consumers. 

The following nine are the only State commissions having power to regulate 
residential, commercial, and industrial rates charged by cooperatively owned 
electric utilities : 


California Kentucky Virginia 
Indiana Maryland West Virginia 
Kansas New Jersey Wyoming 


For the 12 months ending June 30, 1950, the cooperatively owned electric util- 
ities in the United States had operating revenues of $219,506,000. There were 
1,076 such associations at that date, serving approximately 3,780,000 customers. 

The following 11 are the only State commissions having jurisdiction over sales 
by publicly owned electric utilities to public authorities for resale: 


Indiana Montana West Virginia 
Kansas Nevada Wisconsin 
Maine Rhode Island Wyoming 
Maryland Vermont 


The following eight are the only State commissions having jurisdiction over 
rates charged by cooperatively owned electric utilities on sales to privately owned 
utilities for resale: 


California Wyoming New Jersey 
Indiana Kentucky West Virginia 
Kansas Maryland 


The following are the only State commissions having jurisdiction over sales 
by publicly owned electric utilities to privately owned electric utilities for resale: 


Indiana Montana West Virginia 
Kansas Nevada Vermont 
Maine New York Wisconsin 
Maryland North Carolina Wyoming 


B. EXTENT OF REGULATION OF COMMON CARRIER BATES BY THE STATES 


1. In most States the rates of trucks hauling agricultural commodities are not 
regulated. 

2. In Illinois and New Jersey truck rates generally are not regulated. 

3. A striking example is given of the effect on price control of the lack 
of regulation of certain water carriers by the following extracts from a report 
of the Chief of the Petroleum Branch of the Office of Price Stabilization : 

“We are receiving in the Petroleum Branch numerous demands that we 
recognize and take some action relative to barge operators in the New York 
harbor and on the Hudson River. It appears that these operators claim to be 
untouched by the GCPR, due to the fact that they regard themselves as common 
carriers. However, they have no jurisdiction placed upon them by any State 
or Federal regulatory body. That being the case, they have found it possible 
to materially increase their rates to the point where we are going to be faced 
with the necessity of recognizing the advisability of increasing product prices 
to offset their increased rates. 

“I believe the intent of the act is very clear to the extent that common carriers 
were excluded because it was felt that State or Federal regulatory bodies would 
control their rates. It appears, therefore, that some amendment to the act 
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or some Official interpretation should be made which would clearly indicate 
that an operator of any transportation facility must be under State or Federal 
regulation or else will fall under the provisions of the GCPR. 

“This situation is growing more a ste every day, and immediate action is 
necessary if we are to be able to maintain price levels on gasoline and heating 
oils on the eastern seaboard from New York harbor north.” 


C. EXTENT OF REGULATION OF MISCELLANEOUS UTILITY RATES BY THE STATES 


1. See the FPC tabulation of Utilities Other Than Electric and Gas Regulated, 
attached hereto as appendix B. 

It should be noted that some sharp classes of rates listed in this tabulation 
(for example, taxicabs and street railroads) are controlled by municipal author- 
ity. Detailed information is not presently available on the extent of such 
control. 
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APPENDIX C 


SEVEN STaTes WHOLLY WitTHoUT CoMMISSION REGULATION OF RATES 


PRIVATELY OWNED ELECTRIO UTILITY COMPANIES 
(AS OF DECEMBER 31, 1949, UNLESS OTHERWISE INDICATED) 


Florida: 

Companies: 51. 

poatyoi assets: 

Customers: 542,000. 

Operating revenues: $70,500,000. 
Iowa: 

Companies: 10. 

Gross assets: $328,835,000. 

Customers: 661, 


Operating rev enues: $71,438,234. 


Minnesota : 
Companies: 8. 
Gross assets: $298,000,000. 
Customers: 610,000. 
Operating revenues : $79,200,000. 
Mississippi : 
Companies: 2 


Source: FPC statistics. 


Mississippi—Continued 


Gross assets : $94,700,000. 
. Customers: 191,500. 
Operating revenues : $26,709,000. 


Nebraska : All electric-utility facilities 


in this State are either publicly or 
cooperatively owned. 


South Dakota: 


Companies: 3. 

Utility plant: $46,482,000. 
Customers: 61,500. 
Revenues : $16,357,615. 


Texas: 


Companies: 13. 

Utility plant : $858,700,000. 
Customers: 1,557,000. 
Revenues: $196,807,000. 


EFFECT OF THE PRESENT EXEMPTIONS IN SECTION 402 (e) (Vv) IN FAVOR OF COMMON 
CARRIER AND OTHER PUBLIC UTILITIES, AND THE PROPOSED AMENDMENT 


Section 402 (e) of the Defense Production Act of 1950 reads in part: 

“The authority conferred by this title shall not be exercised with respect 
to the following: * * * 

“(v) Rates charged by any common carrier or other public 
uiity * 4+ 4 

Congress granted the present exemption, it seems clear, on the assumption 
that it is unnecessary to place carrier and utility rates under Federal price 
authority since they are already subject to rate regulation by State and Federal 
bodies (96 Congressional Record 12052; S. Rept. No. 2251, 81st Cong. 2d sess., 
p. 37). Congress did not intend to grant a similar exemption to unregulated 
earriers and utilities. 

In hearings before the Joint Committee on Defense Production on March 2, 
1951, the chairman asked the question: “What about utilities? Are the State 
commissions doing a job on that? Have you checked into that? We left it 
for the States because we thought the State utility commissions would perhaps 
do a litle bit more about it than someone here in Washington because he would 
be familiar with his own section and might not be familiar with the section 
in a far distant State.” 

An almost identical provision was found in the Emergency Price Control Act 
of 1942. Section 302 (c) provides that: “Nothing in this act shall be construed 
to authorize the regulation of * * * (2) rates charged by any common 
carrier or other public utility.” 

The Supreme Court of the United States, discussing this provision in -Davies 
Warehouse Co. v. Bowles (321 U. 8. 144 (1944)) said that Congress intended 
to exempt public utilities, “whose charges already were regulated as public 
utilities and hence were not probable sources of inflationary dangers” (p. 151). 

Despite this indication by the Supreme Court of what was probably the aim 
of the exemption, the Emergency Court of Appeals in Dunham & Reid vy. Porter 
(157 F. (2d) 1022 (1946)), held that section 302 (c) of the Emergency Price 
Control Act applied to all common carriers without exception, and was not 
limited to those carriers whose rates are regulated by public bodies. In coming 
to this conclusion the court made the following comments which have equal 
pertience to the provision of the present statute (157 F. (2d) 1023): 

“We think that to construe the term ‘common carriers’ in the exempting 
clause as though it read ‘common carriers whose rates are otherwise regulated’ 
would be to amend the statute under the guise of construing it. We are quite 
aware of the Administrator’s contention that this construction is necessary in 
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order to make certain that all common carriers will be subject either to Federal 
price control or to State or Federal rate regulation. This may be, and doubtless 
is a desirable objective which it is within the power of Congress to achieve. 
But the argument should be addressed to Congress and not to us. For the 
language which Congress actually used in section 302 (c) was not designed to 
accomplish that result and we do not think that it may fairly be tortured into 
doing so.” 

The proposed amendment is designed to eliminate the possibility that the 
Dunham & Reid case might be followed in construing the 1950 act. It makes it 
clear that only the rates of common carriers and public utilities whose charges 
already are regulated shall be exempt. Carriers or utilities whose rates are 
not subject to regulation by existing authority will be subject to Federal price 
control under the Defense Production Act. 

This amendment does not take away any power from the States. If at any 
time a State, through its Public Service, Commission, or through any other 
competent regulatory body, such as a municipality, undertakes to control the 
rate of a utility not presently subject to regulation, the exemption would apply 
in full force, and Federal regulation would cease. 


RIGHT To NOTICE AND INTERVENTION BY THE OFFICE OF PRICE STABILIZATION IN CASE 
OF Proposep RATE INCREASES 


The present provision of the Defense Production Act (see. 402 (e) (v), proviso) 
reads as follows: 

“No common carrier or other public utility shall at any time after the President 
shall have issued any stabilization regulations and orders under subsection (b) 
make any increase in its charges for property or services sold by it for resale to 
the public, for which application is filed after the date of issuance of such 
stabilization regulations and orders, before the Federal, State, or Municipal 
authority having jurisdiction to consider such increase, unless it first gives 30 
days’ notice to the President, or such agency as he may designate, and consents 
to the timely intervention by such agency before the Federal, State, or Municipal 
authority having jurisdiction to consider such increase.” [Emphasis supplied.] 

The purpose of the proposed amendment is to extend the requirement of notice 
of proposed rate increases to all utilities and common carriers which are exempt 
from Federal price control. The present requirement of notice relates only to 
utilities and carriers which are wholesaling materials or services, and leaves free 
from notice to the President for a timely intervention all utilities and carriers 
which are selling materials or services direct to the public. 

It should be emphasized that the notice requirement is already in the act. 
In the Senate committee apparently the misapprehension has arisen that the 
proposed amendment is an entirely new attempt to meddle into the orderly proc- 
esses of rate hearings and to delay rate adjustments which should ordinarily 
be granted promptly. On the contrary, the proposed amendment would merely 
implement the objective apparently intended by Congress and assure that the 
exemption of public utilities and common carriers would not result in a total 
disregard of the stabilization program. 

The Office of Price Stabilization will not intervene in every case. To date it 
has filed written statements setting forth the general purposes of the Defense 
Production Act in four cases. In one of those—an electric case in Texas—OPS 
was requested by the city of Roscoe, which regulates the rates, to do so. In 
two—a telephone case in South Dakota and a bus case in Atlanta, Ga.—advice 
from OPS Regional Offices indicated a desire on the part of the communities 
eoncerned for our limited participation. In the fourth—an electric case involv- 
ing an RHA cooperative in Utah—conferences with the REA and the fact that 
the case was one of the type which the legislative history of the Defense Produc- 
tion Act indicates the Congress had in mind, demonstrated that the filing of a 
statement would be appropriate, 

The Office-of Price Stabilization has actively participated in only two cases— 
the application for a general increase in rail-freight rates of 15 percent, which 
is now being heard by the Interstate Commerce Commission, and the application 
of the Mississippi River Fuel Corp. which pipes natural gas primarily to St. 
Louis, Mo., and the surrounding area, for a rate increase amounting to more 
than $2,000,000 a year, which is now being heard by the Federal Power Commis- 
sion. This shows that intervention is not an automatic thing to be undertaken 
lightly or unthinkingly. Each case is considered carefully. A specific reason 
for intervention must exist. Furthermore, intervention does not imply cate- 
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gorical opposition to every rate increase. It means only that an examination 
of the proposal indicates that it may be inconsistent with the stabilization 
program. 

The policy of the Congress, which left intact the jurisdiction of the established 
Federal and State regulatory agencies to control the-prices of common carriers 
and other public utilities is fully recognized. These regulatory agencies are 
expert in their fields: They work under procedures, tested over the years, which 
permit thorough consideration of individual cases and the precise application 
of fair standards. At the same time we all know that the traditional standards 
of rate making for common carriers and publi¢ utilities are not necessarily those 
required by the present emergency and-established by the Defense Production 
Act. 

OPS intervenes to give the regulatory agencies the benefit of its experience, 
to help them to cooperate in the program. It does this by introducing specific 
evidence to show the effect of the particular rate increase on the stabilization 
program and to demonstrate how the standards of the Defense Production Act 
can be applied in the particular case so as to bring about a rate that is not only 
fair to the seller and the buyer but is consistent with the needs of the national 
economy in this period of defense mobilization. 

Intervention is not an attempt to control the proceedings. OPS does not 
seek to impose its judgment on the regulatory agencies. It conducts itself like 
any other party in the case, introducing evidence and making points in strict 
compliance with the agency's rules of procedure. Thus, there is no interference 
with the rate-making function and no delay in the proceedings beyond that 
contemplated by the Defense Production Act and the rules of the commissions 
themselves. 


The Cratrman. Are there any further questions, gentlemen ! 

If not, the meeting will stand in recess until 2: 30. 

Mr. Jounston. Mr. Chairman, may I thank you and the members 
of the Banking and Currency Committee for your very courteous 
treatment of me. 

(Whereupon, at 12:35 p. m., the committee recessed until 2:30 
p- m. the same day.) 


AFTERNOON SESSION 


The CuatrMan. The committee will come to order. 
Will you summarize this statement, Mr. DiSalle? 


STATEMENT OF MICHAEL V. DiSALLE, DIRECTOR OF THE OFFICE 
OF PRICE STABILIZATION, ACCOMPANIED BY HAROLD LEVEN- 
THAL, CHIEF COUNSEL, AND GARDNER ACKLEY, ECONOMIC 
ADVISER 


Mr. DiSauiz. I think we should. 

The Cuatrman. Or would you prefer to read it? 

Mr.. DiSatxe. It is up to you, Senator. I can read it in an nuur 
or so. 

The Cuatrman. I think the best thing to do would be to go ahead 
and summarize it, if you will. Your full statement will be inserted 
in the record following your testimony. 

Mr. DrSatie. Mr. Chairman and members: of the committee, it is 
just a few days past 5 months since I appeared before the committee 
on the question of confirmation. At that time, a good many members 
of your committee had already made up their minds that we needed 
direct controls, and across-the-board controls. 

At that time, in response to questioning by members of the com- 
mittee, I said that my mind was open on the question, I had paid very 
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little attention to prices, I didn’t know whether voluntary controls 
were the answer; selective controls; all-out controls, but I would 
spend some time studying the problem and make whatever determina- 
tion I felt was right. 

One week after I was sworn in, on December 19, we issued our 
voluntary standards, asking American business to comply with those 
standards. We sat back hopefully awaiting the reduction in price 
levels. 

What happened, of course, now is history. Prices did not fall— 
there wasn’t a ips wholesale rush to reduce prices on the part of 
business generally, and instead we found an acceleration of pressures. 
A good many business people who attempted to comply with these 
voluntary standards found it impossible, and so on Tuscary 26 we 
took the only action left open to us, and that was a general ceiling 
price regulation. 

Since that time, our office has been busy attempting to correct some 
of the distortion that occurred. 

Senator Carruartr. Would you yield a moment? Did you freeze 
all prices on January 25 ? 

Mr. DiSatte. All that we legally could. 

Senator Carenarr. You mean you froze every price that was per- 
mitted under the law? 

Mr. DiSatix. Except livestock, and certain minor exceptions. 

Senator Carenarr. Those that were under parity? 

Mr. DiSaute. Livestock at that time was above parity, but because 
of the technical nature of the controls that would have to be written, 
we just couldn’t get to it. 


Senator Capenart. You froze all prices under the law except live- 
stock? 


Mr. DrSaurz. That is right. 

Senator Carenart. That was on January 26? 

Mr. DiSauuez, That is right. 

Senator Capenart. And since that time you have been handling 
inequities ? 

Mr. DiSatuiez. That is right; issuing regulations covering wens 


industries, general regulations designed to restore more normal com- 
petitive positions that existed prior to the issuance of our freeze order. 

Senator Caprenart. Is it your opinion we would have been much 
better off today had we frozen all prices, as you did on January 25, 
last June 30? 

Mr. DrSaute. I would say very definitely “Yes,” if the authority 
had existed at that time, and if it had been possible. 

Senator Capenart. The authority might have existed at that time, 
of course, had the administration been in favor of it? 

Mr. DiSatie. Well as I undersetand it, the act wasn’t passed until 
September 8. 

Senator Carenart. We started hearings on the act in the early part 
of July. 

The Cuatrman. Of course, you couldn't have rolled prices back on 
September 8; you weren’t here. 

r. DiSauix. I was sworn in on December 12, and we began to work 

from that date on. 

Senator Caprnart. What situation existed on January 25 of this 
year that did not exist on September 25 last year ? 
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Mr. DiSatxx. I would say that the psychological pressures had 
built up to a great degree after the Chinese intervention in Korea. 

Senator Carrmart. They didn’t go in until November. I said Sep- 
tember 25. 

Mr. DrSaute. I would say that was one of the things that was post- 
September. I think you will find in studying the price rise that there 
was a leveling-off period some time in August as a result of good news 
coming out of Korea, but immediately after the Chinese interven- 
tion—— z 

Senator Carenarr. I fail to find much leveling off on any of the 
charts that I have seen. I am wondering what situations existed that 
made controls necessary in January. en the original bill came 
before this committee in July, it did not even have any price control 
or wage control. I am certain you understand that this committee is 
the one that wrote into the act, against the wishes of the administra- 
tion, title TV, which controlled wages and prices. 

Mr. DrSauxz. I just wouldn’t know. 

Senator Carrnart. At that time they did not feel that they were 
necessary, and now some 6 months later you feel that they are very, 
very necessary. : 

Now, what has happened in the meantime to change that situation ! 

Mr. DiSauiz. I would say that the inflationary pressures have 
increased as a result of our stepped-up military program. If the 
Korean situation would have been just an affair that was to last a few 
months, and if the good news that started coming in August would 
have continued, we might have been able to get by without controls, 

Senator CaPprHarrt. Taic but if I csitamlaie correctly, as far back 
as July we were talking about a 3-year military program, and we were 
appropriating money at that time. We then had adopted a policy of 
stopping communism wherever it showed its head, any place in the 
world, as far back as last September—in fact, it was earlier than that. 

Mr. DrSauuz. As I said, Senator, when I was sworn in I had an open 
mind on it. I didn’t know whether we needed direct controls, or 
could get by with voluntary standards. 

Senator Carrmart. And you feel within 4 months you have become 
an expert on the subject’? 

Mr. DrSauxz. I certainly have not. I have begun to realize just 
how little we know about the whole subject. 

Senator Capenart. I appreciate that you were new, and had to 
feel your way, of course, and set up your organization, but I am just 
wondering what conditions existed in January that did not exist in 
September, October, and November? 

r. DiSatie. My answer was that Chinese intervention had added 
some fuel to the fire, and that the rate of increase in the cost of living, 
and other inflationary pressures—for example, the spot market index 
was moving at the rate of 7 percent a month at that time. Before 
that time, ThioWevde, it had not increased with anywhere near that 
velocity. 

The same with the cost of living. Although we had an increase, 
it wasn’t as concentrated and rapid as it was in December and 
January. : 

Senator Capenart. Do you agree with Mr. Johnston, who said 
this morning as a result of failure to freeze prices as of last June, it 
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cost the American people $20 billion and cost the Government, in their 
purchases, some, I think $5 billion ‘ ; 

I think he said it wiped out the entire tax increase that we had 
not too long ago. 

Do you agree with those statements? 

Mr. DiSatxe. I wouldn’t want to make a statement on his figures. 
I would say generally it did cost the American people a great deal 
of money. 

Senator Carenart. Then, of course, it is possible to have witnesses 
before us, as we did last July, that can be wrong, because the Govern- 
ment witnesses last July were opposed to any price freeze or price 
controls, so it is possible for them to be wrong. 

Mr. DiSautx. Yes; there is room for error among the most honest 
and well-intentioned people. 

Senator Capenart. I think we had an example of it in this par- 
ticular instance within 6 months’ time. 

Senator Moopy. Mr. Chairman, the Senator from Indiana might 
state the part he played in putting across this bill, as related to the 
point that we must continue controls during this emergency. 

Senator Carenart. I was in favor of freezing all prices as of mid- 
June last year. That is a matter of public record, and I stand on it. 

I am just trying to prove that even the administration can be 
wrong, and have been wrong, and when they come before us that we 
can’t always take everything they say as 100 percent correct, and I 
was trying to cite a concrete example here of what happened just 6 
months ago. 

The Cuatrman, I want to say in all fairness to Mr. DiSalle he 
was not a member of the administration at that time. 

Mr. DrSaruz. Sometimes I wish that I hadn’t become a member. 

Senator Capenarr. For example, I pick up the paper here, and I 
see quite a large headline that said “Soaring food prices peril defense, 
Johnston says, asks Senate to raise farm price controls.” 

Now, I don’t remember any testimony this morning, or reading 
anything in his prepared statement, and I am certain that the prices 
he quoted as of today do not show that food prices are soaring, and 
yet that is the headline: “Soaring food prices peril defense, John- 
ston says, asks Senate to raise farm price controls.” The facts are, and 
the record ought to show it, and the people ought to know it, that 
this Congress passed the bill last September 8 giving the administra- 
tion the right to control all prices, all wages, and yet they did not 
put it into effect until January of this year. 

The CHarman. Well, I think we had better let Mr. DiSalle go 
ahead and summarize his memorandum. I know there are a lot of 
questions we want to ask him. 

Mr. DiSauxz. I believe we had reached the post-January 26 period. 
Since that time we have issued a number of regulations designed to 
restore more normal competitive positions, and we intend to complete 
our basic control structure. 

I think the fact that we come before this committee requesting 
a number of minor amendments is a tribute to the care with which 
Congress passed the bill in its original form. We find that these 
changes that are needed are necessary in order to have a strong 
control program, but all in all, the bill in its original form gave us 
considerable authority with which to move. 
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I know that there is some reluctance on the part of some Members 
of Congress as to whether the bill ought to be extended, whether these 
amendments should be passed, and I have been faced with pretty muc|, 
the same dilemma myself in various legislative bodies, but the test 
will always have to be what ultimately is best for the Nation. 

In the passage of a control bill, certainly you risk all the things 
that come with controls; you risk the possibility of stifling free enter- 
prise, you risk all the restrictions people do not care for in a demo- 
cratic system, but after all, when the alternative is inflation, and the 
ultimate destruction of the very structure which you seek to protect, 
then there is very little choice. 

If there is an abuse of power, Congress always has power to repeal 
the act or to make whatever adjustments they feel necessary. 

If you do not give us the authority, and inflation does set in, there 
would be hardly any way you can recapture what has been lost, as 
Senator Capehart has already pointed out in his remarks a few min- 
utes ago. 

Sometimes a city council is faced with a problem. Some mothers 
may say they need a traffic light on a corner to protect their children. 
Someone else may say, “You don’t need the light, the movement of 
traffic is slow, there isn’t much traffic.” Then you are faced with the 
question, if you. vote not to put in the light—what do you say next 
week to one of these mothers in the event her child is killed on that 
corner. That is something like the dilemma that the Members of 
Congress are faced with at this time. 

What do you say to the American people in the event these controls 
are not extended, and when the country is launched in an inflationary 
spiral from which there is no recovery? I realize how difficult your 
problems are. And I realize how difficult and complex the problems 
of price stabilization have become. .As our country grows daar. and 
our economy becomes more complex, the problems we face are more 
complex ; certainly we are faced constantly with the claim on the part 
of people that if you can control our cost, we will take care of our 
prices. If you control the other fellow, you won't have to control me. 

But in order to be fair and be equitable, all people must share the 
burdens of these controls during this period, which we hope will be a 
relatively short period so that ultimately the entire Nation will benefit. 

In asking Congress to extend the act, and to pass the amendments 
that have been requested, I do it in complete sincerity and earnestness, 
realizing the importance of this bill to the American people. I was 
talking with Allen Kline of the Farm Bureau Federation just before 
a television show not long ago. I asked him how aggressive their 
opposition was going to be to the bill, and he said just as aggressive 
as they can be. I said, from my own selfish standpoint, I often wish 
that they would be successful in their resistance to the bill. But cer- 
tainly being sincere, and feeling how important this is to the Nation, 
I can’t place my own personal comfort above the needs of the country. 

And so I urge Congress to extend the act for the period provided 
for in the bill, and adopt the amendment so that we can have a sound 
and equitable stabilization program; unite the Nation as much as 
pianib ts in this program of production, so that we can dispose of con- 
trols as early as possible. 

Senator Carrnart. Mr. Chairman, I have two questions on what 
looks to me like discrimination. One is on beef, the rolling of cattle 
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rices back, and the other is the pricing policy as used in connection 
with the automobile manufacturers. 

Why do you have a different system for the automobile manufac- 
turer than you do for all other manufacturers / 

Mr. DiSauix. The automobiles were selected, in the first place, for 
controls. Their system is not exactly different from one adopted 
for other industries. As we proceed from the interim manufacturers’ 
regulation, we hope to write specific and tailored provisions for each 
industry, and the automobile industry is just the first industry to have 
its own regulations, We had to start somewhere 

Senator Carenartr. You froze the prices on automobiles, and now 
ou deny them the right to increase them under the same type and 
Lied of a formula that you permit every other manufacturer to use 
in inereasing his prices. Isn’t that a correct statement ? 

Mr. DiSa.te. We did grant them an increase of 3.5 percent after 
the issuance of the general freeze order. 

Senator Carenartr. You gave them a 3.5 percent increase, that is 
correct, but you permit other manufacturers to take their direct labor, 
their indirect labor, and their material costs, and increase their prices 
to that extent; do you not? 

Mr. DiSauie. We have required cost absorption on the part of other 
manufacturers and will require absorption of future cost increases. 

Senator CareHart. Answer my question: Isn’t that what you do? 

You permit any manufacturer to take his increased direct labor 
cost, his indirect labor costs, and his material costs, and increase his 
price by that amount ¢ 

Mr. DrSauxe. Not all manufacturers; it is just those manufac- 
turers who are included in the general manufacturers’ regulation. 

Senator Carenart. What percentage of the manufacturers? 

Mr. DiSattz. It is very difficult to estimate what part of the manu- 
facturers are covered under that. There are a good many covered 
by tailored regulations, and some that have been excluded because 
there are regulations pending that will be issued shortly. 

Senator Carenart. Why do you deny the automobile manufac- 
turers the right to use that formula? 

Mr. DiSauix. They were already covered by a regulation. 

Senator Cargnart. Their prices are frozen, they can’t increase their 
prices under any circumstances without your approval. 

Now, why do you not permit them to apply for increases under the 
same formula that is being used by the great majority of the manu- 
facturers ¢ 

Mr. DiSatiz. We are making studies of the automobile industry 
with the idea of issuing more up-to-date regulations if those regula- 
tions are required, but I think that you will find that most automobile 
companies have done pretty well, even with the freeze. 

Senator Carenart. I don’t think it is in your—I see nothing in the 
law that gives you a right even to pass upon whether they have or have 
not. It seems to me as though your job is to control prices, and not 
to control profits, and I find nothing in the law that gives you any 
right whatsoever to control profits, or even to discuss profits. 

Mr. DrSattx. I think that is the last thing we can be accused of — 
is controlling profits in the automobile industry, since one of the 
companies set a new record last year. 
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Senator Carruart. You said a moment ago they had done pretty 
well pooner: I wish you would point out to me any place in the 
law that gives you the right to control profits, or even use profits as 
a yardstick in setting prices. 

Mr. DrSauxx. Senator, we do not use profits, we have not used 
profits and do not intend to use profits, as a yardstick in setting prices. 
The law says the regulation must be generally fair and equitable. 
We are convinced the automobile regulation is generally fair and 
equitable. . “ ; 

Senator Carenart. Why did you discriminate against,the automo- 
bile industry ? 

Mr. DrSautux. We haven’t discriminated. I would say when the 
selective approach was used maybe they might say they had been 
discriminated against. 

Senator Carenart. That is one big industry in the United States 
which in my opinion you are discriminating against. 

Now, the other is the beef. 

Why do you roll beef prices back, and not roll other prices back? 

Mr. DrSatie. Well, I think the statement isn’t correct. We have 
rolled back other prices. 

Senator Carenart. And what other prices have you rolled back? 

Mr. DiSauuie. We rolled back hides, steel scrap, we rolled back 
tallow, we rolled back several other-—— 

Senator Carpenart. You mean minor things. 

Mr. DrSatie. Not minor things. They are not minor at all. 
Steel scrap certainly is not minor. 

Senator Capenarr. They are certainly minor as far as the housewife 
is concerned, 

Mr. DiSatrxe. The general manufacturers’ regulations also has 
roll-backs in it. 

Senator CarrHarr. You mean under that formula that you just 
explained a moment ago there might well be roll-backs, or they might 
be permitted to increase their prices for direct labor, indirect labor, 
and materials? 

Mr. DiSatxe. It will permit price increases to cover their cost 
increases 

Senator Carrnart. I think you ought to do the same thing with the 
automobile manufacturers. Why did you pick out beef to roll the 
price back when you have not rolled it back on, I still maintain, any- 
thing else of any importance, so far as the individual cost of living is 
concerned ¢ 

Mr. DiSatxe. Well, let’s look at the cost of living. We find that 
the majority of food items are under parity, and so when we start 
controlling food prices, we are limited to those items that are above 
parity. 

The Cuamman. You wouldn’t want to roll back anything below 
parity; would you? 

Mr. DrSatie. No; of course not. 

The Carman. What are you going to do with eggs? 

Mr. DtSauie. We are having enough trouble rolling back things 
above parity. 

The Cuatrman. What are you going to do with eggs when they 
go above parity; possibly next week ? 
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Mr. DrSatue. We hope to be in a position shortly of controlling 
food items as they reach parity, but on January 26, when we issued 
our general freeze order, we discriminated in not covering livestock at 
that time. We were told at that time it would be unnecessary to con- 
trol livestock ; that production and the general market would take care 
of everything. But between January and the date we issued our beef 
regulations, the price of cattle and livestock had gone up around 12 
percent, and so on this first roll-back we just take them hack to where 
ae else was on that date. 

The Cuarrman. That is where the cotton people were ? 

Mr. DrSatue. Yes; the cotton people wound up about that time, 
so there was no discrimination, just a question of taking them back 
where they would have been had they been covered under that general 
freeze order. 

Senator Capenarr. I think there are many items in the United 
States that are selling for a higher price in proportion to what they 
did 10 years ago than beef. 

Mr. DiSatxx. Ten years ago? Well, we are limited to the highest 
price that was paid during the period from May 24 to June 24, 1950. 

Senator Carenart. You mean the highest price, you can’t roll them 
back beyond that price? 

Mr. DrSauix. That is correct. 

The Cramman. Now, suppose we renewed this bill as it is and 
changed that period from May to June 1950, to February and March 
1951, 

Would that be satisfactory ? 

Mr. D1iSattz. You would wind up with an increase in prices. 

The CuHamman. You would? 

Mr. DrSaurx. Yes; a general increase in the level of prices. 

The CuatrMan, Would the prices be above the increase in manu- 
facturing profits, or labor ? 

I know there would be discrepancies. 

Mr. DrSautz. I would have a hard time catching up with all those 
things. 

The Cuamrman. What price would be above the average of Feb- 
ruary-March, except maybe beef? 

Mr. DrSauxe. Generally prices would. After all, we froze most 

rices. 
: The Cuarrman. You froze them in January. I say why not just 
write the same law and set the date in there of, say, February, instead 
of pre-Korea, which was May-June, as we set it last year? 

Mr. DiSatzxz. It would be very difficult. 

The Cuamrman. I mean to give a fair deal as to things that had 
to go up for one reason or another, because as soon as they thought 
you were going to freeze prices—— 

Mr. Didarts. Senator, I think we ought to start thinking about a 
fair deal for the people, instead of a fair deal for things. 

The Cuamman. Of course, the people are the ones who produce the 
commodities—I am just thinking out loud, now. If we get in a jam 
and can’t pass the law by June 30, what would be the objection to 
renewing the present law, and changing the dates, in keeping with 
what you yourself have done? 


83762—51— pt. 1-38 
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Mr. DrSatzz. I think generally you would find a higher level of 
prices, 

The Cuamrman. Would it be greatly higher? I am trying to be 
realistic, because you never know what will happen by June 30. We 
have a short time to go. 

Mr. DiSauie. We would be glad to make a study of it, and let you 
know what we think would happen. 

The Cuarrman. Just changing that section. 

Senator Moopy. When you put a ceiling on automobile prices,. you 
didn’t have a ceiling on any other manufactured goods at that time: 
is that correct ? 

Mr. DrSarte. Not at all. That was the first general ceiling. 

Senator Moopy. Now that you have worked out a formula, do you 
anticipate bringing that industry under the same general formula 
as other industries ¢ 

Mr. DiSatie. We hope not to have a general formula, but to have 
specific regulations for individual industries, where the general formu- 
Ja is unfair to them. 

Senator Moopy. So that instead of bringing the automobile industry 
under a general formula, you will try.to work out similar special 
formulas for the other industries? 

Mr. DiSauiz. That is correct. 

Senator Moopy. I would like to ask a question or two on meat prices. 

I would like to have you tell us, Mr. DiSalle, why you believe that 
meat prices are a key factor in the cost of living; what will be the 
effect on, say, the general inflationary spiral of wages and prices if 
meat prices were permitted to rise? 

I understood there are some people who want to take controls off 
meat entirely. I would like to know what you think the effect would 
be on the general cost of living if that were done? 

Mr. DiSaue. I think I have some figures here to show the difference, 
the increase in meat prices with reference to increase in other prices, 
which should be of interest. 

Using January 1950, as being 100, beef prices, cattle, increased to 
153.2 in March of 1951. Prices paid by farmers generally increased 
to 112.9. Wages of all manufacturing workers increased to 110.6. 
Prices of food items increased to 115.4. "The index of consumers prices 
increased to 109.7, so you will see that beef prices certainly led all 
other prices during that period of time. 

Senator Bricker. What was the base period ? 

Mr. DrSauxe. January of 1950. 

This is not the statement of an economist. I simply ask the mem- 
bers of this committee to ask themselves what the average housewife 
uses as a measure of the increase in the cost of living? Does she think 
about the price of an automobile, the price of a piano, or the price of 
a hat, or does she have in mind the price of meat ‘ 

Certainly, if we are going to ask people to keep wages stable, we 
ure not going to be able to do it and permit an unrestricted increase 
in meat prices to the extent that was demonstrated by the rise in cat- 
tle prices from January 1950 to date. 

Senator Carenarr. Mr. DiSalle, I think you should have frozen 
them, but I question the wisdom of rolling them back. I am not ques- 
tioning your good judgment in freezing them at the price they were, 
but I question the advisabisty of rolling them back, and I am just 
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wondering why you picked out one particular food product to roll 
back, and have not rolled back any other food prices, or rolled back 
any other products except the things that you have mentioned. 

Mr. DiSatix. As I said, most food items are below parity. We 
can’t even control them, let alone roll them back. 

Senator Carenart. But there are many items that are much higher, 
I think, in proportion to meat. 

Mr. DiSatxez. I would like to know some. 

Senator Capenart. Well, I think automobiles, for example. 

Mr. DiSauie. Didn’t I just hear you say we discriminated against 
automobiles ? 

Senator Carenart. That is another subject entirely. I was talk- 
ing about discrimination. I was wondering why you had discrimi- 
nated against them. 

For example, I heard over the radio last night that under this 
escalator clause, the automobile manufacturers—I think it is on 
June 1—will have to increase their hourly wages. I believe the report 
said 5 or 6 cents an hour. Now, when they do that, are you going to 
permit them then to increase their prices to obtain their increases in 

rices ¢ 

Mr. DiSauue. Any increase in cost will be studied with reference 
to price. 

enator Carenart. But at the moment there is no such regulation 
so far as the automobile manufacturers—— 

Mr. DiSatxe. Or any other manufacturer ; any cost increase in labor 
costs after March 15 will have to be studied separately. Increases in 
freight, or any other costs. 

Generally on manufacturers we cut off their material cost increases 
as of December 31. 

Senator Carenarr. Under order 22, they can use the formula, can 
they not, of increasing their prices to the extent of their direct labor, 
indirect labor, and material costs? 

Mr. D1Saue. I think, Senator, generally you must understand that 
the formula under CPR 22 is this, that they are permitted a pre- 
Korea price, plus their increase in factory labor and materials. Now, 
we have a cut-off date of December 31, 1950, on materials, so that if 
materials have increased beyond that date, they will only permit the 
increase to December 31. They are permitted increased labor costs 
to March 15. 

Now, any increases in labor granted after March 15 will have to be 
the subject of a separate application to us for price increases. 

Senator Moopy. Mr. DiSalle, would you mind repeating for us the 
figures you gave a moment ago on the comparative rise on the cost of 
meat and the cost of other foods? 

Mr, DrSatte. I would be glad to. 

Using January 1950 as a base, and using March 1951 as the termi- 
nation, cattle, from 100 to 153.1. Prices paid by farmers, from 100 
to 112.9. Wages of all manufacturing workers, from 100 to 110.6. 
Prices of food items from 100 to 115.4. Consumers prices from 100 
to 109.7. , 

Senator Moopy. So that the price of meat has been out of line, 
not only with the price of things the farmers have been buying, and 
wages, but also with relation to things that other farmers than cattle 
farmers have been selling; is that correct ? 
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Mr. DrSauze. There isn’t any question about it. 

Senator Moopy. Now, my wife tells me the price of hamburger is. 
pretty high. I would like to have you tell us whether you feel that 
the consumers, the retail price of meat, why that has gone up so rap- 
idly? Is it because of the cattle raisers’ price, or is it because of the 
middleman’s price, the packers—who is chiefly responsible for this 
increase in the cost of meat to the consumer ¢ 

Mr. DiSauze. Well, I think—— 

Senator Moopy. I would like to have yeu break down the consumérs’ 
dollar on meat and tell us what has happened. 

Mr. DrSatue. I believe we have a breakdown on that. This is by 
months, since Korea. June, 1950-—— 

Senator Carenart. Is this in your statement? 

Mr. DiSauie. No; it is not. 

Senator Carenart. Why was it not put in your statement? 

Mr. DrSauiz. Well, the statement is generally on the over-all oper- 
ation of the office, and I didn’t get into specifics. 

Senator Carenart. You prepared that as an afterthought; what 
you are going to read from now ¢ 

Mr. DrSauiz. Most of the statement was ee before the beef 
regulations were issued, but I anticipated that there might be some 
interest in the beef regulation at this hearing. 

Senator Carrnarr. I am wondering why you didn’t give all of us 
a copy of that which you are holding in your hand, last night, as the 
rules called for. 

Mr. DrSatxz. June 1950, the producer was getting 69 percent of 
the beef dollar. In July, 67 percent; in August, 66 percent; in Sep- 
tember, 68 percent; in October, 69 percent; in November, 72 percent; 
December, 72 percent. 

January of 1951, 72 percent; February, 75 percent; March, 75 per- 
cent; April, there is no data available, but probably a good estimate 
would be 76 to 77 percent. 

Senator Carenart. Do we understand, of a steer, that the farmer 
was getting 75 percent of the retail sales price ¢ 

Mr. DiSauuiz. Of the total dollar spent for meat in the United 
States, 75 percent of it was going to the producer. 

The CHairman. How do you explain that? 

Senator Carrnartr. How do you explain that when I know of no 
meat that is selling for less than, say, 60 cents a pound, up to $1.25, 
and the average price of cattle over the last year has run about 31 
cents a pound, on the hoof ? 

Mr. DrSatxx. Since when ? 

Senator Carenarr. The last year. 

Mr. DiSauxe. I would say that the figures may be very slightly 
higher than that at this time. ; 

Senator Caprnarr. Not the average. Take 1932 or 1933, for ex- 
ample. How do you figure, then, that the farmer got 75 percent of it? 

Mr. D1Sauxz. The balance of the dollar is broken up roughly about 
€ to 7 percent for marketing and transportation 

Senator Capenarr. Let’s take a steer that weighed 1,000 pounds, 
that the farmer got $330 for. It will dress out about 600 pounds. 

Mr. DiSauix. You have to figure the yield on that 1,000 pounds. 
ane: yield might only be 590 pounds, depending on how the steer 
grades. 
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Senator Carenart. If it is a steer he is going to get an average of 
83 cents a pound over the last year, it will dress out about 600 pounds, 
about 60 percent, or maybe 62 percent, so you have 600 pounds, and 
that beef has been selling from 60 cents a pound—lI don’t know of 
any of it that has been going for as little as 60 cents a pound, up to 
‘$1.25. 

Now, tell me how you figure the farmer got 75 percent. 

Mr. DiSauie. Even if we wanted to take, Senator, any rough figure 
you want to take, say, 70 cents a pound, and use the 600-pound yield 
which you would get only in the case of prime beef, that would be 
$420, which still would amount, in rough mathematics, to 65 percent. 

Senator Carenart. Six hundred pounds at $1 to $1.25; that is what 
I am paying—— 

Mr. Dr1Sauie. But there are other things besides steak on a steer. 

Senator CarrHarr. That is correct; I said it runs from possibly 
‘60 cents to $1.25. 

Mr. DiSatze. There is hamburger, tripe, tongue, brains 

Senator Carenart. I know none of it is going for much less than 
60 cents a pound. 

Mr. DiSauuiz. Oh, yes; I would say that there is. I would be glad 
to go into it cut by cut; not actually perform it. 

enator CareHart. You haven’t convinced me that the farmer has 
been getting 75 percent of the retail sales price of beef. 

Mr. DrSauuz. I think that definitely can be shown from Depart- 
ment of Agriculture figures, taking into consideration the yield and 
the average. 

Senator CareHart. You mean the other 25 percent is the packer’s 
expenses, the transportation expenses, the shrinkage, the wholesaler’s 
profit, the retailer’s profit 

Mr. DiSauie. That is right: 

Senator Scnorrren. Mr. Chairman, could I ask, Mr. DiSalle, 
whether you have any objection, since you referred to a statistical 
table there on meats, to putting into the record at this point a part 
‘of the statement of Secretary Brannan made before the House Com- 
mittee on Agriculture on April 24, 1951, at 10 o’clock a. m., starting 
at the bottom of page 4, where it is stated as follows: “Food prices 
relative to consumer incomes,” and all that part on page 5, wherein he 
breaks down and shows item by item, namely, to bread, round steak, 
pork chops, sliced bacon, butter, cheese, milk, fresh and delivered, 
eggs, fresh, oranges, potatoes, tomatoes, margarine, from 1914 on a 
unit per pound, 1919, 1929, 1939, 1949, and 1951, and then wherein he 
states: “Round steak,” and I know that is a choice cut nowadays: 

An hour of factory labor in February 1951 bought almost as much round steak 
as it did in 1941, only one-sixth less than it did when beef was selling at bargain 
basement prices in 1939, one-fourth more than in 1919 at the postwar price peak 
following World War I, and two-thirds more than in 1914. 

Do you have any objection to this statement ? 

Mr. D1Satz. I have no objection. 

The CuarrmMan. Without objection, it will be printed in the record. 

Mr. DrSatte. I have no objection, even to the part where he says 
“almost as much.” 

Senator Scuorpre.. I want it in accurately, as he put it. It will be 
enlightening for the record, and we want to determine, of course, all 
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phases of this thing when we come to the final consideration of this 
measure, and I am sure you want us to do that. 

Mr. DrSatiz. That is right, Senator. 

(The testimony referred to follows :) 
Food prices relative to consumer incomes 

If we are going to consider average increases in food costs, it is only fair to 
consider also the average increases in the ability to buy. 

On the basis of conditions the first 4 months of this year, it appears that the 
farmer’s hourly earnings for 1951, computed in“the same way as the 1950 
figure, may average somewhere around 90 to 9%cents. But that is still well below 


the most recent estimates of hourly earnings of all factory workers—$1.56 an 
hour as of February 1951. 


Rather than being overpaid, farmers are earning less for their labor, less for 
their investment, and less for their management ability than are other segments 
of our economy. 


Big gap between farm and nonfarm income 


As a result of smaller earnings in agriculture the gap between farm and 
nonfarm income widened between 1947 and 1950, both in total and per capita. 

Farm operators’ incomes fell 27 percent from 1947 to 1950. 

Despite that drop, national income increased about 16 percent during the 
same period. 

The following are further facts on this situation: 

Farm income trend down.—The net realized income of farm operators from 
farming went down from the 1947 peak and national income went up as follows: 


[In billions of dollars} 





1 Adjusted to exclude taxes on corporate profits and include interest on Government indebtedness. 


Per capita farm and nonfarm income—difference widening.— 


383 
523 
494 
1, 546 


$1, 
1, 
1, 


} Including nonfarm work. 


An hour’s earnings in a factory may buy less of some things now than it has 
in the past, but it will buy more food. 

Estimates indicating approximately how much of different foods an hour of 
factory labor would buy at the beginning of this year and the comparable buy- 


ing power of factory earnings in earlier years are shown in the following 
table: 
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Quantity of each item that could be purchased with 1 hour of factory labor, 
United States, designated years* 


j 


mettre 
Unit | 1914 | 1919 | 1929 | 1939 | 1949 | Febuary 
| 
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| 
| 


- 
o 


POP ww Pym towers 


SOI 6k Sn dincin depen sees 
IE 5 nidante line sknchosudentae 


a 
Peppers 
IN oO 


Cheese ae 
Milk, comm (delivered) ............. wie 
Eggs, fres 


VNNONE PME S&S 


POO 
hous 


i 
QO > ST Ee be G0 bt be es 


to 


PN Mw 
Oh WWOH ROO“ HO 


Ww 


toes 
Tomatoes (canned) 
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1 Prices and earnings used were compiled from Bureau of Labor Statistics data. 


Bread.—Average returns from an hour of factory labor will buy about the same 
number of loaves of bread now as it would in 1949, one-fourth more than it would 
in 1989, over one-half more loaves than in 1929, twice as many in 1919, and two 
and one-half times as many as in 1914. 

Round steak.—An hour of factory labor in February 1951 brought almost as 
much round steak as it did in 1949, only one-sixth less than it did when beef was 
selling at bargain basement prices in 1939, one-fourth more than in 1919 at the 
postwar price peak following World War I, and two-thirds more than in 1914. 

Butter—tThe average wage return for an hour of factory labor at the start of 
this year would buy the same amount of butter as in 1949 or 1939, nearly twice 
as much as in the boom year of 1929, not far from three times as much as in 
1919 (when everyone who read cartoons knew that HCL stood for high cost of 
living), and more than three times as much as in 1914. 

Other items—The same hour’s work in the factory will also buy more milk, 


eggs, oranges, potatoes, and bacon than it would in 1949, 1939, 1929, 1919, or 
1914. 


More food for smaller share of disposable income 

Americans spent for food last year a smaller share of their disposable income 
(income after direct taxes, chiefly income taxes) than they did in 1947. 1948, 
or 1949—and the same share as in 1946. Their expenditures for food and the 
various services which come along with it, including restaurant service, last 
year amounted to 27 percent of their total expenditures for goods and services— 
compared to 28 @r 29 percent in every other year since 1941. 

If we had been satisfied with the same kinds and quantities of food we bought 
in 1935-39 with 23 percent of our disposable income, it would have cost us only 
18 percent of our 1950 disposable income. 

But Americans are eating a higher quality diet than they consumed in 1935-39. 
They are eating about one-eighth more food per person and buying more services 
along with their food—better processing and preserving, better packaging, etc. 
All of that costs money. 

The higher quality diets, the increased amounts of food people are eating, and 
the improved services in the handling of that food all share in the increased 
cost of the family’s food budget—not just higher returns to farmers. 

In fact, consumers are paying as much for the marketing and distribution 
as for the production of their food. For example, in January 1951, a typical 
market basket of food for a family of three was costing at the rate of $709 a 
year. Marketing costs were taking $352 and farmers $357. 


Senator Moony. Mr. DiSalle, doesn’t the law provide that you are 

supposed to enforce this in a fair and equitable manner ¢ 
Mr. DiSauiz. It is very difficult at times, Senator. 

Senator Moopy. I wonder what is fair and equitable about having 
the price of most foods below parity and the price of meat at 52 per- 
cent above parity, and whether you would be failing to do your duty 
if you did not roll back the price of meat. 

r. DiSautx. If I did not feel it was my duty to roll back the price 
of meat, I would not have done it. 
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The Cuarman. Why did you pick January 1, 1950. for these fig- 
ures. 

Mr. DiSaure. That is the date that the Wage Board used for their 
compilation of the 10 percent formula, and I thought it was a fair 
date. 

The Cuarrmman. In other words, that was what the Wage Board did, 
so you chose it for this comparison of agricultural prices, and other 
prices and wages? -* 

Mr. DiSauzz. Certainly. ~ 

Senator Bricker. May I ask a question ? 

The Cuatrman. Certainly. 

Senator Bricker. I want to come back to your manufacturer’s order 
first, and then to the beef price order. 

I have been concerned very much about the excess power beyond that 
correctly granted by the Congress by all the sd:oktialt Hekebins in carry- 
ing out their programs. Congress has enacted a new tax law, they are 
increasing corporate and individual income taxes, they have enacted 
an excess-profits tax law, provided for renegotiation of defense con- 
tracts, profits under defense contracts, and as I look at this manufac- 
turers’ order, you have assumed there to help Congress out a little bit 
in controlling profits, which was expressly denied to your agency by 
the Sonarve when it took out of the bill any provision in regard to 
profits. 

Now, I think Mr. Johnston’s statement this morning, showing the 
effect of the laws enacted by the Congress, the tax laws, excess profits, 
and normal increases, had been rather effective in cutting profits down 
to at least where they were in the first quarter of 1950. 

It seems to me that you are using—of course, it isn’t immediately 
effective, but it will be in any further negotiations for price increases, 
an average increase of industry, or profit of industry, effective up to 
85 percent. ’ 

Do you look upon that as an assumed control of profits in any way, 
or is a fair and across-the-board consideration of individual price in- 
crease requests, and is it not also penalty placed upon*the individual 
members within a segment of the industry that might have more effi- 
ciency and more effective programs of operation than others? 

Mr. DrSatue. Senator, we have to divide your question. 

Senator Bricker. There are three questions wrapped up in that. 

Mr. DrSate. First, the manufacturers’ regulation has no relation 
to a company’s profits, whatsoever. 

Senator Bricker. That is your assumption; but it does when there 
is further consideration given to increases. 

Mr. DiSatte. Secondly, the application for increases must be meas- 
ured against some standard. I can see no justification for an industry, 
generally, coming in and asking for a price increase when they are 
already in an excess-profits position. That would apply to an industry 
generally. We talk about an industry because we recognize the point 
that you make. Given an industry composed of 10 companies, with 
a single price, you will find 3 or 4 of those companies in an excess- 
profits position, others breaking even, some being even in a marginal 
position. All we do is fix prices, and let the efficiency and the tech- 
niques of the operating companies determine their profits. 
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Now, in the last cont~~! e“srt, the Emergency Court of Appeals 
held a similar standard a_ ~~. consistent with the wording of the 
act, which was pretty much the same wording as is contained in this 
act, and that is that the standard is generally fair and equitable, so 
we are operating—— 

Senator Bricker. What was the order there under consideration? 

Mr. DiSauue. It was 1936 to 1939 profits at that time used as a 
standard for measuring an application for price increases. 

Senator Bricker. How are you going to determine one-half of the 
industry ; what is one-half of an industry ? 

Mr. DiSauzz. Well, those standards were issued by Mr. Johnston 
as a directive to our office with the instruction that we were to imple- 
ment the standard. 

We have some people working out the details, and we haven’t even 
come to the question of the determination or definition of what an 
industry is, let alone determining what one-half of the industry 
would be. 

Senator Bricker. Well, what I want to know is how are you going 
to determine what is one-half of an industry, and how are you going 
to determine that one-half might be or might not be above the profit 
margin that you consider as a break-even point. 

Mr. DiSauue. There are several standards of measurement. We 
haven’t agreed on the standard as yet. It might be volume of dol- 
lars within an industry, it might be numbers of companies. 

Senator Bricker. Which one do you seem to favor now? 

Mr. DiSatte. Right at this time, I have no favorite. 

Senator Bricker. Right now you couldn’t tell, then, what that 
really means. 

Mr. DiSauxz. That is right. 

Senator Bricker. You couldn’t advise Congress what your order 
really amounts to in the end when it comes on for strict consideration, 
and adjustment of ceilings? 

Mr. DiSatuz. As soon as we work out the detail of the standard, 
we will be glad te furnish all Members of Congress a copy of it, and 
you may rest assured that the standard will be generally fair and 
equitable. 

Senator Bricker. Now, you recognize, of course, that the year 1946 
to 1949, where you considered the profits of those years, or consider 
the prices of those years, that the profits for one industry might be 
excessive, and for another industry they might not have been; do 
you not? 

Are you considering any plan for adjustment of those factors? 

Mr. D1Satrx. Yes. And there might be some industries that were in 
a repressed position at that time, or their condition was abnormal. 
Certainly some provision will have to be made for that. 

Senator Bricker. And also for those who were plowing back profits. 

Mr. DiSatte. That is right; growth of the company may have 
to be considered. Some companies may have increased their net 
worth since that time. 

Senator Bricker. If it works out that way, will that not be a penalty 
upon efficiency and better production, according to individual plants 
that might have their rates determined by the over-all average? 
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Mr. DrSauxe. Far from it; I can see no way in which any efficient 
producer would be penalized by the use of an industry-wide standard. 

Senator Bricker. He may not have his ceilings considered again. 

Mr. DiSaute. In the case of the automobile industry that Senator 
Capehart raised, we gave an industry increase of 3.5 percent at that 
time. We know that two or three of those companies were way up 
in the profit picture, but that made no difference in our determination 
because we were interested in establishing a Standard of increase that 
we felt was fair to the entire industry. 

Senator Bricker. There is no question you have to consider profits 
in looking at prices, but on the other hand, to use profits as a gage 
for fixing prices in an industry over-all seems to me to be clearly out- 
side of your power, and certainly was not the intention of Congress. 

Mr. DrSaute. That is right; and we certainly have not attempted 
to use it as a gage for fixing prices. 

Senator Bricker. Now, I want to turn for a moment to your dis- 
tribution order No. 1, which is the most controversial. 

Senator Carenart. If the Senator will yield for just a moment, I 
would like to place into the record at this time a copy of a letter that 
Mr. Johnston wrote to Mr. DiSalle under the date of April 21, and I 
will read only one portion of the letter which I think proves that they 
are using profit as the basis of setting prices, and I would like per- 
mission to put the letter in the record. 

The CHarrman. Without objection, it will be placed in the record. 

(The letter referred to follows :) 

Apri. 21, 1951. 
Mr. MicHaet V. D1Sattrer, 
Director, Office of Price Stabilization, 
Washington 25, D. C. 

Dear MR. DISALLE: With the impending completion of the interim phase of 
price-control operations, it becomes necessary, as we have agreed, to establish 
the longer-range policies under which price controls henceforth will be admin- 
istered by the Office of Price Stabilization. These long-range policies are here 
summarized : 

The basic policy shall be to allow no price increases above the levels set by 
interim regulations except to the minimum extent required by law, or for excep- 
tional reasons of public policy. 

This basic policy will require the development of standards which set forth, 
as specifically as possible, (a) the conditions under which the law requires that 
prices of an industry or of a commodity be increased, and (6b) the conditions 
under which prices may be increased over and above the minimum legal require- 
ments. 

The basic standard reflecting the minimum requirement of law (apart from 
certain farm and food commodities) shall be as follows: 

(1) The level of price ceilings for an industry shall normally be considered 
“generally fair and equitable” under the Defense Production Act if the dollar 
profits of the industry amount to 85 percent of the average for the industry’s 
best 3 years during the period 1946-49, inclusive. The profits should be figured 
before Federal income and excess-profits taxes and after normal depreciation 
only, with adjustments made for any changes in net worth. 

(2) Any increase in manufacturing or processing prices may not be passed 
along at distributive levels except to the extent necessary (a) to meet the above 
earnings standards, or (0b) to prevent dislocations in the relationship between 
costs and ceiling prices; or (c) to avoid serious hardships or inequities or to 
preserve enforceability. Any such increases shall not, in general, exceed the 
actual dollars-and-cents rise in costs. 

It is understood that the Office of Price Stabilization will develop in greater 
detail the methods for applying the above standard, and also the standards for 
permissive increases justified by exceptional reasons of public policy. 
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The latter will include the standards for assuring essential supplies, for adjust- 
ing an individual product of a multiproduct industry, and for adjusting the 
price of individual sellers to avoid hardship or inequity. 

Furthermore, the Office of Price Stabilization should proceed as rapidly as 
possible with the policy of developing industry regulations setting dollars-and- 
cents ceilings to the maximum extent feasible. 

Sincerely yours, 
Eric JoHNSTON, Administrator. 


Senator Carenart. I will read this paragraph: 


The level of price ceiling for an industry shall normally be considered “gen- 
erally fair and equitable” under the Defense Production Act if the dollar profits 
of the industry amount to 85 percent of the average for the industry’s best 3 
years during the period 1946-49, inclusive. The profits should be figured before 
Federal income and excess-profits taxes and after normal depreciation only, 
with adjustments made for any changes in net worth. 


Now, if that isn’t a profit base for setting prices, then I don’t un- 
derstand the English language. 

Mr. DiSauiz. Well, we have gone all over that. Certainly we have 
no intention, nor have we used the profit base for setting the prices. 

Senator Carenartr. Well, you certainly would use the profit base 
for denying a company the right to increase their prices. 

Mr. DrSauie. Yes. Woul you see any justification in giving an 
industry a price increase if the industry was in an excess-profits 
bracket ? 

Senator Carenart. I don’t think you should deal industry-wide, 
you should deal with the individual manufacturer. 

Mr. DrSautxte. That is an industry earning standard, not a com- 
pany earning standard. 

Senator Carenart. I understand if I am in the industry that is 
making 85 percent of an average for the industry, I have no right to 
come in for an increase in price ? 

Mr. DiSatxz. That isn’t so. 

Senator Carenart. It is so according to your regulation. 

Mr. DiSatte. Doesn’t that letter say that an industry can’t come in 
and make an application or shall not be granted a price increase 

Senator Carenart. Your regulation does. 

Mr. DiSatte. Our regulation makes provision for individual ad- 
justments. The general manufacturer’s regulation makes provision 
for individual adjustments. 

Senator Carenart. Well, even though they are in an industry where 
their profits are 85 percent ? 

Mr. DrSauxz. That is right. 

Senator Capenart. Then what is the purpose of this 85 percent ? 

Mr. DiSauze. As I said before, as a general earnings standard to 
test applications by an industry for an increase in price. 

Senator Moopy. Mr. DiSalle, if the company was losing money, 
might you not hesitate to roll back its price? 

Mr. DrSatte. If it was losing money? I certainly not only would 
hesitate to roll back those prices, but would not roll hack prices. 

Senator Bricker. But you might be doing that on many individual 
companies; isn’t that true? 

Mr. DiSautez. I can’t say where it would be true. 

Senator Bricker. Now, coming to your distribution order No. 1, 
and I know others will have many questions to ask in regard to this: 
‘That was intended to secure a fair distribution of livestock and meat, 
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and to prevent black markets, we hope, and you used as a method for 
that the registration of livestock slaughterers, and with the assign- 
ment of quotas to various classes of slaughterers in that regulation. 

Now, the Senate took out of the original bill submitted here a 
special provision which would give to anyone, you, or Mr. Johnston, 
or anyone else, the right of registration of sellers. 

By what authority in the law do you impose those licensing sections? 

Mr. DiSauie. The slaughterer licensing, ‘an authority that the De- 
partment of Agriculture has; under their authority to delegate they 
delegated to the Office of Economic Stabilization. 

Senator Bricker. Where is the authority to delegate? 

Mr. DrSatxe. As a general delegation authority, and the sections 
are included in the distribution order. 

Senator Bricker. Isn’t that an entirely assumed authority? The 
authority was given to the Department of Agriculture, as I remember 
it, by order of the President ; was it not ? 

Mr. Levenrnau. The distribution regulation is issued under title I 
of the Defense Production Act of 1950. 

Senator Bricker. Section 101? 

Mr. Leventuau. Mr. Johnston and Mr. DiSalle normally operate 
under title IV of the Defense Production Act of 1950; which provides 
what ceiling regulations can contain. This distribution regulation 
is under the general allocation authority under title I. 

Senator Bricker. That didn’t give authority to allocate. 

Mr. DrSatxe. You are talking about the authority of the Depart- 
ment of Agriculture to delegate to us the licensing of slaughterers? 

Senator Bricker. The licensing authority. You assumed that 
authority under the allocation powers which were given the President 
under section 101 of the original act to the Secretary of Agriculture, 
and which you claim were delegated by the Secretary of Agriculture 
to the Office of Price Stabilization. As a result of that allocation 
power you assumed that that carries with it the power of licensing of 
slaughterers; is that a proper statement of the situation ? 

Mr. Leventuat. I know that this follows the pattern that had been 
developed during the First World War, rather the Second World 
War, when we had the same authority. 

Senator Bricker. Then there was authority expressly given by 
statute, which statute has expired ? 

The Cuarman. The War Powers Act. 

Senator Bricker. Yes. 

Now, wherein do you have the power of licensing slaughter houses 
now under any law enacted by the Congress of the United States, or 
is it wholly an assumed power ? 

Mr. Leventnoatn. I will submit a memorandum on that to the 
committee. 

(The memorandum referred to follows :) 


OFFICE OF PRICE STABILIZATION, 
Washington, D. C., May 17, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Banking and Currency Committee, 
United States Senate, Washington, D. C. 
Dear SENATOR MAYBANK: In compliance with the request made during the 
hearing before your committee on May 16, 1951, I wish to submit the memo- 
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randum from my chief counsel on our authority for registration provisions of 
OPS Distribution Regulation 1. 


Sincerely yours, 


Micuaet VY. DISALLe. 
Enclosure, 


May 16, 1951. 
Memorandum. 
To: Michael V. DiSalle, Director, OPS. 
From: Harold Leventhal, Chief Counsel, OPS. 
Subject: Legal Authority for Registration Provisions of OPS Distribution 
Regulation 1. 

This memorandum discusses the justification and legal basis for Distribution 
Regulation 1, issued by the Office of Price Stabilization. This regulation requires 
the fair distribution of livestock and meat. 

1. Policy of regulation.—The regulation is designed to promote the national 
defense by maintaining normal distribution patterns in the meat slaughtering 
industry. Orderly distribution of meat in regular and established channels 
is essential if hardship to consumers in meat-deficit areas is to be avoided. The 
experience of World War II demonstrated that distribution of meat outside of 
regular and established channels resulted in a situation where certain densely 
populated areas important to the national defense received too little meat, while 
other areas received too much. This maldistribution caused thousands of busi- 
nessmen irreparable injury due to their inability to obtain their fair share of 
meat. The present distribution order is intended to prevent such dislocation 
in supply and to preserve the normal patterns of distribution. 

2. Summary of regulation—The regulation assigns quotas to slaughterers 
based on their slaughter pattern in 1950. In general, slaughterers are prohibited 
from slaughtering livestock in excess of their proportion of the total slaughter 
in the corresponding period of 1950. The regulation provides thet no person may 
slaughter livestock without registering with OPS.* However, all persons who 
show that they were engaged in slaughtering operations between January 1, 1950, 
and February 9, 1951, are allowed the unqualified right of registration. Such 
other persons as show, among other things, that their proposed slaughtering 
operations are essential to meet civilian needs in the area to be served are also 
allowed to register. 

These registration provisions are merely a device to implement the basic 
technique used in the order. If slaughterers were not required to register 
with OPS, there would be no way to check compliance with quota provisions. 
Further, if any person could engage in slaughtering operations without issuance 
of a registration by OPS, the quota system would quickly break down, since 
established slaughterers would not be able to get their fair share of the available 
livestock. 

3. Statutory authority—title I of Defense Production Act of 1950 (allocations 
power ).—The regulation is issued under the authority of section 101 of title I 
of the Defense Production Act, which provides: 

“The President is hereby authorized (1) to require that performance under 
contracts or orders (other than contracts of employment) which he deems neces- 
sary or appropriate to promote the national defense shall take priority over per- 
formance under any other contract or order, and, for the purpose of assuring 
such priority, to require acceptance and performance of such contracts or orders 
in preference to other contracts or orders by any person he finds to be capable 
of their performance, and (2) to allocate material and facilities in such man- 
ner, upon such conditions, and to such extent as he shall deem necessary or appro- 
priate to promote the national defense.” 

The functions conferred upon the President by this section were, with respect 
to food, delegated by him to the Secretary of Agriculture, with authority to re- 
delegate, in Executive Order 10161 (15 F. R. 1065). In turn, the Secretary of 
Agriculture delegated his authority to allocate meat to the Economie Stabiliza- 
tion Administrator on January 26, 1951. The Economic Stabilization Adminis- 
trator delegated this meat-allocation authority to the Director of Price 
Stabilization on February 8, 1951, by General Order 5. These delegations 
were made pursuant to section 703 (a) of the Defense Production Act of 1950, 
which grants the President authority to “delegate any power or authority con- 


° 
> There are exceptions for farmers and livestock raisers who slaughter for home con- 
sumption, and for farmers who sold up to 6,000 pounds of meat in 1950. 
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ferred upon him by this Act to any officer or agency of the Government,” and to 
“authorize such redelegations by that officer or agency as the President may deem 
appropriate.” 

4. Equivalent to statutory authority used by OPA and WFA in World War II— 
Second War Powers Act (allocations power).—The provisions of the present 
Distribution Regulation 2 are the same as those contained in regulations issued 
during World War II by OPA and the War Food Administration of the Depart- 
ment of Agriculture. 

The allocations authority under the present act is substantially similar to 
section 2 (a) (2) of the Second War Powers Act, which provided (50 U. 8S. C. 
App. 633) : 

“Whenever the President is satisfied that the fulfillment of requirements for 
the defense of the United States will result in a shortage in the supply of any 
material or of any facilities for defense or for private account or for export, 
the President may allocate such materials or facilities in such manner, upon 
such conditions, and to such extent as he shall deem necessary or appropriate in 
the public interest and to promote the national defense.” 

This authority was delegated by the President to the WPB and was redelegated 
as to meat to the OPA (7 F. R. 2719; 7 F. R. 562; 7 F. R. 7234). The OPA, in 
accordance with such delegation, issued Meat Restriction Order 1 on October 1, 
1942 (7. F. R. 7839). The object of the order was to limit deliveries of meat to 
civilian channels in order to make available a surplus for purchase by Govern- 
ment agencies. Slaughterers were assigned quotas for civilian delivery and 
were restricted in their deliveries to their performance in the 1941 base period. 
Operators slaughtering below a certain amount were not required to register. 

Administration of Meat Restriction Order 1 was transferred to the War Food 
Administration on April 1, 1943, and effective that date the War Food Adminis- 
tration issued Food Distribution Order 27, extending control to those slaughterers 
not previously required to register. This was followed by Food Distribution 
Order 75, which substituted licensing for the registration provisions previously 
in effect. This was again done under the allocations authority of the Second 
War Powers Act. 

Until January 24, 1945, an applicant for a license was required only to show 
that he had adequate facilities and met sanitary requirements. On January 24, 
1945, War Food Administration Order 75 was amended to provide that licenses 
to slaughter after that date would be issued only when the applicant could show 
that the issuance would be in the interest of the war effort. 

On April 30, 1945, OPA was again delegated allocation authority over non- 
federally inspected slaughterhouses. This was revoked in September 1945, and 
was succeeded on April 28, 1946, by Control Order 2, which was revoked on 
October 15, 1946. As in the last-mentioned War Food Orders, a license was 
granted to new business only on a showing that the supply was necessary to the 
war effort. 

As in the case of these previous orders, the present regulation provides that 
persons who did not slaughter livestock in 1950 may do so in the present period 
only if there is a showing that their operation is required to meet civilian needs 
or will promote the national defense. This is necessary to prevent a recurrence 
of the situation in World War II, where a substantial amount of meat was 
diverted frem normal channels of distribution to fly-by-night slaughterers. 

5. Congressional comment.—Significantly, a Special Committee of the House 
To Investigate Food Shortages, pursuant to House Resolution 195 (the so-called 
Anderson committee) reviewed the entire slaughter-control program, The Ander- 
son committee expressed no doubt in its report as to the legality of a licensing 
system. Furthermore it did not disapprove administration of the licensing sys- 
tem to exclude new slaughterers. On the contrary, the committee criticized the 
War Food Administration for not sufficiently restricting the entrance into busi- 
ness of new slaughterers prior to the WFA order of January 24, 1945 (H. Rept. 
5)4, 79th Cong., Ist sess., pp. 13-14). This diversion resulted in serious mal- 
distribution, in hardship to existing business, and in price violations. The 
Anderson committee commented on this situation (id., pp. 13-14): 

“From September 1, 1943, to January 24, 1945, an applicant for a license need 
only show that he had adequate facilities and met sanitary requirements. He 
was not required to show any past performance. Under that freedom, many new 
slaughterers came into the field, and others, who had theretofore been small, be- 
came extremely active. This large increase in slaughterers complicated enforce- 
ment and provided increased opportunity for hotels, restaurants, and night clubs 
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to obtain meat without ration points and above ceiling prices. We have testimony 
that many of them did. 
a . 


a * 7 oF a 

“Without doubt the permit system as it was operated was a prolific source of 
black-market meat and drained off good beef which would otherwise have found 
its way into legitimate trade channels and to the counters of those retail stores 
that have tried to observe legal meat price ceilings.” 

6. Judicial decisions.—The judicial decisions make it clear that the actions 
taken by the Government agencies under the allocation authority of the Second 
War Powers Act were valid. 

The validity of Meat Restriction Order 1 was upheld in U. S. v. Beit Bros. (50 
F. Supp. 590 (D. Conn., 1943) ). In the court’s opinion, the test as to whether 
OPA was acting within the seope of its allocation power was whether the means 
used were reasonably related to the objectives embodied in the act. The court 
said (pp. 591-92) : 

“A quota system governing slaughter for delivery for civilian consumption is 
an apt means to the end of such restriction. That any particular alternative 
means be utilized is not required. Indeed, no practicable alternative readily 
suggests itself. The slaughtering quota provisions of Meat Restriction Order 
No. 1 are within the grant by the Congress in the Second War Powers Act of 
authority to allocate scarce materials for defense. 

~ * * * 7 * 

“Whether the Congress, the President, the War Production Board, and the 
Administrator have each taken the best of all possible means is not before the 
court. The power is granted to the Congress by the Constitution. The means 
are reasonably adapted to the end sought. The meat restriction order is valid 
on its face and must be obeyed.” 

Applying this test to Distribution Regulation 1 of OPS, it is apparent that the 
quota provisions are clearly within the scope of the allocations authority, and 
that the registration provisions are a necessary corollary in order that the agency 
may properly administer the quota provision. It is also evident that the au- 
thority to allocate carries with it the authority to refuse materials to wasteful 
producers and to route such materials to efficient ones. As the Supreme Court 

stated in L. P. Steuart & Bro. v. Bowles (322 U.S. 398 (1944) ): 

. “Certainly we could not say that the President would lack the power under 
this act to take away from a wasteful factory and route to an efficient one a 
precious supply of material needed for the manufacture of articles of war.” 

It follows, for that reason, that a Government agency exercising allocations 
authority could properly suspend the right of an established business to continue 
to receive allocated materials if the use of materials by that business interfered 
with the effectuation of the allocations program. This principle has been con- 
sistently upheld by the courts (Steuart v. Bowles, supra; Perkins v. Brown, 538 F. 
Supp. 176 (S. D. Ga., 1948) ; LaPort v. Bitker, 55 F. Supp. 882 (BE. D. Wis., 1944) ). 

Clearly, if the supplies of an existing enterprise may be cut off, supplies (e. g., 
livestock) may be denied to persons who have not in the past engaged in the 
business and who are not able to show that their use of such supplies would serve 
the national defense or a useful civilian need. 

7. Regulation consistent with section 701 (c).—The regulation is in accord- 
ance with the congressional policy as expressed in section 701 (c) of the Defense 
Produtcion Act. That section provides in substance that materials should be 
allocated in accordance with normal distribution patterns. This is the basic 
policy underlying the present regulation. Section 701 (c) also provides that 
materials should be allocated with due regard to the needs of new business. The 
import of this provision is that although the agency administering the alloca- 
tions authority may not ignore or override the needs of new business, it may 
place on such new business restrictions reasonably related to the over-all necessi- 
ties of the allocations program. This is precisely the effect of the regulation 
with respect to new business. 


Senator Bricker. I would like very much to have it. I look upon 
it wholly as an assumption of authority that is not authorized in the 
act, and which is assumed from the power of allocation or the power 
to allocate given by the President to the Secretary of Agriculture, 
which authority as I see it he had no power to redelegate. 
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Besides, the act here before us asks for an amendment giving the 
general power of licensing, and if your authority to license is given 
- “" act any place, I didn’t see any need for an amendment of that 

ind. 

Mr. DrSatize. Of course, we licensed slaughterers of meat under 
a delegation of authority from the Department of Agriculture. We 
recognize the fact we have no other licensing authority. 

Now, the amendment to the act, the requested amendment to the act 
requesting general licensing provisions_as an aid to enforcement first 
came to my attention in the early part of February in a letter from 
former President Herbert Hoover. I felt at that time that the sug- 
gestion was very good, and submitted it as one of the recommendations 
from our office to Mr. Wilson as a suggested amendment to the act. 

Senator Bricker. Is there anything in this law which justifies the 
assignment of quotas to slaughterers? Where did you get that power 
in the act which creates your office, and gives you the authority under 
which you operate ? 

Mr. DiSatxe. I would say that under the general allocation author- 
ities of the act under title I we would have that authority. 

Senator Bricker. I don’t think Congress ever intended anything 
of that kind, and I don’t think they ever intended giving the power to 
allocate scarce materials other than the rationing of goods on a con- 
sumer and retail level. 

Now, you have expanded that authority to cover slaughterhouses, 
and the allocation of livestock as among the slaughterhouses; is that 
true ¢ 

Mr. DrSarxe. I don’t think there has been an expansion of authority. 

Senator Bricker. I ask you where you get the authority, what is 
there in the law here that gives you that power? That is what I am 
trying to drive at. Whether you are expanding your power beyond 
the terms that Congress intended, beyond the power Congress intended 
to give you? 

Mr. DiSauie. We proceeded under power of authority, and would 
be glad to submit a legal memorandum for the committee justifying 
our position on the allocation. 

Senator Bricker. I have one more question in regard to that: 

Now, you have also assumed in this order to prohibit the sale or 
transfer of a slaughtering establishment without the approval of the 
Office of Price Stabilization. 

Now, where did you get that power? _ , 

Mr. DiSauiz. Generally under the licensing powers. We have the 
authority to license; we certainly have the authority to refuse licenses. 

Senator Bricker. And also under that order you prevent anyone 
from operating a new slaughter establishment without your approval ? 

Mr. DiSauie. That is correct; unless they can establish economic 
necessity for that establishment. ; 

Senator Bricker. Would you assume, from the exercise of this 
power, that you likewise have the power to prevent the sale of any 
business which is subject to price control ? 

Mr. DiSatie. No; we would not. 

Senator Bricker. Why not? 

Mr. DrSauuix. The authority to license is a specific delegation from 
the Department of Agriculture. We have no other licensing authority. 
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Senator Bricker. Of course, that didn’t cover licensing. You as- 
sumed your licensing authority from the allocation power; is that 
right? 

Mr. DrSare. I think that is right, Senator Bricker. 

Senator Bricker. You did not assume that same authority would 
go to any scarce materials, or to any product over which you have 
general price control ? 

Mr. DrSaute. I think that is correct. I would like to point out, 
sir, that the need for that licensing authority rests in the history of 
what happened during the last control period. 

During that time there was an indiscriminate licensing of new 
slaughterers, and that as much as any other single item caused the 
breakdown of the meat-control program. 

We have already had a adda many people coming into our office 
and applying for license, people that have not been in the slaughter- 
ing business since 1947 who now tell us that they know the national 
need and want to come in and help. 

We have turned them down. 

Senator Bricker. Maybe they should be permitted to help. I for 
one rebel against any bureaucr at having power to say to a man “yon 
can’t enter a business,” if he has got the capital and ability to carry 
on that business, and I don’t think you are the judge of whether or 
not he can do it, and I think you are restricting competition in dog 
it. I think you are pr otecting those who are already in the business, 
and I don’t think that is either the intent of Congress or that it is 
sound practice if-it was the intent of Congress. 

Mr. DiSatxe. Senator, you will remember as Governor of the State 
of Ohio you had the authority 

Senator Bricker. That was a long time ago, and I do remember 
something about it. 

Mr. DrSatix. Did you have authority to restrict people from com- 
ing into the liquor business on a quota basis ¢ 

Certainly 

Senator Bricker. I hope you don’t compare liquor with food at this 
time. 

Mr. DiSatie. I do not, but we are talking generally about the 
authority to restrict. 

Senator Bricker. That was based upon an entirely different power 

Mr. DiSatte. In the interest of the national welfare. 

Senator Bricker. Well, if you want to discuss the national welfare, 
that is a long, long chapter, bit the State has regulatory police power 
upon which that licensing authority was based, and the Federal Gov- 
ernment has no police power, and neither do you, outside of that 
granted by the Congress of the United States, and that is the clear 
distinction, I think, that we ought to remember, and that many 
bureaucrats are inclined to for get when they start throwing their 
weight around. 

The licensing power is the most powerful authority you can have 
over business; the right to prevent a man from going into business or 
selling his business, and I for one don't believe Congress intended 
any extraordinary authority like that in the control of prices or the 
control of wages. 


83762—51—pt. 1—_—-39 
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If they did, nobody on the committee ever discussed it; nobody on 
the floor of the Senate ever mentioned it, and I never even heard of it 
until this order was issued. 

Mr. Di1Satxe. I don’t know whether former President Hoover could 
be considered a dangerous radical or a bureaucrat 

Senator Bricker. I am talking about the exercise of bureaucratic 
authority. 

Mr. DiSauix, His recommendation on-general Honeng power in 
a very strong letter to me in which hesaid it was essential for mainte- 
nance of a sound control program. 

Senator Moony. Mr. DiSalle, isn’t it true—— 

Senator Bricker. Just a minute. 

I don’t want to confuse this issue with being radical, conservative, 
or anything of that kind. What I am trying to delineate is the power 
you have, and whether you have exercised that power within the law 
which authorizes your office, 

Now, that is not radicalism; that is the very essence of totalitarian 
philosophy of government. If you can go out because, you think it is 
a good thing to do, and expand the authority Congress has given you, 
then you are on very, very dangerous ground, and the American peo- 
ple had better stop, look, and listen. 

The Cuarrman. Do you haye a question, Senator ? 

Senator Moopy. Yes. 

Mr. DiSauue. I think the position you are taking certainly isn’t 
borne out by the facts in this particular situation. 

Senator Bricker. I hope not. 

Mr. DrSatxiz. In my regular reports to the committee, and from 
time to time in talking to individual members of the committee, I 
have made it very plain that it certainly isn’t my desire to expand any 
authority we might have, and that we will operate under the act and 
under the laws of the United States, and will continue to operate that 
way. 

Senator Bricker. I know you are trying to do that, but I want to 
point out the limitations I believe are upon your authority. 

You say you have the power of licensing as a result of the authority 
that the Secretary of Agriculture has aillie an order from the Presi- 
dent to allocate. 

Now, in World War II, in the War Powers Act, the Secretary of 
Agriculture was given expressly the power of allocation and the power 
of licensing. Now, if Congress has intended this licensing authority 
to be used in this situation, which I hope is a great deal different from 
that of World War I, certainly they should have given it, and if you 
were going to exercise it, you certainly should have asked the Congress 
to give you that authority, as the Department has done here in this bill 
now pending before us, a general licensing power. 

Mr. DrSaurxz. Senator, would you deny that under the Secretary of 
Agriculture’s authority to issue license he could refuse to issue 
license ¢ : 

Senator Bricker. He hasn’t the power to issue license; he hasn’t 
that power, not by any stretch of the imagination has he that power. 
It was given in World War II, and that law lapsed by act of Congress 
in its failure to extend it. 
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Mr. DiSarux. I think we can establish we have definite legal au- 
thority. 

The Cxarrman. I just want to say this: I think we had better get 
down to the changes in this law. I would be unmindful of my duty if 
I didn’t say to you, the chief enforcer of this law, it is going to be hard 
to get any bill passed at all. You can see the interest shown in the 
Congress. I have been talking to lots of people, you can see the inter- 
est shown here by people coming here to these meetings. What I want 
to know, and I ask you the question with all frankness—I have been 
thinking about it ever since Mr. Johnston was here today: 

If you took the present law and corrected the things Senator Bricker 
has brought out, and took this wholesale date and changed it from 
May-June, to February-March, during which period prices have been 
going down, I understand you say it will perhaps cause some increase 
in prices? 

Mr. DrSauxe. Yes; surely. 

The Cuarrman. Prices have been going down. Would you care 
to express yourself on it or not ? As chairman of this committee, know- 
ing the situation, I would be unmindful of my duty if I did not ask 
you that question. ' 

Last May and June I had Mr. Baruch and other people down here, 
and I am the one who introduced the legislation which was passed by 
the Congress. There wasn’t anything done until January and Feb- 
ruary, and I want toknow. You can see how much interest there really 
is in the continuation of this law. It is the most important law out- 
side of the national defense appropriations, keeping down prices. We 
passed a bill here for defense housing in this committee in March, 
and the House hasn’t even taken it up. I speak in all sincerity, I don’t 
know whether there is going to be any law or not. There is very little 
interest in it. 

Mr. DrSauxz. Senator, I have more confidence in the sense of respon- 
sibility of the American Congress than to believe that they will not 
pass the act at a time like this. : 

The CuatrMan. Well, you might have that sense of responsibility, 
but I want to know what is going to happen in June if the law is not 
written up. You have only 6 weeks before the law expires. 

I want to know 

Mr. DiSauxe. I answered that question once before. I would hate 
to give an offhand opinion as to the particular suggestion of yours, 
but I would be glad to give it some study and to give our opinion 
on it. 

Senator Capenart. I think what the chairman means is what quick 
changes might be made, that might not be fundamental to extend 
the act for 60 or 90 days while the new act is grinding through the 
Congress. ; % 

Mr. DiSauze. I think the changes we are suggesting here are rel- 
atively minor. 

The Cuarrman. We are up against the deadline of June 30, and 
you have been in public life, and you know how long it takes for a 
city council to get ordinances through. You know how long it takes 
in Congress. We have hearings through June 7. We have to write 


a bill. We have to go to conference. The last one was in conference 
3 weeks, I think. 
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Mr. DiSatxix. From the time you started hearings on this bill, the 
original bill, within 60 days both Houses passed the bill. 

The Cuamman. That is right; because both Houses expected to stop 
inflation. 

Mr. DiSatxe. At that time it was a new approach. Here you are 
considering only amendments. 

The CuarrmMan. Well, I know, but I want to know about this amend- 
ment. Change the month from May to February, that is what I am 
asking. ” 

Mr. DiSatix. We will give our opinion on it} as to what would 
happen. 

Senator Moopy. About this licensing matter, as I understand it, Mr. 
DiSalle, one of the reasons generally given by those who argue that 
meat prices can’t be held down is the fact that meat controls are 
inclined to produce black markets. 

Is that not correct ¢ 

Mr. DrSatiz. Yes; that is one of the principal arguments against it. 

Senator Moony. Was your principal reason for asking an exten- 
sion of licensing powers the lapse of holding down black markets dur- 
ing this emergency only? Is that correct? 

Mr. DrSatie. We are requesting general licensing provisions to 
apply to all industry as an enforcement technique which will be very 
helpful. Inthe history of OPA, I think something like 30,000 notices 
were sent out under the licensing provisions of the act. It is merely 
a warning that you are out of line, to get back in and get compliance. 
Out of the 32,000 or 34,000 notices that were sent out, 328 actions 
were commenced, and out of the 328, I think less than half were prose- 
cuted through to completion, so it did turn out to be a very effective 
enforcement technique, giving us an opportunity, rather than to take 
a man into court or to start some penal or civil actions against him, 
to give him notice that he is in danger of being closed down. 

Then there is a chance of giving a man a suspension for a few days 
rather than to send him to the penitentiary, or give him a big fine, 
a small-business man. Actually, it is a very effective and a very 
mild addition to the enforcement power of our office. 

Senator Moopy. I would like to add for the benefit of the record, 
I had one of the committee clerks at the A. & P. to see what the prices 
of meat are today, and she says stew beef is 92 cents a pound, T-bone 
is $1.24, and ground round is $1.10 here in Washington, and I 
believe those are probably typical prices, and I hope you can do some- 
thing about the price of meat, Mr. DiSalle. 

The Cuarrman. I want to come back again to the problem. 

It is easy to say Congress will do this or that. We had rent control 
here which we extended, in which I had some small part. All the Con- 
gress did was to extend it through June 30. Now we have in this bill 
commercial rent control, which we have never before considered. We 
had a complete rent-control bill over everything far and away from 
the rent control we have today. 

I am not here to suggest. for one moment that I wouldn’t be the first 
one to try to stop iniflatiGin: I tried last year, and tried before that. 
I want to warn the administration, from what I see, things are not 
what I had hoped they would be. I say that in sincerity, and that is 
why I asked the question. I think I know something about what is 
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going on in the country, I hear from people, and there is not the interest 
today, and if any of the members of this committee differ with me, 
I hope they will say so. There isn’t the interest in this bill. 

I am for controls. I know we have to control inflation, I know we 
have to do it for the benefit of the armed services to get priorities and 
allocations; but I am talking about the over-all picture of.the control 
of prices, and the control of rents; that is what I am talking about, 
and the interest is not there, Mr. DiSalle. 

Senator Capenmartr. Mr. Chairman, Mr. DiSalle’s department han- 
dles only price control. 

Mr. DiSatxe. That is right. 

Senator Carruart. Which may be the most. important under this 
legislation, but yet it is a small portion of the number of pages in the 
bill. 

Mr. DiSauie. That is right, Senator. 

Senator Caprnartr. And we have to consider the extension of rent 
control, commercial rents ; we have to consider many other features of 
this particular legislation that will take time. 

I think it might be well if you would figure out for us what might 
be termed the “quick changes” that could be made in your particular 
department of price control so that if it does become necessary to 
extend the present law with minor changes for 60 or 90 days, we would 
be in a position to do so. 

We are going to have to write a new formula here for rent control, 
because rent control, in the old law, was based on 1940 values, and 
this is 1951, and it may take considerable time to properly write a good 
rent-control law. 

The Cuarmrman. And based on State authorities and community au- 
thorities. I want to help. 

Senator Carrenart. There is the question of decontrollong and re- 
control, and on what basis you are going to control rents. That will 
take considerable time. 

Mr. DiSauxe. Actually, the amendments that we are interested in 
are contained in the prepared statement that I gave the committee. 

Senator Carenarr. Will you summarize them for us? 

Mr. DiSauie. They cover differential subsidies which we would like 
to have for the purpose of assisting in the production of high-cost 
minerals rather than to give general price increases. 

You will remember that was used rather extensively during the last 
war, just using the example of copper, an expenditure of $10 million 
on the part of the Government for the assistance of high-cost produc- 
tion of copper, to save the Government something in the neighborhood 
of $280 million, which it would have cost them had they had to grant 
a general increase in the price of copper. 

‘I think most people recognize the need of that. 

Senator Dirksen. Mr. DiSalle, before you leave that item, I see in 
your conclusion that you suggest that that. authority ought to be 
extended to include agricultural commodities. Are you preparing to 
ask for full subsidy power on food items of all kinds? 

Mr. DiSatie. No; I am not. 

Senator Dirksen. Has anybody in Government, any agency, made 
that suggestion ? 

Mr. DiSauie. Not that I know of. 
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Senator Dirxsen. The President also indicated in his message, 
which accompanied these amendments, that probably that power 
would be requested at a later date, and I was wondering whether at an 
early date a request would be made for general subsidy power, and 
the funds to go with it? 

Mr. DrSatte. I certainly couldn’t tell you what would be done at 
a later date. I can tell you what I think on the subject right at the 
moment. .- 

My thinking at the moment is that we should try to get along with- 
out general ‘subsidies. Actually, I think that they are wasteful in 
that in granting general subsidies, and reducing the cost of living in 
that manner, you not only are helping the people who actually need 
assistance, but the people who do not need assistance, and if you are 
going to attempt any subsidy program to assist people, that ought to 
be concentrated in some method to assist those people on pensions or 
fixed incomes who can’t, by their own efforts, follow the general rise 
in the cost of living. 

Senator Bricker. It would seem to me that subsidies, as I have 
noted the testimony so far, are suggested with the idea of getting 
production in scarce material lines, rather than with relation to prices, 
because those materials are used in the war effort primarily, and do 
not affect in any marked way the over-all price structure. 

Mr. DiSauie. That is right; and that is my thinking at the moment. 
I don’t know what the situation might be 3 or 4 months from now, if 
we get into an all-out effort of some kind, and there is a great diversion 
from the regular production channels of the military, our whole pic- 
ture may change, but right now I certainly am not advocating any 
general subsidies. 

Senator Dirksen. Is there authority in these proposals to fix prices 
below the parity level ? 

Mr. D1iSauze. No; there is not. 

The CuarrmMan. You mention in here meat slaughterers, flour mil- 
lers, and so forth and so on, and what was done in the last war. 

Could that be the limit that you would expect to use this authority 
for. 

Mr. DrSaute. That is right. 

The Cuarmman. You say “during the war years this type of sub- 
sidy was used effectively in several industries, non-processing meat 
slaughterers, flour mills;” those would be the two that you had in 
mind, 

Mr. DiSautie. That is right, outside of the basic minerals. 

The Cuatrman. Secretary Chapman testified at quite some length 
yesterday on that. 

Mr. DiSauie. The purchase and resale program 

Senator Carrnart. First I want to say this, Mr. DiSalle: You were 
not asking for many changes. 

Mr. DrSauie. No; we are not. 

Senator Capruart. In all fairness to you, I want to say you are 
asking for a change in parity to extend it based on one year—— 

Mr. DiSatix. The marketing season. 

Senator Carenart. Then you are asking that certain common car- 
riers and public utilities come under your control. 

Mr. DiSatue. No; that isn’t so; it is largely a question of what is 
contained in the present act. 
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Senator Carenarr. I mean you want the right to regulate those that 
are not now regulated. 

Mr. DiSatze. That is right. 

Senator Carrnartr. And then you want to change enforcement to 
license the businessmen, and the others are practically technical 
changes. 

Mr. DiSauxe. That is right. You have covered the major changes; 
in fact, practically all the changes we are asking. 

Senator Carenarr. And of course the differential subsidies. You 
haven’t asked for much. 

It may be far-reaching, but it isn’t much. 

The Cuarman. You don’t see anything in the immediate future 
that will make it necessary to go down to the control of the retailer ; 
what we used to know as OPA in the last war, with ration tickets? 

Mr. DiSatix. No; we do not. 

The Cuarrman. Now, another thing I wanted to ask you, the roll- 
back in prices, is this: 

There is fear in the minds of a lot of people that you may, after this 
new law passes, roll back the prices further than the so-called January 
freeze. 

I know you have made statements, but I would like you for the 
record, so that it might be carried, so that the people might know 
again what you have to say about that, particularly avith regard to 
agricultural ‘commodities. Eventually, ‘perhaps, I understand prices 
are supposed to be rolled back by October to reach the freeze price 
of other commodities in January; is that correct ? 

Mr. DtSauix. Senator, I think the fact that we issued the order 
at this time is an indication that we want to be absolutely frank in 
the approach to this problem. 

The CuAirman. I am not questioning your frankness, but there are 
a lot of questions in the minds of people that this is the beginning 
of further roll-backs. 

Mr. DiSattz. We are going to continue to examine the individual 
prices, and where the prices have exceeded that we think is the stand- 
ard of fairness as set up in the act, certainly there would be some 
roll-backs. 

In those places where dealers have been caught in squeezes, they 
will be rolled forward. 

I think it takes just as much courage, in any case, to issue a price 
order that requires a roll-forward as it does to issue a regulation 
that requires a roll-back. 

The Cuarrman. I don’t question that. If you see any further 
unfairnesses in the act 

Mr. DiSattz. Unfairness—— 

The CHamMan. You said if there were unfairnesses, you intended 
to adjust them either up or down. 

Mr. DiSauix. Unfairness in the price structure, that is right, but 
I think pretty generally the actions that we have taken have been 
pretty much across the board so far, and I see no reason for any far- 
reaching orders in the future, except of a tailored nature. 

Senator Scuorerret. Mr. DiSalle, before we leave this matter of 
subsidies, and how they might be expanded one way or the other, 
and in view of what you said, would it be practical for this commit- 
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tee to restrict the subsidies to critical, or to strategic materials, includ- 
ing agricultural products, and then if a situation later developed 
that they were on a critical list that it could be reexamined, and then 
reinvoked ¢ 

Mr. DiSaute. I would think that that might be a fair approach 
to the general problem. 

Senator ScnorrreL. Now, going back again to this question of the 
roll-back on meat, you are hopeful, of course, that you can put meat 
on the counters of the butcher shops throughout this land, at what 
you consider to be a fair price? 

Mr. DrSautxe. Not only what I consider to be a fair price, but what 
is considered a fair price with reference to. the parity provisions. 

Senator Scuorrre.. Now, that is fine. I am glad of that, and that 
is What naturally a lot of these folks who are raising cattle on the 
hoof, putting their dollars and cents into it, and putting added 
poundage on it, that is what they are going to look at, something they 
can lay down at the station or at the slaughterhouse or at the packing 
plant. 

Now, judging from what you said a while ago, if I followed you 
correctly, is it your thought to re-examine it, and if you find that 
these prices at which they are going to have to sell to meet your re- 
quirements are inequitable or unfair that you would be willing to 
re-examine, and roll them back and give them a greater percentage? 

Mr. DiSautue. Senator, I had the question asked me in two fashions. 
One way, the question was asked, “Will you respond to pressure to 
change these orders?” My answer was, “No,” The other way was, 
“Will you agree to examine any new information that is submitted 
to you that might tend to prove that your order is unfair?” and my 
answer is “Yes,” that I would. 

Senator Scnorrren. I am interested in that latter question, given in 
relation to yours. I understand what this pressure is. I do not oper- 
ate well under pressure, whether from a Government agency or some- 
thing else. I want to know what the facts are, and that is what we 
are trying to arrive at. 

I want to ask you this, because this is a practical question coming 
from many men in my State. I know them personally, they are not 
fly-by-night operators in the cattle business, they have been in business, 
some of them, for 50 years, certainly over a long period of time, a 
lot of them, good operators. They build their etch up, and their 
feeding establishment. There is a question a lot of them ask me, and 
I do not know of a better opportunity than to ask you right now 
about this. 

Feeder cattle, and I think we will start with this premise. You are 
going to be interested in putting the greatest number of pounds on 
a critter in order to get the greatest poundage of meat that can go over 
the counters ultimately; you, I, and everybody else are interested 
in that. 

Mr. DiSauix. That is right. 

Senator Scnorrret. In Chicago in 1950, in March 1950, they had 
established prices in the Chicago market, which is I think the repre- 
sentative cattle market in the United States. 

Now we find that in March 1951 it cost about $9.50 per hundred 
pounds higher to buy that critter for feeding than it did in 1950, and 
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a lot of people have invested money in that, hundreds of thousands of 
feeders have gone into the market. 

In Chicago, in those same periods, the top was $32 a hundred, in 
1950; and $40, roughtly $40, in 1951. 

Now here is the $64 question they ask me: How do you expect us as 
feeders to come out when we pure hase this cattle to put this poundage 
on, in relation to feed prices, labor prices, transportation costs, in 
1951, with these roll-backs, and another one coming in August, and 
another one coming in October ? They ask me that. 

Mr. DiSauiz. Well, the Department of Agriculture, in the middle 
of January, aoa a statement on feeding of livestock, which demon- 
strated that the net per head on cattle at that time was running $80 to 
$100. Our figures carried out on various stages of the year, “and of 
course you realize the figures for feeding the c attle,w ull vary according 
to climatic conditions, vary according to the time of year they are 
purchased, vary according to the individual feeder and his practic e, 
whether he is an efficient feeder, or not. In discussing this matter 
with various feeders, I talked to a man, one of the largest feeders in 
the country, who said that he will be able to do all right under this 
order. He will have to buy range cattle at a lower price than he has 
been paying, but he will work out all right. 

Now, carrying out the figures on ‘feeding from last September, 
October, November, December, through January, we find that the 
average feeder selling at these prices will self at a profit. The man 
who bought heavy steers in February, after the issuance of our gen- 
eral ceiling order, and after the time we announced there would be 
ceilings on livestock, might be hurt to some small extent; but fortu- 
nately, there is a very light movement of cattle, or purchasing of feed- 
ing stock in the months of February and March. The average feeder 
wants to buy at the same time when he can do some grass-feeding and 
reduce his costs of feeding. The man who generally buys in those 
months is the man who is a professional feeder, a commercial feeder, 
who is able to average out his purchases over a périod of years, and 
he will be hurt very little by this order, if at all. 

I think generally you will find the result. will be good. 

I also find this, on the charge we are going to lose production. I 
find in the cattle-growing States that a good many of the smaller 
producers were not bringing in cattle to their feed lots because of 
the high price, and the uncertainty that existed; they felt it was a 
gamble. I have heard from several of them to the effect that now 
we have achieved some stability and taken the gamble out. They 
are going to start bringing cattle to their feed lots and start producing 
again; so I think the over-all effect of this order will be beneficial 
rather than harmful. 

Senator Scnorrret. I am sorry to say, Mr. DiSalle, that of the 
hundreds of letters I have received from my cattle State, and I think 
it fluctuates between third and fourth in the United States, I have 
not received a single letter that is optimistic along that score. You 
may be right, I will not say you are not right, but this segment of 
feeders I have in mind may be larger in my judgment from what [ 
have been hearing than in yours, “but there is a segment of those 
feeders who have gone out and bought hundreds and some of the large 
operators thousands, of head at those high prices, and here they are 
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confronted with the feed cost, the labor cost, and with the roll-backs, 
hitting them in two stages, and they are closing out. I have already 
got three or four good feeders in “< State who are getting under the 
wire before August, and they are closing out their herds. They say 
so in so many words, and I know those fellows. They are afraid of 
the hazard of this thing, and therefore I come back to the position 
that I am afraid ultimately we are not going to get the poundage that 
is going to go over the counter that we figure we are going to get. 
That brings me to something else.  ~ 

I was wondering if we had established, instead of the roll-back 
feature of this thing on beef prices, a ceiling, say in Chicago, on say 
prime beef, which is I guess the top-flight as you and I know it. 

Mr. DrSauiz. That is right. . 

Senator Scnorrre.. Then let everything grade on down from that. 
We would have no worries about fooling with all this intermediary 
stuff, but everybody feeding cattle or raising cattle would have striven 
for that high poundage figure to get the best price. But now we go 
in and roll back these priees, in certain stages and on certain cuts and 
all this and that, and I just wonder whether we should not reconsider, 
and that is an administrative proposition. I am not trying to tell you 
how to run your affairs—God knows, I would not want your job— 
if we could have established one ceiling price in a place like ee 
perhaps we would have saved ourselves a lot of this difficulty and a 
lot of this trouble. 

Mr. DiSatuie. Senator, there is nothing that we have given more 
time and study to than this particular problem; first of all, because 
we realize its importance to the total stabilization program, and sec- 
ondly, because of the experience that was had with meat during the 
last control period. We have studied it from every standpoint. We 
have talked to everyone that we thought would know anything about 
it in an effort to develop some sort of a plan that might be workable, 
be more simple, and yet be effective, and we just were not able to come 
up with anything except this program. This program is a result of a 
great deal of work, and a great deal of thought, and consultation with 
the leading agricultural economists that we could get, together with 
the people who had practical experience with the operation of the 
program before and realized the errors. We consulted with experts 
from the Department of Agriculture, and anybody we could get to 
come in. You will remember that you were in with the committee 
of people when we talked with them about the problems involved at 
that time. We gave them a full day. I talked to them in the morn- 
ing, and other people talked to them in the afternoon. We left no 
— unturned in an effort to find a workable solution, and we think 
we have it. 

Senator ScnorrreL. Suppose we find at the end of this 6-month 
period that we do not get the beef production we need with these 
roll-backs. Then are we going to expect, and is the cattle industry 
and those engaged in it, to expect that it will be reevaluated then in 
terms of the readjustments that might be necessary ? 

Mr. DrSattx. Do you think, Senator, that $1.20 reduction is going 
to have that effect? If you are familiar with the operation of the 
livestock market, you know that from natural causes the market will 
break that much in a day. So the natural flow of cattle to market 
would certainly have its effect 
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Senator Carenarr. Are you not rolling them back a total of about 
1G percent ? 

r. DiSatixz. No, about 10 percent. 

Senator Carenarr. Are not the three roll-backs 10, 414 and 414 
percent ¢ 

Mr. DirSauie. It amounts to $1.20, each of those subsequent roll- 
backs. 

Answering —_ question, I think this will happen there may be 
a flow to market just prior to the institution of the reduced prices, 
but the minute there is a break of more than $1.20, then the people 
will keep their cattle off the market. I do not think there is any ques- 
tion about that. They certainly are not going to send them and get 
$2 less, if by holding them a day they are going to get only $1.20 less. 

Senator Carenart. How do you figure the $1.20? I thought the 
roll-back was 10, 4144 and 44% percent. 

Mr. DrSatuz. On a $300 steer, a 4 percent reduction would be $1.20. 

Senator Capenart. That is $1.20, 414 percent, then another 414 
percent, another $5, and then you had 10 percent to start with, that 
would be $30, would it not—the total is about $40/ 

Mr. DrSate. I am talking about per hundredweight, about $1.20 
or $1.25 a hundredweight is what the future reductions would be. 

Senator Careuarr. You interest me. Maybe—you say the total 
is only going to be $1.20? 

Mr. DiSatxe. Oh, no; all told there is about a 10 percent reduction 
in this first roll-back—— 

Senator Carenart. On $300, that is $30. 

Mr. DiSauxe. Then it will run on the average—per hundredweight, 
it will be $3, about 3 cents a pound on an average of 30 cents. 

Senator Carpenart. Ten percent on a $300 steer would be $30, and 
another 414 percent would be $15, and another 414 percent would be 
$15, except the second 414 you would have to take off the $30 

Mr. DiSatiz. You would have to take off $30-—— 

Senator Carruarr. The total as I figure it on a thousand-pound 
steer that sells for 30 cents a pound would be about $55. 

Mr. DiSauxie. That is a little high. 

Senator Capenart. Well, $50. 

Mr. DrSauie. About $50. 

The CuHatrMan. You are not going to roll them back any further? 

Mr. DrSaute. No. 

Senator Cargnart. I do question your judgment in trying to roll 
back the price. I would not question your freezing the price of beef. 

Senator ScHorrre.. I agree with the Senator. That is important 
to this group that has been out and purchased cattle for the feed lots at 
these high prices. That is where they are getting into the squeeze. 

Mr. DrSatte. I just could not justify in my own mind the freezing 
of cattle prices at 152 percent of parity. 

The CuarrmMan. Why did you not freeze it in January ? 

Mr. DirSauie. We did not have the people to do it and get the regu- 
lations ready. 

The Cuarrman. When you froze these prices were your figures pre- 
pared by your staff? I know very little about cattle, although I know 
something about other agriculture. 

Mr. DiSatze. You know something about cotton ? 
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The Cuarman. I certainly do. I would not be here if I did not. 
You wrote a memorandum going fully into every question I raised 
with you, when you said you were going to issue the order. 

I suggest that the committee staff prepared that memorandum, and 
my hopes were for larger production as Senators Bricker, Capehart, 
and Schoeppel have expressed themselves, and I think Senator Dirk- 
sen and others. Why did we not freeze it in January rather than roll 
it back? You say you are not going to roll it any further back / 

Mr. DiSatur. We are not. We announced the whole program at 
one time. There was some thinking on the part of some people that 
we ought to wait with our announcement until the later date and then 
roll back at that time. I ruled against that, because I felt we ought 
to let people know generally now what the program was for the future. 

The Cuamman. The long memorandum the staff prepared, and 
I sent to you, and this eight-page memorandum you sent to me going 
into every detail, will be printed as a part of your remarks at this 
point. 

(The memorandum referred to follows :) 


Price CEmInG AND Roii-BAcK oF BEEF PRICES 


The Banking and Currency Committee and the Congress in passing the De- 
fense Production Act of 1950 had, as its primary purpose, an act that would be 
fair to all groups. 

The direct objective of the act was to obtain the production which might be 
needed for military preparedness and to prevent an inflationary spiral in prices. 

Congress, in passing the act, did not intend that the powers granted under the 
bill to make allocations of materials and to establish price ceilings should be 
used to regiment every phase of an industry. 

In fact, limitations were specifically provided in the bill to govern any action 
which might be taken by such agencies empowered to make allocations and 
establish price ceilings. 

These limitations were briefly as follows and were set out in sections 401 and 
402 of the act— 

(1) That the price regulation issued will tend to the achievement of 
maximum production ; 

(2) That the regulations do not lower prices below May 24, 1950, and 
June 24, 1950, or the parity level in the case of farm products ; 

(3) That the price of the item has risen unreasonably ; 

(4) That such price increase has materially affected the cost of living 
and the national defense; 

(5) That the imposition of the ceiling is necessary to effectuate the pur- 
poses of the Defense Production Act; 

(6) That it is practical and feasible to impose such ceiling; 

(7) That such ceiling will be generally fair and equitable to sellers and 
buyers. 

The recent ruling of the Office of Price Stabilization in regard to beef prices 
and price roll-backs complies with only one of the seven provisions set forth. 
It complies with provision No. 2—namely, that the regulation does not roll the 
price back below the base period set forth in the act. There is nothing in the 
act which would prevent the Office of Price Stabilization from stabilizing, prices 
at current levels for the purpose of ohtaining production, the primary purpose 
of the act. 

Since June 25, 1950, up to the present, many changes have taken place in our 
economy. In my opinion, the beef roll-back and the tailored-price ceilings for 
meat from the slaughter level to the consumer places the entire livestock 
industry under the regimentation of a few men who have had very little 
experience in production, processing, or distribution. 

The effect of the beef order will be to cut back production, thus defeating the 
primary purpose of the Defense Production Act. 

The price roll-back will definitely not be “fair and equitable” to the feeder of 
livestock on the basis of current prices for feeding cattle and feed. The tailored 
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ceilings will work a hardship on slanghterers and distributors of meat, even to the 
extent of forcing them to take a severe monetary loss. 

The experience which we had with the OPA should be proof enough to 
convince anyone that we cannot regiment the entire meat industry from pro- 
ducer to consumer without creating a situation of chaos in the distribution of 
the many grades of meat. 

I don’t believe that it would be possible to obtain the men to equitably grade 
the meat or to enforce the many price ceilings in an industry as large as the 
livestock industry which operates in every section of the United States, thus 
including in the problem the many differentials in wages, transportation costs, 
eating habits, climatic conditions, and sources of supplies. 

I feel that the motive which led to the order on beef prices was dictated by 
a misconception as to the effect of meat prices on the cost of living. The general 
public has been led to believe that the present price of beef is out of line with 
ability to buy. The changes of income levels have not been considered in 
analyzing the problem of beef prices. (The year 1948 was not influenced by 
war or depressive conditions. ) 

In 1948 the average price for prime cattle on the Chicago market was $35.24 
per hundredweight, and the average hourly wage in all industry was $1.35. 

During the month of April 1951 the average price for prime cattle at Chicago 
was approximately $40.25, and the average hourly wage in all industry was 
$1.56. The percentage increase in the price of prime cattle and the hourly wage 
since 1948 has been almost exactly the same—15 percent. 

In the case of the Nation as a whole, our national income increased from 
$223.5 billion in 1948 to a level of $263 billion in the first quarter of 1951. This 
represents ah increase of 17 percent or in almost direct proportion to the increase 
in beef prices. 

Secretary Brannan, on April 24, 1951, in testimony before the House Agricul- 
tural Committee, pointed out that, on a real basis of the buying power of an hour 
of labor, our cost of living was less in 1951 than before World War II. 

The record clearly indicates that the public, through its demand and ability 
to pay, has been responsible for the current price of beef. 

As a result of the demand for meat and the advance in prices on cattle at the 
primary markets, the price of feeder cattle has advanced $9.62 per hundred- 
weight from March 1950 to March 1951. Feeder cattle are the factories which 
translate grains and other feeds into meat. The roll-back in beef prices will 
discourage feeding operations and cause stop loss liquidation. But, of greater 
importance, it will stop the replacement cattle from going into the feed lots 
to produce our future supply of meat. 

The committee and Congress recognized the fact that the agricultural. industry 
produces approximately 70 percent of all our raw materials. Therefore, they 
decided that if we were to obtain the-needed expansion in farm production to 
meet the defense efforts the industry was entitled to parity as a minimum price 
for its products, or in other words, a price comparable with the price paid for 
the production of other goods used in our economy. 

In our present situation it will be impossible to expand our farm production 
as rapidly as our increase in national income. We definitely cannot expand our 
farm production if we permit the Office of Price Stabilization to roll back prices 
and destroy the confidence of the farmer as to the price he will receive. 

If the Defense Production Act is to be extended, I will do my best to insist 
on fair treatment for all groups interested in the price of meat. I will have as 
my primary objective uninterrupted production of meat and removal of any 
regulation which tends to interfere with the equitable operation of our system 
of distribution. 


MEMORANDUM IN REPLY TO QUESTIONS ON CEILING PRICE REGULATIONS ON LivB 
CATTLE AND BEEF 
. 


Among the contentions which have been advieiced in criticism of the Office 
of Price Stabilization roll-back of prices for beef cattle are the following: 

1. The increases in prices are justified because of the increase in national 
income since the end of 1949. 

2. The cost of feeder stock and of beef has increased to an extent which may 
wipe out the feeders’ margin. This will result in the curtailment of meat 
supplies. 


3. Black-market operations will be encouraged. 
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4. Since incomes are higher, it would be better to permit the public to pay 
more for beef than to run the risk of reducing the future supply of beef. 
The following comments may be made with respect to these four points: 


1. The increase in the cost of meat generally and of beef particularly has been 
out of all proportion to the increase in consumers’ spendable income 


During the fourth quarter of 1949, spendable income was at the annual rate 
of $187 billion. For the first quarter of 1951, spendable income was at the 
rate of $216 billion. The increase was therefore less than 16 percent. During 
the same period, the average retail price of beef and veal advanced about 25 
percent, or from 247 percent to 308 percent of the 1935-39 average. 

The price increase for beef and veal has been out ofall proportion, also, to 
the increases for other consumer goods. For example, during the 12 months 
ended March 15, 1951, while beef and veal prices rose 26 percent, all meats 
(including beef and veal) rose 21 percent; all foods rose 15 percent; apparel 
10 percent, and the general consumers’ price index less than 10 pereent. 

At present prices, therefore, the purchase of beef preempts a considerably 
larger share of the consumers’ dollar than before Korea, probably well in 
excess of the “historic ratio.” This inevitably reduces the amount available 
for buying other consumer goods, and for purchasing savings bonds. There 
seems no compelling reason entitling the livestock industry to such specially 
favored treatment. 


2 Production 


The regulation will tend to‘the achievement of maximum production. 

We can assume that a condition for maximum cattle production-exists when 
cattle prices are favorable in relation to costs of production. 

All the reductions planned for live-cattle ceilings will leave cattle prices 
at 120 to 125 percent of parity. Feed prices are below parity and it is antici- 
pated that they will not rise above parity. Thus it would appear that the situ- 
ation is conducive to cattle production. Furthermore, both the price of milk 
and the price of hogs are below parity, indicating that the ceiling regulation 
provides an incentive to cattle feeding. Even when feed, milk, and hog prices 
reach parity, it is obvious that cattle prices will have the advantage. 

After all the reductions in the regulation become effective September 30, 
cattle ceilings will be 7 percent above prices of last June. 

Experience during OPA indicates that ceilings do not prevent a high level 
of production and consumption. Cattle numbers in the United States reached 
the all-time high in 1945. Also, the record hog production occurred during 
OPA. The second-highest production of beef in the Nation’s history was in 
1945, the last full year of the OPA. (See table below.) 

Also, the regulation can have the tendency to remove some of the uncertainty 
of rapidly rising prices such as we have had in recent months. With stability 
in the market, we can encourage many small feeders, who have not had the 
capital to incur the risks involved in these abnormally high prices, to under- 
take cattle-feeding operations. 

The Department of Agriculture reported an increase of 4 percent of the 
number of cattle on feed in the 11 Corn-Belt States on April 1, 1951, compared 
to April 1, 1950. It is true, however, that the current production of beef is 
substantially below the level of last year, presumably because of anticipation 
that price controls may be discontinued or that ceiling prices may be raised 
in the near future. The relatively small number of cattle being sold for 
slaughter at the present time is not in normal relationship to the numbers of 
eattle on farms. It is our belief that farmers will deliver these cattle to market 
in a more normal pattern as soon as they are convinced that the price-control 
program will be continued in approximately its present form. 

It has been suggested that the roll-back of prices will cause a glut in the mar- 
kets as feed lots are emptied to avoid having to accept the lower prices after the 
date of the roll-back. This is not likely to be a substantial problem because the 
roll-back in October will come*at a time when it is not abnormal for prices of 
live cattle to decline substantially and at which time the numbers of cattle in feed 
lots normally are at their lowest point. The roll-back in August may cause some 
feeders to sell their cattle somewhat sooner than they had planned, so that there 
might be a decline in prices of cattle prior to August 1 as a result of this possible 
increase in marketings. Again it should be recognized that the amount of the 
roll-back is only $1.50 per hundredweight and that prices of live cattle could 
decline by this amount without any serious gluts in the markets. Such a decline 
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would prevent further marketings of cattle to avoid the roll-back because the 
roll-back would not cause any further decline in prices. All of this is borne out 
by preliminary data in regard to receipts of cattle on the 12 principal markets 
during the week ended May 11, which indicate that the total receipts at these 
markets are 139,100 compared to a total of 186,000 in the previous week and 
168,600 in the corresponding week of 1950. 

There is some possibility that some cattle will be slaughtered at lighter 
weights than would be the case if there were no roll-backs. On the other 
hand, it appears that this is not likely to be a major factor in beef production, 
and it seems clear that cattle prices at 120 percent to 125 percent of parity 
should be adequate to encourage continuation of the recent increases in numbers 
of cattle on farms and ranches as well as continued increases in the finished 
weight of cattle sold for slaughter, considering the entire year of 1951 and 
future years. 

The ceiling-price regulations are in compliance with the requirement that 
reflected values of farm products must not be below the level of May 24 to June 24, 
1950, or parity, whichever is lower. 

Cattle prices have shown a sharp upward trend since last June, although they 
were already near a record-high level when the Korean conflict began. The in- 
crease in average prices per hundredweight at Chicago for choice steers, the most 
important source of beef at retail, is shown by the following table: 


June 22, 1950 
Neen ene nee sa cee eee duebmnemetbanonmeae rae 
Apr. 13, 1951 


Nationally, average prices paid to farmers for beef cattle on June 15, 1950, 
were 137 percent of parity, which is an index of farmers’ cost rates. Prices have 
advanced relative to parity as well as in dollars and cents since that time, as 
follows: 





| Per hundred- | Percent of 
weight parity 
| 
| 


fons eal 8 
A retail eee ce ve hana tag cerca dieraeide Sa eet eeee oa 27.00 | 14 
is BO SOE feta ne esses bk Bees ee cee dnece SEES. 29.70 | 151 





Nore.—CPR 23 (statement of consideration). 


During the week of June 24, 1950, the weekly average price of prime cattle at 
Chicago as reported by the United States Department of Agriculture was $31.42 
per hundredweight, compared with $40.88 in week of April 21, 1951. Thus, the 
prices of prime-grade steers had increased 30 percent from June 1950. Choice- 
grade steers were up 26 percent since the pre-Korean period. 

Beef is an important cost-of-living item. About 44.1 percent of the consumers’ 
meat diet in 1949 (excluding poultry) consisted of beef. Thus, if the eost of liv- 
ing is to be controlled, effective measures must be taken to stabilize beef prices. 
A major step in stabilizing beef prices is to control prices paid for live cattle. 

Abnormally high food prices lead to higher costs in defense industries. Beef 
is an important item in the diet of industrial workers. 

(See p. 6 of the Defense Production Act of 1950, secs. 401—402. ) 

‘ The following are some of the purposes designed to promote the national de- 
ense : 

(a) To prevent inflation and preserve the value of the national currency. 

(b) To stabilize the cost of living and the costs of production. 

(c) To protect consumers, wage earners, investors, and persons with rela- 
aney fixed or limited incomes from undue impairment of their living stand- 
ards 

(d) To protect the national economy against future loss of needed purchasing 
power by the present dissipation of individual savings. 

(e) To prevent a future collapse of values. 

In order to carry out these objectives of the act, a ceiling may be established 
when price of material has risen or threatens to rise unreasonably above price 
prev ailing during the period from May 24, 1950, to June 24, 1950, or when such 
price increase will materially affect the cost of living or the national defense. 
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The information given above shows that the price of beef cattle had risen in this 
way and threatened to continue to rise. 

The price freeze of January 26, 1951, placed a lid on beef prices at all levels 
except for live cattle. 


38. Black market 


Profiting from the experience obtained in World War II, the Office of Price 
Stabilization has set up a distribution program designed to channel the available 
livestock to slaughterers and to maintain a normal flow of meat from slaugh- 
terers to those who sell or serve meat to ultimate.consumers. This distribution 
plan has the effect of spreading the cattle supply among established and regis- 
tered slaughterers and of assuring wholesalers and retailers that they can de- 
pend upon a normal distribution-of beef, thus eliminating most of the basis for 
the black market. 

In order to make it possible for cattle feeders to adjust their operations, 
the Director of Price Stabilization announced at the time of the January price 
freeze that ceilings on livestock prices would be issued later. Also, in the price 
ceilings which were announced on April 28 the reductions in live-cattle prices 
are made in three different steps so that time will be allowed for cattle feeders 
to rae ern their transactions accordingly. 

4. As already pointed out, despite the inerenne in spendable income in the 
hands of consumers, they cannot purchase beef at present excessive prices with- 
out cuttingsinto other essential expenditures and into savings. Moreover, there 
are large groups of consumers whose income has remained static or increased 
much less than the average, and for whom the high price represents a particular 
hardship. The suggestion that inflation can be cured by permitting prices to 
rise is, of course, directly contrary to the basic objectives of the stabilization 
program. Operators of other commodities would ask—quite properly—for treat- 
ment equally favorable with that accorded the livestock growers. Higher prices 
of beef would also raise living costs and lead to a justifiable demand for higher 
wages, giving renewed impetus to the entire vicious spiral of higher costs and 
higher prices. The net result would be the economic disruption and social 
chaos which are the inevitable accompaniments of inflation. 

We are confronted with a clear choice. We must either control prices all across 
the board or abandon any pretense of control. We should be derelict of our 
responsibilities if we yielded to the clamor of any group that desires to retain 
an inflationary level of prices or if we submitted to blackmail in the form of 
threats to withhold supplies or channel them into black markets. 

May 14, 1951. 


Average cost of cattle bought by slaughterers, pounds of beef produced, and 
number of cattle on farms in United States, by years, 1940-50 


| 
Average Beef pro- : : | 
cost per duced in neue e 
hundred- United on farms? ti 
weight States . } 


| 
| Average Beef pro- ; 
| cost per duced in — 
hundred- United Cae 


weight States on farms ' 


! 
| 
Million | Million 
pounds Thousands pounds Thousands 
7, 175 31, 877 9, 373 43, 341 
8, O82 4, 065 10, 428 42, 739 
s, BAL 37, 188 9, 079 40, 951 
41,770 
| 43, 012 


f 40, 964 || 


44, 724 


a 


| 
‘ | 44, 077 


1 Cattle not t kept for milk on farms Jan. 1. 
Source: Livestock Market News, U. 8. Department of Agriculture. 


Senator Dirksen. Your answer prompts one thought. 

What is the total number of people in your agency at the present 
time ? 

Mr. D1Saux. -The total number at this time, I would say, is in the 
neighborhood of 6,000. 

Senator Dirksen. And how many have you asked for in the 1952 
budget ? 
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Mr. DiSarze. I think there is a request for 35,000. 

Senator Dirksen. Plus 6,000. 

Mr. DrSaurx. No; including the 6,000. 

Senator Dirksen. Do you propose to use volunteers also? 

Mr. DrSatte. In the rationing program the OPA found volunteers 
helpful. They had somewhere in the neighborhood of 200,000 volun- 
teers, in addition to 60,000 paid wor kers. We have no plans at this 
time for the use of volunteer committees, with the exception of the 
mayor's committee which is now operating in quite a few communities. 
Whether we go to the local board type of organization or not is some- 
thing that has not been determined. 

The Curarrman. You have not requested them’ There is no law 
that gives you that power ? 

Mr. DrSarie. Power to do what? 

The Cuairman. Set up rationing and local boards. 

Mr. DrSatie. No; the rationing authority is under the President, 
and that has not been delegated to anyone that I know of, but as far as 
local board supplementing the program—— 

The Cuarrman. But it is in the law, the President has the right to 
delegate it. He has not delegated it. It is in this law. Suppose this 
committee eliminated that part. You say it is not going to be neces- 
sary. Would there be objection on your part ? 

Mr. DrSattie. I think that it is one of the stand- by tools that the 
program ought to have. I certainly am not looking forward to any 
type of rationing. 

Kr answer to your question as to whether the Congress could not 
just fail to pass the rationing amendment, I would like to point out 
that while the Administration does not foresee that it will at any 
particular time have to resort to rationing, still if the need does arise 
and I have to come and ask power to ration from Congress; that might 
start a stampede of hoarding. It is wiser to have it in the law; if 
the necessity arises it can be imposed suddenly to prevent hoarding. 

The CrarrmMan. I want the record to show, you certainly do not 
see in the near future with the situation as it is today the necessity 
for rationing, but you believe it should be left in the law as a stand- 
by? 

Mr. DrSaute. I think the President ought to have the authority. 

Finishing Senator Dirksen’s question on the local board set-up, 
we now are studying the different types of organization, whether for 
the smaller community, a local board with a clerk would do the job 
or whether a mobile unit operating under the closest district office 
would do the job or whether we could have more district officers and 
smaller district offices. Those are alternatives that we are studying, 
but no decision has been made. 

Senator Dirksen. Have you considered representations made by 
some retail association that small stores doing a gross annual busi- 
ness of $50,000 or less should be exempted on the ground that, first, 
they would be subject to price control; secondly, competition from 
large stores would almost compel them to keep their prices in line: 
and, third, it would diminish the field force that would be necessary, 
and finally would save them a tremendous amount of work. As you 
know, there is frightful protest now from those stores with a lot of 
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items about setting up the schedule and furnishing the old invoices 
against which to hock back? 

Mr. DiSauxie. We have that recommendation under active consid- 
eration. I do not think we could totally exempt stores doing $50,000 
or less. I do think we could devise a more simple means of control 
so that the reporting provisions would not be too tough on them. We 
have been considering $50,000. In our Ceiling Price Regulation No. 
7, we did give stores doing a net of $20,000, the option of complying 
with Regulation 7 or staying under the general ceiling price regula- 
tion, and in the manufacturers’ regulation, for example, we gave to 
manufacturers doing $250,000 a year or less the option of staying 
under the general ceiling price regulation, or complying with the 
general manufacturers’ regulation. We are actively considering some 
sort of program that will lessen the amount of paper work necessary 
for ater business people. 

Senator Dmxsen. What. about time extensions for small hardware 
stores, for instance, who may find it necessary to take 2, 3, or 4 months, 
for instance, to do an effective checking job! 

Mr. DiSaute. I think there is a great deal of misinterpretation 
with respect to hardware stores. Instead of trying to comply with 
general categories, they have been going to specific items. We are 
now preparing or studying a special regulation for hardware stores, 
and taking into consideration the limitations of $40,000, $50,000, 
$60,000 a year, and establishing special circumstances for those opera- 
tors. 

Senator Scuorrret. Mr. Chairman, I would like to ask one other 
question on the matter of licensing. 

I have received some information strictly on the basis of being a 
member of the Small Business Committee of the Senate about the at- 
tendant delays, apparently, that have come to our. knowledge in some 
instances where slaughtering concerns had been in business before, 
and, say in 1950, were down completely for remodeling, and had not 
established a slaughtering quota, and have applications in. If on 
proper showing of the legitimacy of that previous business, should 
there be any necessity for any long delays on that ? 

Mr. DiSaute. No; if they can make a proper showing. A good 
many of those I have gone into personally and have looked to see 
whether there was a proper showing. I think if you examined them 
yourself you would find no proper showing, simply a device to get 
around the order. ‘ 

In the case of legitimate operators, there have been adjustments 
made, and there will continue to be adjustments made. 

Senator Bricker. How many orders have you issued for new 
slaughterers ? 

Mr. DrSauite. We have issued none. 

Senator Bricker. How many applications are there? 

Mr. DiSaute. I would not know how many there are at this time. 

Senator Bricker. Have you not made a statement to the effect that 
you intend to deny most of them ¢ 

Mr. DiSau.e. Yes. 

The Cuarrman. Why did you make that statement ? 

Mr. DtSaue. Because increasing the number of slaughterers would 
mean the reduction of quotas. 
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The Cuamman. That is what I wanted to lead up to. I noticed in 
that eight-page letter you wrote me about allocating all the way 
through meat. Have you given any thought if the situation gets 
worse with the armed services as to where they are going to get their 
meat, are they going to get preference from slaughterers! You will 
remember in the OPA days how so much of it was channeled into the 
so-called pipeline, when the concentration of troops started in this 
country aa ae later overseas, it took so much away from civilians 
that was really the beginning of the black market. Have you given 
thought. to that? 

Mr. DiSauiz. Yes; we have, and we have also issued an order re- 
questing that preference be given to State and municipal institutions. 
They usually buy at a lower price, and naturally the sellers would 
prefer to sell on the open market at a higher price. 

The Cuairman. So you give preference to State and local orphanage 
homes, and so forth? 

Mr. DiSauue. That is right. 

The CuarmMan. What tes colleges ? 

Mr. DiSauxe. We have not gone into that generally. I know the 
State of Ohio 2 months in a row has had trouble buying their meat. 

The CuarrmMan. You went into deail about that in your statement. 
You have given thought to the military forces perhaps drawing away 
from the normal process as you explained in there, passing from the 
hoof to the consumer. 

Mr. DrSauiz. That is right. 

Senator Bricker. What steps are you taking to prevent the spread 
of black marketing which I believe the pressure under this order will 
bring about? 

Mr. DiSauue. The licensing freeze, the allocations, and the distribu- 
tion order generally, we feel, are designed to prevent a recurrence of 
the black market. 

You see, during World War IT there was an increase of 11,000 
slaughterers, and immediately after the war those 11,000 slaughterers 
disappeared. 

Senator Bricker. Did they not serve a purpose? 

Mr. DiSaute. Yes; I think they did. 

Senator Bricker. The black market purpose ? 

Mr. DiSauix, Yes; I think generally the purpose resulted in the 
scuttling of the program. 

Senator Bricker. I have one other question along a different line. 

My question is: How many mayors’ committees are you operating at 
the present time ? 

Mr, DrSauxez. I could not give you the exact number. It depends 
largely on the district. Now, Ed Wagner, working out in Columbus, 
has organized 50 or 60 committees. 

Senator Bricker. How do they operate; what is theirfunction ? 

Mr. DrSarie. They are actually public-information committees. 
They are representative of various segments of the community, and 
they act as a means of disbursing public information about the 
program. 

Senator Bricker. You delegate no enforcement authority ? 


Mr. DiSauie. No; and we do not want to use them in that fashion 
at all. 
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Senator Scnorrret. Mr. DiSalle, one other question. 

I may be pin-pointing this one, because it has come to my attention 
in the city of Wichita, Kans. A new air base is going in there in- 
volving thousands of men. 

Mr. DiSauie. That is where we would issue, when we say “economic 
necessity community,” we would issue a slaughtering license in cases 
of that kind. 

Senator Scnorrre.. That answers my question, because one of these 
institutions was in the city of Wichita with the added addition running 
into thousands of new additional employeese in Boeing’s saaae 
program, coupled with an air base moving in with another 10,000 to 
15,000, which will obviously tax the situation. 

Mr. DiSatxe. That is exactly the situation we had in mind. 

Senator Dirksen. When the steel situation got tight, and it is tight 
now of course for little people who cannot procure defense orders, 
in order to keep their doors open they simply went out into the market 
and bought what they could, and the fancy name for it is “Premium 
steel.” 

Mr. DirSauie. Sometimes they call it conversion steel. 

Senator Dirksen. That is right. Now, then, it has been converted 
into a product which, of course, has to be sold under the price ceiling, 
and there they are. If they continue to finish what they bought at 
levels 5 or 10 times as high as the steel market, obviously they are in 
violation, and I am satisfied there are going to be some requests for 
relief under those circumstances. 

Mr. DiSatzie. That was one of the problems that faced us in the 
writing of the manufacturers’ regulation. It wasa problem. We have 
written into the manufacturers’ regulation a provision that in those 
cases where NPA has allocated or requested or allowed the use of 
conversion steel in a manufactured product, we would allow that 
increased cost as a part of the material-cost adjustment. 

Senator Drrxsen. Suppose you take a case where NPA did not 
make an allocation, and they bought it, catch-as-catch-can, 

Mr. DiSauie. We have made no provision for it at all. 

Senator Dirksen. Is it under consideration, it is a hardship, not- 
withstanding. 

Mr. DiSatix. There has been no special consideration given to it. 

Senator Carenarr. You would not allow the party an increased 
selling price? 

Mr. DiSatyie. We would not. 

The Cuarrman. Might I have the attention of the committee for a 
minute ? 

Mr. DiSalle has been very frank and advised us as to what he 
intends as to subsidy. He mentioned certain mills and certain 
slaughterers. 

Now, tomarrow morning at 10:30 we have Mr. Brannan as the 
first witness, and I want to know the wishes of the committee so we 
can now advise the Senators who are here. I was thinking it might 
be advisable for once and for all time to have an executive session 
here at 10:30 with Mr. Brannan and find out what agricultural crops 
are to be subsidized. So if the committee will agree with the chair- 
man, I will have an executive session from 10:30 to, say, 11:30, and 
we can find out exactly what the agricultural commodities are so we 
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will not have to wait to have a meeting with Mr. Johnston or Mr. 
Wilson and bring them back. Is that agreeable ? 

Senator Scuorrren. It is agreeable with me. 

The Cuarrman. We will make arrangements for the executive ses- 
sion at 10: 30. 

Senator Carenartr. Mr. DiSalle, as you know, the National Park 
Services are under price control from the Secretary of the Interior. 
Is it your intention to likewise control them ? 

Mr. DiSauix. We have just asked the Secretary to furnish us in- 
formation as to what method of control he uses, and if his method of 
pricing is similar to ours, we certainly would permit him to do it 
rather than go into it. If it is a method that we consider a loose 
method of pricing, certainly we would see no reason for giving those 
concessionaires any advantage over the regular businessman. 

Senator CargrHart. We may also amend the bill to take care of it, 
but will not do so until we hear from you. 

Mr. DiSatxe. If the bill 

Senator Carenart. We will not do it until we get your answer. I 
see no reason for two agencies controlling the same thing. 

Mr. DrSauix. In just the past few days I have asked the Secretary 
for information on that. 

Senator Dirksen. What about your next item, “Purchase and resale 
program” ? 

Mr. DrSatue. As the members of the committee know, the most 
difficult, one of the most difficult problems we have is the cost of 
imported materials, where the world price is above our domestic price. 

What the permission to let these items come into the country at a 
price in excess of our domestic price would certainly create a problem, 
with a two-price system almost impossible to administer ; so in the case 
of those items we have suggested the buy-sell program so that we could 
buy at the world price, if necessary, and sell it into the domestic 
market price. 

Senator Dirksen. You may be familiar with the fact that the so- 
called grain for India bill is on the floor of the Senate at the present 
time. You had some correspondence with the representatives of the 
Indian correspondents and asked them not to take burlap out from 
under price control, which was ultimately decontrolled over there, and 
the price went up very substantially. I understood the Indian Gov- 
ernment commandeered everything that had not got to the customer 
sometime, including heavy burlap, warehouse and mill supplies, and 
so forth. Do you have in mind under this resale program buying 
necessary jute from India, and then reselling it so as to comply w ith 
the price ceiling here. 

Mr. DiSauzx. The last I heard on the jute part of our program 
was in discussing it with our director in charge of price operations. 
He says that a satisfactory agreement has been worked out on jute. 
At least that is my recollection of it. That may not be accurate. 

Jute itself, I do not think, would be included in a buy-sell program, 
because we do not produce jute domestically. But in the case of cop- 
per, where we import 30 percent. of our supply, that might be one 
of the items where we would have to have a buy-sell program. 

Senator Dirksen. Just to understand this, you would under this 
provision buy burlap from India and then sell it here and absorb the 
loss; is that it! 
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Mr. DrSautx. I think the program would only be used in those 
cases where we produce part of it domestically, and the rest of it is 
produced on the world market, which would result in a two-price 
system. Mr. Ackley, do you know of any instance where we would 
use that program other than that ? 

Mr. Ackxtey. I cannot think of any definite ones. 

Mr. DrSatix. Wool might be one of the commodities where we 
would have to use it. “* 

Senator Dirksen. Then your next item is the parity freeze, I believe. 

Mr. DrSatxe. The parity freeze; that is right. Actually, we feel 
that the freeze of parity at the beginning of the marketing season is 
necessary from an administrative standpoint, in order that we may 
have some idea of when we can effectively freeze an agricultural 
commodity. 


I think that Mr. Brannan is prepared to discuss that amendment 
at length. 

Senator Dirksen. Is it contemplated that when the parity price 
is frozen that that price will continue for one whole year from the 
beginning of one marketing season to the next ? 

Mr. DiSauix. To the next marketing season. Now, that doesn’t 
mean that if the item is below parity that it couldn’t continue to move 
toward parity during the marketing season; it would just mean that 
the escalation would be suspended during that season, and would 
be added to the parity price at the beginning of the next marketing 
season. 

Senator Carenartr. It means that the parity price would not be 
increased during the year? 

Mr. DiSarix. That is right. 

Senator Scuorrren. Now, wait a minute. Let me ask you this 
question: I come from a State that is the greatest wheat-producing 
State in the country. This year’s crop may be a good crop, or may be 
a poor crop. If you carried on over to the next, year, we may get an 
exceedingly poor crop year. Do you think that would be fair to the 
wheat raisers of the country ? 

Mr. DiSauze. . Well, when do they sell that crop? 

Senator Scnorrren. It starts in the southern end of our State about 
June 15, or the 18th; in the northwestern part of our State it will run 
to July—talking about the harvesting season now. 

Mr. D1Saute. Isn’t that crop usually sold before it is harvested, 
even ? 

Senator ScuorrreL. Oh, my goodness, no; certainly not. Tremen- 
dous quantities of it are stored on the farms and carried on over to 
the end of the year. Hundreds of farmers look at this thing called 
the tax picture; that is pretty important to them to look at, and I 
could give you the figures from my State, I am sure, as to percentage 
of the crop that moves to market. 

That depends upon transportation, gluts in the elevators, how much 
is put under loan, and what the loan price is going to be. I can see 
a lot of difficulties that are going to develop if we freeze that. 

Mr. DrSauxe. The support price is established at the beginning 
of the marketing season. 

Senator Scuorrren. You talk about the loan price now? 

Mr. DrSattz. That is right. 
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Senator ScHorrre.. That is correct, and that wheat is sold, or that 
corn is sold. 

Mr. DiSauue. The establishment of the freeze of the parity price at 
the same time would not prove a great detriment to the grower himself. 

Senator Scnorrret. I would certainly want to take a look at that 
when you talk to me in terms of a year. That is a tremendously im- 
portant thing for the grain growers of the country. 

The Cuatrman. In June, on the Rio Grande, they are picking cot- 
ton and beginning cotton. It will be October or November before 
it gets up to the ‘Panhandle, sometimes in December when you get 
north of Amarillo. It is a long period. 

Mr. DiSauiz. Of course, parity is established by area. It may be 
established for cotton one month in Texas and another month in 
North Carolina. 

The CuarrmaN., As to the cotton, it is not going to do any good, ex- 
cept from an administrative standpoint. It won’t even keep prices 
down. 

Mr. DiSatxix. No; it will not do much. 

Senator Carenart. I have an open mind on it. I want to listen to 
somebody that knows more about it than I do. I don’t see any par- 
ticular harm in it, particularly as far as grain is concerned; wheat, 
soybeans, and so forth. 

The CHarrman. I will tell you the harm I see. Once you start to 
interfere with the laws of parity—Congress, through its Agriculture 
Committees, have studied it for years. Of course, we can change it. 
We put an allowance in in time; you had to have parity, or a date of 
May and June. If the Agriculture Committee should ask about 
it 

Mr. DrSauie. One of the difficulties with parity, the way it is com- 
puted now, is that about a third of the items in the parity index are 
food, that are below parity, and that continues to increase, and as it 
continues to increase, it continues to pull parity up. So even though 
we were able to hold all other prices fairly steady, it would mean that 
parity would still continue to escalate. 

The Cuarmman. You will admit this, Mr. DiSalle: The price of 
wheat does not really affect the price of bread. 

Mr. DrSatxx. It is a small part of the cost. 

The Cuatrman. Very small, and the same way with the price of 
eggs that the farmer gets against parity and the price of eggs in a 
store. : 

Are there any more questions, gentlemen ¢ 

Mr. DrSaiz. I think sometime ago, before the committee, it wasn’t 
a question of parity itself they were disturbed about; it was a ques- 
tion of administration and the recomputation of parity. 

The Cuarrman. Are there any further questions? 

Senator Bricker. I would like to ask one question with regard to 
the public utility section. 

You say: 


There was inserted in this subsection a limitation so that carriers and utilities 
are required to give us notice only of increases in their charges “for property or 
services sold * * * for resale to the public * * * ” No notice is re- 
quired for an increase of rates charged directly to consumers. This sharply 
limits the notice requirements for utilities to wholesale companies, and oblit- 
erates it as to common carriers, since transportation services are not ordinarily 
resold to the public. 
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Just what notice would be required of public utilities and carriers 
in that case? It doesn’t cover rate increases to the consumer, it only 
covers wholesale transactions to the distributing companies. 

Mr. DiSaxie. At the present time, and I think it is a question of 
the interpretation of the act, they are not required to give us notice. 
Some do and some don’t, depending on how they interpret. it. 

We feel that we ought to - given notice so that we could enter an 
appearance before the Commission to tell the Commission whether we 
felt that the proposed increase was inflationary or not. 

Senator Bricker. And the power of intervention in the case of all 
public utility rate increases, even to the consumer ? 

Mr. DrSatxe. That is right; especially to the consumer. 

Senator Bricker. Which is, of course, subject to regulation by the 
States. 

Mr. D1rSaute. That. is correct. 

Senator Bricker. And that is on the presumption that the States 
will not do a good job in their regulatory authority. 

Mr. DrSauie. No; I don’t think that is the presumption at all. 

Senator Bricker. What other basis is there for it? 

Mr. DiSaue. I do think the Gevernment’s position ought to be 
made known. We do not ordinarily have the inflationary pressures 
existing at this time. 

The Cuatmrman. Senator Sparkman ?/ 

Senator SparkMan. Mr. Chairman, I apologize for being late. My 
question has been already gone into. 

Mr. DiSaute. I am almost sure it has, Senator. 

Senator SparKMAN. I won't ask for duplication. 

Mr. DiSalle, do you know in my section—and in several of the tex- 
tile-producing States—we are troubled with some textile strikes right 
now! Several of our mills are closed down, and the problem that 
created was the inability of the companies and the workers to bargain 
on a new contract. The manufacturers claim that no price ceiling 
had yet been placed on textile products, and therefore they had no 
way of knowing what they were going to be able to do. 

I spoke to you about it some time ago, if you recall. 

One mill in my home town has settled its strikes by working out 
an agreement whereby both sides decided to abide by whatever decision 
is eventually reached here; in other words, to continue the status quo 
until something is done. But there is another mill still on strike, and 
I notice in the papers that up in the Carolinas mills are on strike, and 
I suppose the same thing is true in Georgia, and perhaps in Tennessee. 

Mr. DrSatie. Senator, those strikes were a result of the nonexist- 
ence of a Wage Stabilization Board at that time, and no authority to 
go to for the purpose of confirming an agreement which might be 
entered into between the parties. 

We have now issued regulations covering textiles, both cotton and 
wool. 

Senator SparkMAN. That has been issued ? 

Mr. DiSatte. Yes. 

Senator SparKMAN. When? 

Mr. DiSaure. Last week some time on cotton textiles. 

Senator SparKMAN. I was not aware of the fact that a textile regu- 
lation had yet been issued. 
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Mr. DrSauiz. Yes; it has been. 
Senator Sparkman. That is all I have. 
(Mr. DiSalle’s prepared statement follows :) 


STATEMENT OF MICHAEL V. DI SALLE, DIRECTOR OF PRICE 
STABILIZATION 


Prick STABILIZATION TO DATE 


CHAPTER I. FROM KOREA TO THE PRICE FREEZE 


These hearings, called to explore all of the issues involved in the extension of 
the Defense Production Act, offer a welcome opportunity to the Office of Price 
Stabilization to report to the Congress on its objectives, achievements, and prob- 
lems. 

The Korean invasion on June 25, 1950, aroused the free world. It made clear 
to the American people that this Nation needed a much higher level of pre- 
paredness to assure the national security. Congress, therefore, laid the basis 
for the defense production program by passing the Defense Production Act of 
1950. 

In its consideration of this act, Congress recognized that the economic pres- 
sure arising from a production effort of the necessary size might require a full 
program of economic stabilization; and Congress provided for such a program 
in the act. By September 8, 1950, when the act became law, the price level had 
already risen substantially. Earlier in the year a growing prosperity had raised 
business activity and reduced unemployment. The American economy was work- 
ing fairly close to full capacity. Prices as reflected in the Weekly Wholesale 
Price Index of the Bureau of Labor Statistics had risen from 151 (1926—100) 
in January to 157 just béfore the outbreak in Korea. After June 25 the fear that 
the war might spread and might lead to inflation and shortages caused a wave of 
panic buying, and by the time the Defense Production Act was passed, the Whole- 
sale Index had climbed to about 169. 


Agency established 


On September 9 the President issued an Executive order establishing the Dco- 
nomic Stabilization Agency to exercise the stabilization authority granted him 
in the new law. As this Agency began to organize, public excitement had some- 
what abated, and people had begun to recognize that no commodity shortage was 
in sight. 

American industry met the expanding demand with rapidly increasing produc- 
tion of civilian goods. It was able to replenish the shelves of distributors which 
had become depleted during the buying wave, and to supply business generally 
with the substantially larger inventories that were wanted under these condi- 
tions. At the same time, industry was preparing to meet the challenge of the 
defense production program. 

The return of calmness on the part of the general public and the demonstration 
of the country’s huge productive power were enough to make the price trend level 
off. The Economic Stabilization Agency took no immediate action for direct 
price control. 

But in late November the character of the Korean conflict changed with the 
intervention of the Chinese Communists. An expansion of the defense program 
was requested by the President and approved by the Congress. Immediately 
another rise in prices got under way. The Director of Price Stabilization, who 
took office on December 12, immediately joined the Economie Stabilization Ad- 
ministrator in efforts to enlist cooperation of industry in avoiding price increases. 
Voluntary agreements not to raise prices were achieved with leading producers 
in a few basic industries. On December 19 the Economie Stabilization Agency 
issued a set of voluntary standards for businessmen to follow in setting their 
prices. 


Voluntary controls inadequate 


It soon became clear, however, that a program of voluntary action was not 
enough to halt the inflationary trend. In fact it aggravated the pressures by 
stimulating the fear of inflation. The Director of Price Stabilization, there- 
fore, asked for authority to impose regulatory controls. This authority was 
delegated to him by the Economie Stabilization Administrator on January 2 


1951. ® 
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At this point the suggestion was advanced that selective controls might be 
sufficient to keep prices in check. But after surveying the situation the Director 
of Price Stabilization came-to the conclusion that selective controls could do the 
job no better than voluntary action. Each ceiling on the product of one industry 
was bound to serve notice on other industries that they would be next. Thus, 
the inflationary trend would be accelerated. 


The general freeze 


The Wholesale Price Index reached 180 during the latter part of January 1951. 
During the previous 12 months it had advanced asfollows: 4 percent from Janu- 
ary to June 1950; 8 percent from June to September ; and another 6 percent from 
November 1950 to January 1951. There was no other choice left but the imposi- 
tion of a general price freeze. On January 26, 1951, the Office of Price Stabiliza- 
tion issued its General Ceiling Price Regulation. This applied the brakes to the 
violent upsurge of inflation. 

The price rise could not be completely halted at that moment, especially since 
prices of a substantial number of important commodities could not be placed 
under controls. 

The Wholesale Price Index continued to rise at a slightly slower rate until 
February 13, when it reached 183.4. Since then it has only shown fractional 
changes. It never reached 184, and on May 1 it was at the same level as on 
February 13. i 


Effects are felt : 


Both the inflationary rise and the effect of the brakes put on it were dramati- 
cally illustrated by the more sensitive index of prices for 28 industrial raw 
materials and raw foodstuffs compiled by the Bureau of Labor Statistics. This 
index increased 47 percent between the outbreak of war in Korea and the impo- 
sition of the General Ceiling Price Regulation—a rise averaging nearly 7 percent 
a month. It reached a record high on February 16 and since. then has receded 
more than 5 percent from that peak. It has declined during 10 of the last 11 
weeks. 

Prices at retail stores move more slowly and within a narrower range. Their 
lag behind basic market and wholesale prices is due to the time required for 
processing and distributing goods to retail stores.. Nevertheless, there are indi- 
cations that price control has also brought stability to the cost of living. Be- 
tween Korea and the General Ceiling Pri¢e Regulation the Consumers’ Price 
Index of the Bureau of Labor Statistics advanced about 7 percent, or an average 
of almost 1 percent a month. The Consumers’ Price Index for March 15, how- 
ever, showed an increase of only 0.4 percent since February 15, the smallest for 
any month since Korea, and only a third as much as the rise during the pre- 
ceding month. No later figure on the cost of living is available but preliminary 
indications are that any increase between March 15 and April 15 will again be 
small. 

Some are saying that the checking of inflation has been brought about by 
“natural economic forces,” by the falling in demand and the liquidation of over- 
stocked inventories. But in the absence of price ceilings the frantic consumer 
buying and piling up of inventories. which went on in many fields until the end 
of January, might well have continued much longer—possibly until the time when 
physical shortages developed as a result of the expanding defense program. The 
psychological inflation of panie buying and hoarding would then have passed 
without a break into the physical inflation of acute shortages, and the two stages 
together could have set off a runaway spiral of prices and wages that would 
have ruined our economy. 


Panic buying halts 


Instead, the notice served upon the public by the Government that inflation 
was to be halted gave people the confidence to stop panic buying. It made busi- 
nessmen realize that the time had come to reduce inventories rather than to in- 
crease them for the purpose of speculation. If OPS action was not solely respon- 
sible, it surely was of crucial importance in getting consumers and business back 
into a more normal frame of mind, giving merchants time to think of merchan- 
dising instead of scrambling for goods. 

This is widely recornized as a fact by those businessmen most closely in touch 
with the attitude of the buying public—retailers. The New York Times recently 
rave prominence to an analysis of the situation in which the price freeze was 
credited with causing the end of panic buying. A department store head was 
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quoted as a principal authority. A copy of this report of the New York Times is 
attached to this statement as exhibit A. 


CHAPTER LIL. OPS ACTIONS SINCE THE FREEZE 


General program to replace the freeze by tailored regulations 

In issuing the General Ceiling Price Regulation, known as GCPR, we publicly 
stated that it was not an enduring instrument of price control, and that it would 
have to be replaced as swiftly as possible by tailored regulations. Unavoidably, 
there were many inequities and distortions in the price picture when the GCPR 
camera was snapped. There were “lags” and “squeezes,” in the case of sellers 
whose costs were raised during the base period but who had not yet adjusted 
their prices. There were runaway advances in the case of sellers who had 
pushed their prices higher than costs required, or in the case of prices bid up 
by speculation. 

There also was the basic problem created by the voluntary appeal of December 
19, 1950. The responsible businessmen who had tried to cooperate with the 
Government were penalized by the general freeze formula, while the firms 
which flouted the voluntary standards were given an advantage. 

A third problem was that of new items. New. items play an important mer- 
chandising role in many consumer-goods industries, and improvements and 
changes constantly appear throughout American industry. The freeze technique 
cannot be used since there is no base period sale or, price to be frozen. Some type 
of margin control is necessary. The GCPR formula for new items prescribed the 
same margin as that realized on comparison commodities, but this is necessarily 
seneral and permits looseness in application by the sellers. 

To take care of all such problems we have to resort to regulations “tailored” 
to the conditions of particular industries. Tailored regulations wipe out, or at 
least substantially lessen, the inequities and distortions by providing appropriate 
price adjustments and roll-backs. Tailored regulations provide relief to those 
firms that observed the voluntary standards. And under tailored regulations 
it is possible to provide effective formulas for pricing new items. 

Our objective has been to set in these tailored regulations exact dollars-and- 
cents ceilings for most goods. That requires care and time. We have. been able 
to develop a number of dollars-and-cents ceilings. But for the most part this 
stage has not yet been reached. 

The tailoring program did not contemplate that we would always move at one 
stroke from the broad instrument of GCPR to the ultimate dollars-and-cents 
ceilings. In the case of hides, for example, the OPS first issued a “formula” 
regulation, setting ceilings at November 1950 levels (Ceiling Price Regulation 2, 
January 25, 1951). On March 15 this regulation was revised by translating 
that formula into specific dollars-and-cents ceilings. In the general manufac- 
turers’ regulation (CPR 22) the OPS took a large block of commodities out of 
the GCPR under a formula designed to bring prices and production costs into 
€@ more normal balance. This is an interim measure pending the writing of 
regulations for particular industries. 

Some commodities were stabilized in December by a series of voluntary under- 
standings between the producers and the Government. These arrangements, 
unlike the voluntary standards of December 19, set forth specific prices. These 
commodities included such basic materials as steel, copper, lead, zinc, rayon, and 
sulfur. These specific prices were generally maintained and as a consequence 
there have not arisen such distortions and inequities as characterized the prices 
of most goods under the GCPR. 


Major regulations 


Since January 26, the energies and resources of our limited staff have been 
largely devoted to developing tailored regulations in certain fields of major 
importance. We concentrated on three types of regulations—those involving 
very. large numbers of sellers, particularly at retail; those involving commodities 
of signal importance in the cost of living or the economic structure; those re- 
pairing the inequities and inadequacies of the GCPR which created pressing 
supply or administrative problems. We summarize herewith the most impor- 
tant of these major regulations: 

(1) General merchandise at retail (CPR 7).—We began work early on a regu- 
lation for retailers of most consumer goods other than food, to be issued as 
promptly as possible following the freeze. The difficulties of price control in 
this field were fully experienced during World War II. The constant influx of 
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new items very quickly makes any freeze outdated. There is tremendous variety 
in the type of retail operations, with corresponding variety in margins normally 
realized. 

The technique of the “pricing chart’ was provided in CPR 7 to meet these 
problems. For all merchandise handled by the retailer on a listing date (Feb- 
ruary 24, 1951) the retailer states his costs and prices on a pricing chart. The 
merchandise is divided by specified categories. When merchandise is later 
bought by a retailer at a cost appearing on the chart for that category, the 
corresponding price on the chart is his ceiling. 

For a purchase whose cost does not correspond to any cost on the chart in 
that category, the retailer may not exceed—his margin for the next lower cost 
item or the average margin for the category. The regulation provided for ad- 
justment of list date margins both upward, in certain squeeze situations, and 
downward in the case of inflated margins. Detailed appendices define the 
categories, and specify exact percentages for use when a store’s experience is 
not sufficient for a pricing chart. 

This type of regulation, corresponding generally to one used by OPA, was 
recommended by retail committees as the fairest, clearest, and most enforceable 
type of price control in this field. After some experience we will be able to 
compare margins realized under the regulatéon with pre-Korea margins and 
make appropriate adjustments. 

The regulation as issued February 27, 1951, covered principally apparel, shoes, 
household textiles, and furniture items. It applied to an estimated 200,000 re- 
tailers. It was amended April 5 to embrace an additional 75,000 retailers, and 
to cover housewares, silver, china, and glassware, luggage, sporting goods, musi- 
‘al instruments, and other items. 

(2) Food wholesalers and retailers (CPR 14, 15, 16).—These regulations, 
covering the so-called “dry groceries” and affecting 60 percent of food items in 
the 500,000 retail food stores, provide specific percentage margins for 38 food 
categories. The regulations are modeled after OPA regulations considered effec- 
tive in this field. Retailers are placed in four groups according to the type 
of operation and gross volume of the store, with smaller margins permitted for 
the chains and large supermarkets. 

These regulations removed many inequities, squeezes, and excessive margins 
found under the GCPR. They provide the foundation for “community pricing”’— 
that is, dollars-and-cents ceiling prices, determined for each locality and posted 
in the stores for all to see. This system, used in World War IT, will be estab- 
lished as soon as a sufficiently large number of food items can be brought under 
tailored regulation at earlier levels of production and distribution. 

(3) Menufacturers’ regulations —The general manufacturers’ regulation 
(CPR 22), issued April 25, 1951, sets the pattern of OPS ceilings at the manu- 
facturers’ level during the interim period following the general freeze. 

The basic formula of the regulation is simply pre-Korea prices, plus increases 
in costs of factery labor and manufacturing materials up to certain cut-off 
dates. The manufacturer has the option of selecting any quarter in the year 
preceding the Korean outbreak. The cut-off date for labor costs and for costs of 
materials generally classifiable as raw materials is March 15,1951. For materials 
which are themselves manufactured materials priced under the regulation, the 
cut-off date is December 31, 1950. 

This regulation has the effect of correcting many of the inequities frozen into 
ceilings by the GCPR. It restores more normal price-cost relationships by 
achieving roll-backs where prices have outpaced costs since Korea and permit- 
ting increases where the GCPR resulted in squeezes. It establishes a pricing 
method which does not favor those who ignored the voluntary appeal of De- 
cember 1950 and does not penalize those who cooperated. 

The manufacturers’ regulation, unlike the retail regulations, is not intended to 
be an enduring regulation. .It is a general interim regulation which will be 
replaced in due course by tailored regulations for the particular industries and 
commodities. Several companion regulations to CPR 22 will apply the basic 
formula and spirit of CPR 22 to the problems of specific industries. 

The general manufacturers’ regulation applies to an estimated 75,000 indus- 
trial firms. It blankets a vast area of products including radio and television 
sets, household applicances, many textiles, furniture, many building materials, 
a wide range of processed foods—generally those not involving seasonal prob- 
lems—most chemicals, paper and paper products. Among exempted items are 
canned, frozen, and dried fruits and vegetables, drugs and cosmetics, dairy and 
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bakery products, and tobacco products, as well as primary metals, alloys and 
metallic ores, and fabricated structural steel. 

The regulation gives the manufacturer alternative methods of figuring his 
cost increases. He may use the one he finds most convenient for his system of 
cost records and most suitable to the nature of his business. 

(4) Beef regulations —Beef, a basic cost-of-living commodity, was covered by 
specific dollars-and-cents ceilings announced April 28, 1951. for all sales at 
wholesale (CPR 24) and retail (CPR 25 and 26). At the same time we issued 
a livestock regulation, governing prices payable by packers and slaughterers 
(CPR 23), and also a distribution records regulation. The regulations affect 
some 300,000 meat retailers and 25,000 packers, slaughterers, and other meat 
wholesalers, as well as livestock producers and feeders. Numerous conferences 
with industry people were held before the regulations were issued. 

These beef reguiations must be considered in the context of the program of 
slaughter control which was the first major OPS action in the meat field. Under 
Distribution Regulation 1, issued February 9, 1951, all commercial slaughterers 
are registered with OPS. The purpose of Distribution Regulation 1 is to main- 
tain the satisfactory meat distribution pattern of 1950. This will be done by 
limiting the entrance of new slaughterers into the business, and by allocating 
to each registered slaughterer a quota which will let him slaughter in 1951 
the same proportion of the meat animal supply as he slaughtered in 1950. 

The livestock price regulation makes three reductions in the prices that may be 
paid for live cattle. The first reduction is 10 percent on the average price that 
slaughterers can pay for live animals in each accounting period. Most of this 
first reduction is to eliminate the squeeze on slaughterers and merchants caused 
by the continued rise of live cattle prices after meat prices were frozen in Janu- 
ary, and thus to restore adequate operating margins. Livestock had not been 
controlled under GCPR, but it was announced at that time that a livestock regu- 
lation would be issued as soon as practicable. 

Additional live cattle price reductions of approximately 4144 percent have been 
announced for August 1 and October 1, to be accompanied by corresponding 
reductions in the price of beef to the consumer. After the final reduction, live 
cattle ceilings will exceed parity by an amount estimated at 20 to 25 percent, 
and will exceed the May 24—June 24, 1950, minimum provided in section 402 (d) 
of the Defense Production Act. 

Because of the major importance of beef price control the dollars-and-cents 
ceilings have been worked out in great detail, and specific prices are provided 
for each type of seller, cut, grade, and for various zones. These dollars-and-cents 
ceilings, which must be posted at retail stores, are indispensable to effective, en- 
forceable price control of meat. The regulations eliminate certain price distor- 
tions and accidental variations in ceilings which were frozen by the GCPR, and 
provide ceiling differentials geared to freight costs to permit free flow of supplies. 

The total reduction of beef prices at retail will amount to an average of 8 to 9 
cents a pound, and will save consumers an estimated $700,000,000 annually. 


Relation of tailored regulations to freeze levels 


The price levels of the tailored regulations developed by OPS since January 
have been related to GCPR levels in various ways. Some tailored regulations 
have accomplished roll-backs; some have merely preserved GCPR levels while 
others have permitted necessary increases. 

(1) Roll-backs.—In the case of several highly speculative commodities which 
increased sharply in price after Korea, the OPS issued roll-back regulations. 
These roll-backs carry out the over-all stabilization objective and in some cases 
avoid the necessity of price increase for persons buying and using these materials. 

Examples of these roll-backs are to be found in the case of hides (CPR 2); 
steel scrap (CPR 5); a variety of fats and oils, including tallow (CPR 6); and 
cotton and linen cuttings used by the paper industry (CPR 28). 

(2) Haquivalent lerels.—tIn another group of commodities, largely agricultural 
in origin, OPS has replaced the general formula of the GCPR by specific dollars- 
and-cents ceilings which maintain the same general levels as the GCPR. Ex- 
amples of these regulations are to be found in the case of green coffee and cocoa 
(Supplementary Regulations 3 to GOPR), cotton (CPR 8), and milled rice 
(CPR 12). 

The tailored regulation for petroleum products, which generally preserves the 
December 19, 1950-January 25, 1951, levels, does not set specific dollars-and- 
cents ceilings but provides pricing instructions consistent with the practices of 
the industry. The regulation has been so constructed as to permit the insertion 
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ef dollars-and-cents ceilings as they are developed for particular items and 
localities (CPR 17). 

(3) Price increases.—In other cases, OPS has determined that cost increases 
for the producers were so substantial as to require an increase in prices above 
those provided by the GCPR. Perhaps the most notable of these are the regula- 
tions dealing with soft coal (CPR 3) and anthracite (CPR 4). These producers 
were faced with a very substantial wage increase, negotiated in late January 
before the wage freeze announced January 26, which could not be absorbed by 
the industry, especially since many small sellers operate on narrow margins. 

Similarly, in the case of carpets, where cost Increases in the imported raw 
materials were unusually steep, a price increase was permitted (Supplementary 
Regulation 11 to GCPR). 

Recently the Economie Stabilization Administrator has laid down an earnings 
standard to be used in judging requests for industry-wide price increase, once 
the interim phase of readjustment from the GCPR is completed. This standard 
will permit general increases only to the extent necessary to allow an industry 
to earn, before taxes, profits equal to 85 percent of those in the best 3 of the 
4 years, 1°46 to 1949, inclusive. Only exceptional reasons of public policy will 
justify increases beyond this level. The Office of Price Stabilization is preparing 
nu more detailed interpretation of this standard, as well as a clarification of the 
necessary exceptions, among which are increases required for supply reasons. 

(4) Production.—Maintenance of maximum defense production is one of the 
fundamental standards considered by OPS. By setting ceilings realistically in 
relation both to costs and to prices of other commodities, the OPS removes any 
impediments to maximum defense production. 

In the case of one vital commodity, tungsten concentrates (CPR 19), at the 
request of the agency responsible for production we set a ceiling not only on the 
basis of costs of current production but at a level which was considered necessary 
to encourage extensive exploitations of low-grade ores and compensate for the 
increase in costs entailed in the required additional investments. 


Other regulations for manufacturers 


We have already discussed CPR 22, the general manufacturers’ regulation, 
which is basically an interim regulation. A number of other regulations are 
following this—virtually companion regulations to CPR 22. They will provide 
somewhat more tailored methods of taking commodities out of the GCPR. They 
apply the basie formula and conception of the general manufacturers’ regulation, 
pre-Korea prices plus labor and materials cost increases. But they are geared 
to the special problems and practices of the industries concerned. 

The most extensive of these is the machinery regulation (CPR 30), announced 
May 4. It is applicable to prime movers; farm equipment; insulated wire and 
cable; forgings, stampings, and screw machine products; and other specified 
types of machinery, equipment, and subassemblies. These commodities have 
similarities in marketing practices and production problems. To some extent 
the machinery regulation will also be supplanted by other regulations making 
further refinamente ° 

Regulations for woolen yarns and fabrics, cotton textiles, apparel, and shoes 
are also in process of issuance. They will provide more specific and definition 
instructions, in the light of industry practices, for determining pre-Korea 
prices and measuring subsequent cost increases. 

The refinement of OPR 22 ceilings will take place not only through entirely new 
regulations, but also through supplementary regulations. These will continue 
in effect most of the provisions of CPR 22 but make special adiustments to caver 
specific industry problems. 

Upholstered furniture is an example. A supplementary regulation will perrait 
furniture and bedding manufacturers to use the industry’s standard “cover 
grade charts” for pricing upbholstered products. The ceilings will be calculated 
in muslin, and the cover grade charts will provide the differential for various 
upholstering materials. 


The wholesale level 


Some of the tailored regulations which have been issued covers the wholesale 
as well as the manufacturing and retail levels. Examples are to be found in 
the regulation for dry groceries (CPR 14), beef (CPR 24), and petroleum products 
(CPR 17). 

There is also under consideration a general wholesale amendment to the 
GCPR. This is necessary not only to provide for problems raised by the GCPR 
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freeze, but also to take account of the new price changes required by the general 
manufacturers’ regulation. However, a general wholesalers’ regulation is not a 
final answer to the problems in this field, especially in view of the eomplexity of 
types and function of wholesalers. In this field, as in others, we plan to move 
increasingly to tailored regulations. 


The retail level 


The retail trades have of course been a major concern of OPS since the freeze. 
There are nearly two million retail sellers. The range of products is enormous. 
There is paramount need for sound and simple pricing rules which reflect a fair 
pricing method, eliminate inequities and squeezes, and are easy to administer 
and enforce. 

The OPS retail regulations vary in form and mechanics. The differences reflect 
our best judgment as to what is practicable for the different kind of retail trade. 
But the common objective of the retail regulation has been to restore normal 
margins to the extent practicable. 

For example, the “pricing chart” method of the general merchandise regulation 
(CPR 7), and the specific percentage margins in the food regulations (CPR 15, 
16) represent very different price control techniques. But these reflect the 
differences in the types of sellers and trades. The Office of Price Stabilization 
will study earnings actually realized under both these broad regulations and 
compare them with base period experience to determine whether these regulations 
are sound and fair or should be adjusted. 

Restaurants have been the subject of a new type of regulation. They are held 
to their pre-Korea margins, expressed in terms of “food cost per dollar of sales,” 
the pricing method which is used and understood in this industry. This ap 
proach was necessary because of lack of firm control over many food costs. This 
is a gross-margin regulation. Although there is no ceiling price on any particular 
meal, the restaurant must be in compliance at the end of each 4-month period as 
to its gross margin. 

This aproach, if it proves full practicable, offers advantages in the way of 
flexibility for the businessman to meet changing conditions. It raises certain 
obvious problems of administration and enforcement, however. This type of 
retail price control was not used by OPA, and its possibilities remain to be studied 
and considered. 

For other types of retailers, the regulations have provided still other ap 
proaches. Retail coal dealers remain under the GCPR but may increase prices 
by the dollars-and-cents amount of the increase permitted in mine prices (Sup- 
plementary Regulation 2 to GCPR). Filling stations have been given a free- 
formula regulation, but have been permitted to obtain a minimum margin of 4 
cents a gallon in order to relieve squeezes caused by price wars in some localities 
in the base period (CPR 13). 

In all cases, a practicable method was sought to avoid the problems of the 
freeze and yet keep retail prices stabilized with pre-Korea margins as the ultimate 
standard. We have improved the method of price control as compared with 
GCPR for an impressive number of retail sellers. Based on 1948 census data, 
the number of these retailers is estimated aproximately as follows: 


Generar merce Scores... ee wy yeer ee 270, 000 
Teen e en nn nn nn nn nen neces ene ee an ee tn . 509, COO 
Bg ag ll la SR al il ISO a ape en een 350, 000 
Gasoline service stations z Z 180, 000 


Nene ee Tee ne ne ne nn nn eee ne eo ewenccnaeee ee 20, 000 


1, 320, 000 


Hardships and adjustments 


(1) Individual adjustments.—Since January 26. 1951, there have been many 
requests for individual adjustments of GCPR prices an’ relief from distortions 
and inequities. Basically, the OPS has taken the position that inequities and 
squeezes could be most effectively rel‘eved by concentrating on general regula- 
tions. For example, the 4-cent margin allowed to fill'ng stations frezen with 
stueezed margins in the base period removed a large area of hardship cases 
(CPR 13.) 

The adjustment applications have been most urgent at the manufacturer and 
wholesaler level. The general manufacturers’ regulation (CPR 22), and the 
wholesalers’ regulation soon to be issued, will take care of most of those prob- 
lems. 
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In addition, OPS has opened a procedure under CPR 22 and also for manufac- 
turers left undey the GCPR, whereby any seller can obtain an adjustment order 
if he shows that the ceilings are requiring loss operation. 

Some of the tailored regulations have contained provisions for individual ad- 
justments, e. g., in the petroleum regulation (CPR 17), because of depressed base 
period prices, or for reasons of essential supply. 

As further problems requiring individual adjustments are encountered, further 
provisions will be made. 

(2) Military contracts and subcontracts—An jmportant class of individual 
adjustments was provided by Supplementary Regulation 1 to the GCPR (Feb- 
ruary 1, 1951). That regulation, which provided for exemption of strictly mili- 
tary items, also established a procedure for individual adjustments for persons 
in a hardship situation whose supply is needed by the Armed Forces, either on a 
prime contract or subcontract. Approximately 20 applications had been received 
as of the end of April 1951, All but a handful arrived in the last 2 weeks. 
Some adjustments have been granted or decided upon; the others are under 
consideration. 

(3) Crop disasters.—Section 452 (d) provides for adjustments of ceilings on 
agricultural commodities in case of substantial reductions of crop yields and 
hazards in agricultural production. Pursuant to this provision, the OPS granted 
an emergency increase for Texas citrus damaged by freezing last wirtter. 
(GCPR, Sup. Reg. 9.) 

ERremptions 


A number of orders issued by OPS have granted exemptions, based typically 
upon the extreme administrative impracticability of price control coupled with 
the fact that the item is insignificant in the cost of living. Such exemptions or 
suspensions have been granted in the case of flowers; experimental chemicals ; 
fees of summer camps ; blind-made goods sold by nonprofit agencies for the blind; 
merchandise with the brand of the Girl Scouts and Boy Scouts and Future 
Farmers of America, ete. 

Administrative problems 


In developing the extensive body of regulations here discussed, the Office of 
Price Stabilization had to overcome severe handicaps. We were faced with the 
task of creating, almost overnight, a large organization within the limitations 
existing at the moment—limitations of time, staff, space and other facilities, 
From 150 people in the middle of January, we have grown to 5,400, of whom 
two-thirds are now in our field offices to provide on-the-spot service. We had to 
recruit business specialists, attorneys, economists, staisticians, accouniants, en- 
forcement agents, information specialists, and management personnel. The re- 
cruitment of so large and varied a staff in an atmosphere of utmost urgency 
necessarily involves a percentage of error. We feel that this percentage has 
been remarkably small. 

While we were building this organization we could not halt our operations. 
There had to be consultations with our Industry Advisory Committees, which 
will eventually number 600 to 700. 

There had to be gathering of facts and figures, and continuous attempts to 
develop efficient regulatory techniques adapted to the varying pattern of trade 
practices and business structures. There had to be consultation with other Gov- 
ernment departments and staff discussions of every proposed action. All these 
are time consuming but necessary. No business takes any broad action or in- 
stitutes a new program without preliminary surveys, planning, studies, and 
an effort to envisage results of every proposed step. In the development of our 
program much the same approach was necessary. It invoived time, but we be- 
lieve that it resulted in sound action and a stable program. 

The rapid progress of our program has been aided in very great measure by 
the fact that we had the benefit of the experience of our wartime predecessors. 
We can select tools and techniques that the Office of Price Administration found 
strong and workable, some of them after much trial and error. We can keep 
away from the approaches and methods which failed to meet with aeceptance 
or success. But in a number of measures, such as the general manufacturers’ 
regulation, we have devised new approaches to meet the new problems of today. 


CHAPTER III. NEED FOR EXTENSION OF STABILIZATION AUTHORITY 


As the Director of Defense Mobilization has repeatedly stated, we may hope 
that in 2 years our economy can expand to the point at which it can deliver the 
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goods required for defense against aggression and at the same time supply the 
normal demands of the civilian consumer. However, even an economy as vig- 
orous and resilient as ours cannot be expected to accomplish this major job in 
less than 2 years. 

The next 2 years, therefore, will be in many ways the most critical in our entire 
history. If we are to carry through our defense program and keep the United 
States and the free world safe against aggression, we cannot permit our energies 
to be diverted or our resources to be squandered by disruptive inflation. Nor 
can we expect the peril of inflation to end before these 2 years are up. We have 
won the first skirmish at the cost of considerable inflation and an even more 
serious struggle lies ahead. We shall need all the powers of the present act 
during the entire length of the struggle. 


Promotes planning and production 


There are many technical reasons why a 2-year extension is needed. The 
price-control mechanism which we have established—and are developing and 
improving—is a highly complex machine. Preparing and administering fair 
and equitable controls for the huge and diverse American economy is not a simple 
task and cannot be handled by improvisation. Price control cannot be turned 
on and off with every change in market sentiment or in the international situa- 
tion without very serious damage to that economy and to our defense program. 

If the act is extended for 2 years, business can plan more intelligently. The 
assurance that price controls will continue over such a period will eliminate the 
speculative incentive for inventory accumulation by business and scare buying 
by the public generally. If, on the other hand, the life of price controls is uncer- 
tain, compliance will be difficult to obtain, goods will be held off the market, and 
production will be retarded. if confidence in the value of the dollar is not effec- 
tively maintained, savings will fall off and savings-bond redemptions will in- 
crease, There will be a new and more serious buying rush—more serious because 
it will occur at a time when less consumer goods will be available. 


Rising inflationary pressures 


At present, the defense program requires only about 8 percent of our total 
national output. By the end of 1951, it is expected to absorb 15 percent and a 
year from now it will take nearly 20 percent. This production effort will gen- 
erate goods and will generate income. So will the construction of new facilities. 
But the balance between civilian income and goods for civilian consumption will 
be destroyed as we divert an increasing proportion of our national output to 
military use. The goods and services that agriculture and industry produce 
will be confronted with an increased income in the hands of the people who are 
constantly in search of a better standard of living, to which all Americans feel 
entitled. If they spend the additional income while the supply of goods is lim- 
ited, they will not get a better standard of living but will merely bid up prices. 
Certainly, if the American public must defer its legitimate ambitions, we must 
give it assurance that it will not be penalized by inflation. We must provide 
reasonable stability of prices until the day when our productive capacity has 
been expanded to supply our complete needs. 

The defense program itself also would be impaired if we failed to keep the 
price level stable. The money appropriated by Congress to buy six tanks might 
buy only four. The Quartermaster would get fewer boots and blankets than 
Congress wanted him to have ready in stock. Indeed, the services already have 
been forced to ask for supplementary appropriations to make up for price in- 
creases since Korea. With the most substantial part of our defense program 
still ahead, the threat of inflation remains acute. 


Limitations of indirect controls 


It has often been said that price control cannot prevent inflation because it 
deals only with its symptoms, not with its root causes. To prevent inflation, 
we are told, we have to attack the root causes—to pay as we go and to restrict 
credit so as to balance demand with the volume of goods that our economy can 
supply. 

We, at the Office of Price Stabilization, are keenly aware that we cannot long 
continue to hold any price line unless fiscal and monetary policies are used to 
curb inflation, to attack it at its roots. But we must disagree with that small 
minority which argues that we would not need price control at all if only we 
employed fiscal and monetary controls with enough ruthlessness and energy. 
Such a theory does not square with the hard facts of a defense economy. Ina 
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period like the present, fiscal and monetary controls alone, without the support of 
price ceilings, cannot prevent inflation—just as price ceilings cannot do that 
job without the support of appropriate fiscal and monetary policies. The basic 
reason is that production cannot be efficiently guided by price and profit in- 
centives when a large part of our economic resources is needed for defense. 
These consequences are bound to arise: 

(1) Taxes and credit controls, used with enough ruthlessness, may cut total 
consumer and business demand to match available civilian supply. But the 
defense program requires disproportionate amounts of certain kinds of materials, 
industrial facilities, and labor skills. It not only reduces total civilian sup- 
ply—it sharply changes its composition. If you leave price adjustments to the 
free play of markets, while keeping only total demand in line with total supply 
by taxes and credit controls, you do force down the prices of luxuries and goods 
that are not utterly essential. But you also force up the prices of materials, 
facilities, and skills required for defense and essential civilian needs. The pros- 
pect that these scarce goods will inevitably rise in price establishes irrisistible 
incentives to hoard them and invites profiteering. You must then allocate and 
ration every last essential item and vigorously enforce your rationing scheme 
against the sharpest pressure of self-interest which your price policy has created, 
This kind of enforcement would require an interference with our free system 
much more serious than price control. 

(2) Price stabilization attempts to maintain prices in approximately that 
relationship to each other which free markets had worked out before they were 
exposed to the severe strain of the Korean War and the defense program. Fis- 
cal and credit controls can aim only at maintaining an average price level, while 
permitting very substantial shifts in price relations. Neither consumers nor 
business people all buy the same selection of goods and services. An unchanged 
average level may mean a much, higher level of cost for some of them and these 
will rightly demand higher prices and wages. As their sales prices and,wages 
increase, others experience a rise in costs and a new spiral would be set off. If 
you wanted to stop that spiraling process by credit controls and tax increases 
without price and wage controls, you would have to tighten the screws so hard 
that you would risk a wave of business failures and unemployment. 

(3) A pay-as-you-go program would take enough taxes out of current income 
to offset defense expenditures. But that is not neough to stop inflation. You 
must also offset the cut in consumers’ supply due to necessary expansion of. our 
industrial plant and equipment. Perhaps that cut could be balanced by savings. 
But without the assurance of price stabilization, this is not likely to occur. On 
the contrary, our people hold billions of “liquid assets’”—money they have saved 
in the past—which they can and will spend if they become convinced that prices 
will go up. That is what happened last summer and again last winter before 
the defense program was making any real demnds on the economy. It could 
hppen again and, with the defense program narrowing our base of supply, we 
could not regain stability as we have during the last 3 months when goods of 
all kinds were still in ample supply. The American people must be willing not 
only to retain their past savings but to add to them a larger proportion of their 
income this year and next than they did last year. They will do this only if 
they are reasonably confident that a dollar saved now will not be worth much 
less in the future. Would they retain that confidence if the price stabilization 
program were weakened at the very moment the defense program gets into 
higher gear? 

(4) Finally, sufficiently drastic monetary and fiscal controls are not yet at 
hand. Nor is there clear prospect when they will be. Even if we knew precisely 
how strong a dose of fiscal and monetary medicine were needed (and who is 
the expert who has dared to say?), such controls need time for their effects to 
be felt. They would not work fast enough if another wave of panic buying 
should occur on top of the genuine scarcities which our expanding defense pro- 
gram will shortly create. Taxes and credit controls rigorous enough to bring 
further inflation to a halt might then have to be so drastic that they would 
seriously interfere with incentives to work and to take necessary risks. They 
would foce many smaller businesses to the wall. 

It is our conclusion that a defenSe economy without price ceilings would help 
the strong and hurt the weak. It would cause serious inequities to business and 
severe hardships to millions of our people. It would threaten to destroy the 
very basis of our defense effort. Controls may be an unwelcome interference 
with ouy traditional system of doing business. But they can be removed when 
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the expansion of our productive facilities makes them unnecessary. If we fail 
to remove them when they are no longer needed, the Congress always has the 
power to do so. But if the Congress should now loosen controls, it may not 
be within its power to recapture the ground that may be lost. We urge the ex- 
tension of stabilization authority in the Defense Production Act for 2 years. 


CHAPTER IV. PROPOSED AMENDMENTS 


Differential subsidy 


The amendment, to section 303 (a) of the Defense Production Act permitting 
some further limited domestic subsidies is of basic importance. That type of 
program makes unnecessary the wasteful practice of raising the general level 
of prices and paying more money to all producers in order that maximum produc- 
tion may be maintained. The use of a differential type of subsidy saves the 
Government and the public much more than the original outlay. During World 
War II in the case of copper alone, a subsidy of 5 cents a pound for high-cost 
production enabled the Government to maintain the general price at 12 cents 
per pound. Not only was high-cost copper production maintained, but there 
was a saving of 280 million dollars through an expenditure of only 10 million 
dollars. 

At the present time we have authority to employ a differential type of sub- 
sidy only for critical and strategic minerals and metals. We believe that this 
should be extended to cover other types of materials including agricultural com- 
modities. During the war years this type of subsidy was used effectively in 
several instances (e. g., nonprocessing meat slaughterers, flour millers). In all 
probability the grant of authority to use this type of subsidy in the present 
program would be likewise effective for stabilization purposes. 


Purchase and resale programs 


Congress has already recognized the value of and provided in section 303 (a) 
authority for the operation of purchase and resale subsidy programs in con- 
nection with strategic imported raw materials. In a period of rising prices on 
the world market, it is important that the Government be in a position to buy 
needed quantities of strategic foreign materials and resell them, at a loss if 
necessary, in order to avoid the need for raising the entire domestic price level. 
In such cases, where domestic prices are already adequate and reasonable, every 
subsidy dollar will return savings equivalent to several times the original 
investment. 

These considerations are equally applicable to strategic foreign agricultural 
commodities. The proposed amendment would merely extend the authority 
already contained in the act with respect to raw materials so as to include for- 
eign agricultural commodities and to allow their resale in the general markets, 
and not merely for industrial purposes as the act now provides. In order to 
maintain supply and at the same time preserve price stability here, it is essential 
that the President should be granted authority to purchase certain essential 
agricultural commodities in world markets and resell them in this country 
at prevailing domestic prices. 

Parity proposal—seotion 402 (D) (3) 

The suggested amendment concerning the parity provisions of section 402 does 
not propose a fundamental revision of this provision, but rather a limited change 
to simplify the administration of price ceilings based upon parity. 

The effect of the present parity provision is uncertain and changeable. If we 
establish a ceiling price on an agricultural commodity that reaches parity, we 
never know how long the ceiling can be held. It may have to be raised in a 
couple of months, or indeed the very next month. That puts a most difficult 
burden on price administration and undercuts the entire objective of price 
stability. Moreover, so shifting a price-control program encourages the with- 
holding of commodities while sellers speculate about the possibility, extent, and 
timing of a hike in parity prices. 

The only alternative is for the OPS to estimate how high parity might go 
within the next 6 or 12 months and to place ceilings at this level. That would 
mean setting ceilings at “parity plus” instead of “parity”; would require in effect 
a reserve for parity contingencies, and these contingencies may not arise or 
develop in fact. It would help lift parity by its own bootstraps, since the prices 
farmers pay depend in substantial part upon the prices other farmers charge. 
These are serious and unnecessary limitations on price stabilization caused by 
the existing parity provisions of the Defense Production Act of 1950. 
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The proposed amendment would allow us to employ the parity price effective 
at the beginning of a marketing season for price ceilings prevailing during that 
entire marketing season. It also provides that if the marketing year began be- 
fore June 1, 1951, the applicable parity price should be the one published by the 
Secretary of Agriculture in May 1951. This proposal will not freeze the cur- 
rent level of prices for any commodity below parity. If it is below parity it may 
rise to parity before any ceiling can be imposed. The proposal will not have 
any effect whatever upon the computation of parity prices. 

The proposal, without making any fundamental change, would facilitate ad- 
ministration and promote stability. As we understand it, it is for precisely the 
same reason that the support price programs administered by the Department 
of Agriculture employ the parity price announced at the beginning of the market- 
ing season. 


Common carriers and public utilities—section 402 (e) (v) 


Control of companies otherwise unregulated.—Congress enacted section 402 
(e) (Vv) so as‘to exempt from Federal price control those utilities whose rates 
were already regulated by local, State, or other Federal authorities. But the 
wording of the subsection is so broad that it also exempts the rates of those 
utilities which are not subject to regulation by any local, State, or Federal body. 

Contrary to popular notion, a large area of carrier and utility rates is not 
now regulated by any public body. For example, in most States the rates of 
trucks hauling agricultural commodities are not reguitaed. Leaving these un- 
regulated widens the spread between farmer and consumer. Truck rates gen- 
erally are not regulated in 3 States, electric utility rates are not regulated in 6 
States, gas company rates in 6, telephone company rates in 3 States, and water 
company rates in 7. Only 12 States regulate the rates of publicly owned electric 
utilities, and only 9 those of cooperatively owned ones. And there are many other 
broad exceptions to rate regulation of utilities. 

Congress intended to exempt the rates of carriers and utilities whose rates 
are already subject to regulation by regulatory commissions. The proposed 
amendment would continue this exemption. 

But Congress did not intend to exempt rates otherwise unregulated. The 
proposal would effectuate the objectives of Congress by applying Federal price 
control to carriers and utilities only where local, State, or other rate regulation 
is not in effect. 

Regulated companies to give notice to OPS of increases.—Where the rates of 
common carriers and public utilities are already regulated, the regulating authori- 
ties shuold have a chance to consider the effect of their actions upon the national 
stabilization program. The proviso clause of section 402 (e) (v) attempted to 
accomplish this by calling for notice to the President before rate increases are 
made and for consent to intervention by the Federal price control agency in the 
proceedings before the regulatory body. However, there was inserted in this 
subsection a limitation so that carriers and utilities are required to give us 
notice only of increases in their charges “for property or services sold * * * 
for resale to the public * * *” No notice is required for an increase of rates 
charged directly to consumers. This sharply limits the notice requirements for 
utilities to wholesale companies, and obliterates it as to common carriers, since 
transportation services are not ordinarily resold to the public. 

In brief, the practical effect of the present provision is to allow increases in 
the vast preponderance of public-utility and common-carrier rates without any 
notice to us, and without effective opportunity for us to present information to 
the regulatory body. We do not want control. We only want the companies to 
give us advance notice of increases so that we have a real opportunity to present 
our views to the State commissions. 

Enforcement 

There is also recommended a group of amendments designed to strengthen 
our enforcement program. 

Sanctions against buyers.—The first empowers the President to prescribe the 
extent to which payments by business firms above price ceilings may be dis- 
allowed by the Government for tax and other purposes. This parallels the 
existing provision regarding violations of wage regulations, It is designed to 
provide an effective sanction against buyers who violate price ceilings. 

The law now empowers us to start criminal or injunction proceedings against 
a business purchaser who is in violation, since he is just as guilty as the seller. 
But experience has proved that such proceedings against buyers are very diffi- 
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cult to prosecute. And, of course, the treble-damage provision, which is effective 
against the seller, has no possible application against the buyer. We, therefore, 
look to this suggested provision. 

The importance to the stabilization program of effective action against violat- 
ing buyers canot be overemphasized. While the seller usually is considered as 
the “gouger” in overceiling transactions, it is very often the buyer who tempts 
the seller into violation by an offer of excesive payment. And they both are 
promoting the breakdown of price controls. 

The sanction proposed by this amendment would bring home to business buyers 
their responsibility by imposing substantial losses for failure to discharge it. 
Buyers would take greater pains to insist upon compliance with OPS regula- 
tions. In the long run that is an important adjunct to effective enforcement. 

For those cases where a buyer cannot practicably determine the legality of the 
prices he is charged, or has no reason to suspect that he is being overcharged, 
the President’s Executive order will undoubtedly protect the buyer against dis- 
allowance of overceiling payments. 

Disallowance of fines, penalties and compromises as tax deductions —Another 
proposed amendment provides that the President may prescribe the extent to 
which fines, penalties, or compromise sums paid as a result of price violations 
may be disallowed for tax and other purposes. Cases arising with respect to OPA 
payments have followed various doctrines. Some precedents disallow all such 
payments; other precedents disallow some but not other payments. The pro- 
posed amendment would clarify the exact status of these penalty or settlement 
payments as tax deductions. The Executive order will protect against injustices. 

Court orders suspending licenses for violations committed after warnings.— 
The proposed amendment to section 409 would grant licensing authority to the 
President. Under this authority duly licensed business firms would be given 
warnings of price violations. If they repeated the violation notwithstanding 
the warning notice, they could suffer suspension of licenses for a period not 
to exceed 12 months. Suspension would be ordered only by the court and the 
remedy appropriate to the facts of the case would be in the hands of the courts. 
The court would consider the seriousness of the violation, the importance of 
the violator’s business to the community, and could fashion an appropriate decree. 

The purpose of this amendment is to provide greater flexibility in our enforce- 
ment operations. Criminal penalties in some cases may be too harsh for initial 
infractions of law. Treble-damage actions or injunctive proceedings are costly 
and frequently inordinately time consuming. But the proposed licensing system 
provides a relatively speedy and inexpensive warning procedure. The warning 
procedure itself, we think, will have a very salutary effect upon the violator, and 
will in the vast majority of cases make it unnecessary for us to go to court either 
for a suspension order or in any other proceeding. 

In 1942 the Senate Banking and Currency Committee, in approving licensing 
provisions substantially similar to those recommended here, pointed out (S. Rept. 
$31, 77th Cong., 2d sess., p. 8) : 

“Nor are criminal prosecutions or injunction suits sufficiently flexible to assure 
substantial justice in the particular case. Licensing, on the other hand, in many 
cases, Will provide * * * the flexibility which is essential to avoid hardship 
to the law-abiding businessman. American experience during the last war shows 
that both compliance and flexibility are attainable goals. That experience arose 
primarily out of the licensing provisions of the Lever Act. Under that statute, 
Mr. Herbert Hoover, as Food Administrator, was given broad licensing power 
which was extensively and effectively used. On the other hand, the Fuel Admin- 
istration did not at first have the powers to license, but it was soon discovered 
that such power was necessary ; the result again was enforcement which, though 
highly effective, caused no hardship to business.” 

The licensing system which is recommended is not designed to punish the 
initial violator. Its purpose rather is to restrain the persistent violator. The 
mere existence of a sanction to suspend a seller's right to sell the commodity for 
a limited period of time would have the greatest deterrent effect on persistent 
violators. This is especially true in the case of a small group of willful men 
who regard financial penalties as merely “taxes” to be paid for a continuing 
unlawful profit. 

Even in the absence of wartime stresses Congress has recognized that licensing 
is necessary in many cases to secure compliance with regulatory legislation. 
Indeed, more than 20 Federal statutes having no relationship to wartime emer- 
gencies contain such provisions. Certainly the same tool should be provided in 
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connection with a program so vitally concerned with the national defense in this 
time of emergency as the price-control program. 

Removing $10,000 limit on triple-damage suits.—The last of the recommended 
amendments dealing with enforcement is the one that would remove the limi- 
tation of treble damages to $10,000. At present there is a glaring inequity as 
between the large and small violator. For example, if a company willfully over- 
charges to the extent of $200,000, it will be liable in a treble-damage action in 
the amount of $210,000, of which $200,000 is the amount of the overcharge. That 
is only a 5-percent penalty. On the other hand,-a violator who overcharges to 
the extent, for example, of $3,000 will be liable for full treble damage, or a total 
sum of $9,000. 

Once an illegal overcharge exceeds $5,000, the penalty shrinks—and the larger 
the crime the more the penalty shrinks. In effect, this limitation tells the big 
black-marketeer, to whom $10,000 means very little indeed, that he need not 
worry much about price ceilings. He is virtually invited to try his luck if the 
“penalty” is only 5 percent—or less—of the money he hopes to make from the 
violation. : 


Conclusion 


The entire stabilization program must be pursued with firmness, with a serious 
resolve, and it must be designed to protect the Nation and its people against 
unconscionable efforts on the part of a few. Accordingly we recommend exten- 
sion of the act and passage of the proposed amendments. In no better way can 
we serve notice to those who would seek to destroy our system of our complete 
resolve to strengthen ourselves both economically and militarily to the day that 
no force will dare threaten our freedom—our peaceful pursuit of happiness. 


EXHIBIT A 
[New York Times, Monday, May 7, 1951] 
Enp oF PANIC BUYING CREDITED TO FREEZE 


BUT DEALERS DIFFER ON LIKELY EFFECT OF NEWER CONTROLS-——-LONG REGULATION IS 
SEEN 


(By Leo Egan) 


Leading merchants and sales executives believe that price stabilization has 
operated with reasonable smoothness since it was instituted last January, and 
that it has accomplished one of its major purposes: putting an end to panic 
and scare buying. 

Opinion is divided as to whether the system will continue to operate smoothly 
as the original freeze is replaced with more detailed and complex regulations to 
permit fluctuations in ceiling prices. But everyone questioned in a study made 
by the New York Times was convinced that political considerations would make 
it impossible to drop price controls for some years to come. 


Original freeze provisions 


The original freeze or ceiling regulations barred manufacturers, wholesalers, 
and retailers from increasing their prices above the highest levels reached in 
the period from December 19, 1950, to January 25, 1951. A few exceptions were 
made, such as agricultural products selling below parity levels, sales to the mili- 
tary services, sales by the Commodity Credit Corporation, a Government agency 
that buys and sells agricultural commodities in furtherance of the Goverment’s 
price-support program ; and all goods and services peculiar to military needs. 

For a large variety of consumer goods, this general freeze is being replaced 
by a series of detailed regulations intended to hold prices down by limiting and 
regulating the amount that can be added to the cost by manufacturers, distribu- 
tors, and retailers to cover their selling expenses and profits. Regulations cov- 
ering the amount of “mark-ups” are known generally as “tailored regulations” 
because in theory at least, they are “tailored” to meet the needs of particular 
trades and businesses. 

One such “tailored regulation” is known as Ceiling Price Regulation No. 7 
(CPR 7, for short) and applies to apparel, household furniture, musical instru- 
ments, radio and television sets, notions, housewares, glassware, jewelry, watches, 
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clocks, and a number of other items. Five separate regulations apply to the 
sale of beef from the packer through the retailer. 

Except for some food items, notably meat, prices for consumer goods have not 
advanced since the original freeze. On the contrary, a large number have shown 
declines since January. A recent analysis by the Federal Reserve Bank of 
retail sales disclosed that many merchants were finding it necessary to resort 
to promotional efforts to keep up their sales volumes. 

One department-store head—who asked that he remain unidentified lest he 
become involved in a controversy—expressed the opinion that the principal factor 
responsible for this situation was the price freeze. He said it put an end to 
scare buying and buying for hoarding, which had disrupted the whole pattern of 
retail and wholesale trade between Christmas and the time the price freeze was 
instituted. 

Once potential buyers became convinced that prices would not advance fur- 
ther, he said, they reduced their purchases of items for which they had no im- 
mediate need. The result was that inventories began to accumulate at the 
wholesale and retail levels. A number of sales in the slower-moving items have 
been announced, some at substantial price reductions. 


Credit control a factor 


Most observers feel that other factors contributed to arresting the rise in prices. 
One of these was Regulation W of the Federal Reserve Board, which governs the 
amount and duration of credit on installment sales. A revision of the order has 
increased the amount of the down payment or shortened the maturity, or both. 

In the case of used cars, for instance, loans now must be repaid within 15 
months, instead of 21. The effect is to increase the amount of monthly install- 
ments by 40 percent, which has had a marked deterrent on many buyers. A 
recent survey by the enforcement staff of the New York region of the Office of 
Price Stabilization, which is charged with administration of the control program, 
showed that only two makes of cars—Chevrolets and Cadillacs—were selling at 
or above the January ceilings for used cars. All other makes of used cars, it was 
found, are selling below ceilings. 

The Federal Reserve Board’s study of retail sales disclosed that sales of home 
furnishings (except for floor coverings), furniture, bedding and major appliances 
were lagging in March. Apparel sales were below expectations. 

A third factor influencing price stability since January has been the volume 
of production of consumer goods. Most surveys indicate that, except for a few 
items, production so far has been little affected by the rearmament program. 
Store inventories in most lines are abnormally high. Government economists and 
business surveys indicate this situation is not likely to continue after the fall, 
when a larger and larger share of industrial facilities is devoted to the manu- 
facture of military items. 


Beef regulations differ 


Regulations governing the sale of beef, which became operative at the packer 
and wholesale level on May 9 and at the retail level on May 14, differ from all 
the other “tailored” regulations heretofore issued by Price Stabilizer Michael V. 
DiSalle in that they attempt a roll-back instead of “‘holding the line.” 

Whether they can be made effective is currently a subject for debate, on the 
one hand, between those concerned with the production and marketing of beef, 
and Government officials on the other. 

Generally, cattle raisers, packers, distributors, wholesalers, and retailers are 
dubious about the workability of the orders and have voiced the opinion that, 
instead of reducing beef prices, they will cause a meat famine and a return of 
the black market. 

Government officials contend the order can reduce prices, pointing out that 
beef is one of the few commodities selling above parity—a price that will en- 
able a farmer to buy with the proceeds from the sale of a given amount of his 
production as much industrial goods as he could in the period 1910-14—and 
emphasizing new controls on slaughterers. 

Dealers in nonfood commodities are watching the beef roll-back with great 
interest. If the Government program succeeds, they feel the public will regard 
price control as a huge success. If it fails, they think the public will regard 
price control as a failure. A spokesman for one group of wholesalers explained: 

“Most people, when they talk of the high cost of living, are actually talking 
about the high price of meat. They forget all about price reductions in other 
articles when they get to the butcher counter.” 
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According to James G. Lyons, regional price stabilizer for the New York-New 
Jersey region, machinery and organization for administering and enforcing 
price stabilization has reached; in a few short months since December, as ad- 
vanced a stage as wartime price control under the now defunct Office of Price 
Administration (OPA) attained in 18 months. 


Some enforcement activity 


While the major effort of administrators so far has been devoted to acquaint- 
ing dealers with the requirements and operation of new regulations, some en- 
forcement has been attempted. In several instances, Mr. Lyons reported, manu- 
facturers in the New York area have conceded violations of the January freeze, 
when discovered by OPS enforcement agents, and have agreed not only to make 
refunds for overcharges but to pay a fine as well. 

He said several instances in which the Office of Price Stabilization believes 
criminal prosecution for ceiling price violations, also has been uncovered. These 
have been referrred to the Department of Justice, which is expected to take 
action shortly. One involves a used-car dealer accused of taking an under-the- 
counter payment in marked bills from an OPS agent in addition to a check for 
the full ceiling price. 

Spokesmen for wholesale and retail merchants said they expected observance 
of OPS ceilings would be general, except for isolated cases, as long as consumer 
goods continued available in the same volume as now. They were not so san- 
guine if shortages developed, making it necessary for dealers to meet over- 
head and operating costs on a reduced volume. 


_ The Cuarrman. We will recess until 10:30 in the morning, execu- 
tive session, with the Secretary of Agriculture, Mr. Brannan. 


(Whereupon, at 4: 45 p. m., the hearing was recessed to 10: 30 a. m., 
of the following day.) 
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WEDNESDAY, MAY 16, 1951 


Unrrep Srares SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 


EXECUTIVE SESSION 


(Cleared for publication by the Committee and the Department 
of Agriculture) 


The committee met, in executive session at 10:30 a. m., in room 
301, Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senators Maybank, Robertson, Douglas, Benton, Moody, 
Capehart, Bricker, Ives, Schoeppel, and Dirksen. 

The CHAIRMAN. The committee will come to order. 

I understand, Senator Schoeppel, you have a statement that you 
asked for from Mr. Brown of the Petroleum Administration of the 
Department of the Interior. 

Senator Scuorrret. That statement has to do with the statement. 
of standards used by the Petroleum Administration for Defense in 
recommending the granting of certificates of accelerated tax amortiza- 
tion to units of the ‘petroleum and gas industry. ‘That is in one state- 
ment. The other statement is the statement of the Petroleum Admin- 
istration for Defense, by way of a summary of their recommendations 
for accelerated amortization. 

I think, Mr. Chairman, these ought to be made a part of the 
record, if possible, as of the time the Secretary was here with the 
heads of his respective departments. 

The CuatrMan. That will be placed in the record following the 
testimony of Secretary Chapman. 

We will now go into executive session. 

(The statement referred to will be found on p. 496.) 

The Cuarman, Mr. Wilson appeared here, Vir. Sasi appeared 
here, and I think there was someone else, and questions were asked 
by members of this committee and by others who were present on 
each occasion, with reference to agricultural and mineral subsidies. 

Senator Doveras. Who are these other gentlemen in the room? 

The CuatrmMan. We will ask the Secretary. 


643 
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STATEMENT OF CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE 


Secretary Brannan. Mr. Oris Wells of the Bureau of Agricultural 
Economics, Mr. Preston Richards of the Dairy Branch, P. and M. A., 
Mr. Joseph Mehl of the Commodity Exchange Administration, the 
Solicitor, Mr. Carroll Hunter, and the Assistant Solicitor, Mr. 
Edward Shulman. 

The Cuatrman. I think it would be better for just the Senators 
to be in here, so if you gentlemen do not mind stepping outside—— 

Senator Doueias. We are going to get into issues which may in- 
volve a question of leaking information and I think we should be very 
scrupulous about this. 

The Cuarrman. That is what I mean, if something does leak—I see, 
these gentlemen are with you? Mr. Hale of the Department of Com- 
merce is cleared and he was here all during the hearings the other 
day. 

Senator Doveras. And the other two gentlemen? 

Secretary Brannan. The Solicitor and the Assistant Solicitor of 
the Department of Agriculture. 

Senator Doveias. And you vouch for all these men ? 

Secretary Brannan. I will vouch for all of these men, including 
Mr. Hale who belongs to the Commerce Department. 

The Cuarrman. The thought came to us when we asked these ques- 
tions—well, Mr. Wilson said it would boost the market up on these 
commodiites and there would be a rise, and the committee, as I under- 
stood, believed that we did not want to pass a law on minerals sub- 
sidies, which Mr. Chapman spoke about. I think the committee 
pretty well understands what they are, because there would be no ma- 
terial difference in the agricultural subsidies. Some people thought 
they might use agricultural subsidies. I will just mention perhaps 
meat, or something of that kind, Argentine beef, Brazilian cotton, or 
something else. The committee wanted to know what was going to 
be done about it. 

So, Mr. Secretary, if you would be good enough to tell us—and we 
will keep it off the record—just what your judgment as Secretary of 
Agriculture is toward the subsidy program, as to what things may be 
subsidized and approximately how much money it is going to cost, as 
to what commodities we paid subsidies on in the last war. Tell us 
very frankly, as you usually do, if that is what you are going to do 
and that is all you are going to do. 

Secretary Brannan. Mr. Chairman, I shall be very happy to ad- 
dress myself immediately to that question. 

The Cuarrman. If you will, and then we can have the open meeting. 

Secretary Brannan. To the best of my knowledge there is no dis- 
cussion of a foreign purchase subsidy or the purchase of foreign 
agricultural commodities for resale in this country in a lesser figure 
than the world market, except in perhaps the case of coffee. There 
has been some discussion on that, when coffee was excessively high 

riced. 

If there are other commodities under consideration they have cer- 
tainly not been brought to our attention, and I do not think, from my 
general knowledge of the supply situation, that such exists. 
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I might point out to the committee that during World War II we 
purchased corn outside of the United States and imported it, and the 
total subsidy paid on it was about $2,100,000. We purchased cocoa 
beans babel of the country and sold them for a lesser figure and 
the amount involved was about $100,000. We purchased some green 
coffee outside of the United States and brought it in, and the resale 
loss on the transaction amounted to about $7,200,000. 

We purchased some sugar outside of the United States and brought 
it in at a lesser figure, I think primarily for industrial uses, and I do 
not have the figure on what differentials there were actually, or the 
losses, because, as I say, I think it went into industrial uses. 

There was some sugar bought outside of the country for resale to 
the usual consumers and on that, during World War II, there was a 
differential of around $115,000,000 absorbed by the Government. 

Senator Dirksen. How much was that, Mr. Secretary ? 

Secretary Brannan. $115,000,000, Senator Dirksen. 

I point out, that as I understand the proposal, it is not a general 
subsidy propos&l, but only to cover, first, the import situation and, 
second, the differentials in processor costs. 

The Cuartrman. In other words, you are going to pay the subsidies 
not only to the importer but also to the processor ¢ 

Secretary Brannan. Yes, sir. 

The Cuarrman. Then the processor is going to get subsidies ? 

Secretary Brannan. There is one type of situation in which subsidy 
might be called for. I cannot recall the statute exactly, but it simply 
says—that is, the proposed legislation simply says, where it is neces- 
sary to keep a processor in business who would otherwise go out of 
business, but whose operations are necessary to the emergency effort, 
that some type of assistance, calling it subsidy, I suppose, could be 
paid. 

We did that during World War IT in the cases in which feed was 
short in the eastern part of the country for dairy animals. The Gov- 
ernment bought some feed, paid the transportation charges, and made 
it available through the normal channels of trade on the eastern sea- 
board to maintain the level of dairy production which, of course, was 
most critical at that period of time. We are very interested in the 
feed situation now. . 

The Cuatrman. Is dairy feed critical now? 

Secretary Brannan. No, I say, we are very concerned to see that 
it does not become critical now. The dairy production has been keep- 
ing up well, and I suppose some of you observed that not so long ago, 
in order to insure supplies, we actually raised the support price a little 
on milk commodities so that there would be a ratio between beef and 
dairy animals with respect to the available feeds which would keep 
the dairymen in business. 

Senator Dirksen. Mr. Secretary, let us finish that list you started, 
the outside purchases for resale below cost. 

Secretary Brannan. I finished the list, as far as I know, Senator 
Dirksen. 

Senator Dirxsen. What about fibers? 

Secretary Brannan. I don’t remember that fibers were brought in. 
I remember cotton was in very substantial supply during World War 
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If and I do not think we brought any in. We did bring some in, of the 
long-staple variety, which we substituted for silk. 

The Cuarmman. You do that now. 

Secretary Brannan. We are doing that now, but not under this 
aw. 

Senator Dirksen. I am speaking about your experiences before. 

Secretary Brannan. They were brought in under the normal laws, 
and I do not remember that any subsidy was paid on cordage fibers, 
but if there was I do not think the Department or the Commodity 
Credit Corporation did. 

Senator Dirksen. What about hides? 

Secretary Brannan. Hides again were in pretty adequate supply 
until toward the end of the war. 

Senator Dirksen. What about wool? 

Secretary Brannan. Wool was purchased in the normal channels of 
world trade, but as you recall our stocks were fairly high as we went 
into the last war, as they were of the cotton fibers, and as a matter of 
fact, the world ended up at the end of World War IT with the greatest 
stocks of wool in all history, something like 5 billion pounds in British 
and United States possessions. 

Senator Dirksen. So that exhausts pretty well the lists of those 
things you bought on the outside for resale? 

Secretary Brannan. Of agricultural commodities. Now, tin and 
the other things I am not at all familiar with. 

Senator Dirksen. I was thinking only of fibers. 

Senator Cargeuart. Has this stock of wool been exhausted ? 

Secretary Brannan. Oh, certainly, Senator. 

Senator Carenart. Why, on account of the big production and big 
demand ? 

Secretary Brannan. Because of the tremendous purchasing power 
all over the world. 

Senator Carenart. Has there likewise been a drop in production? 

Secretary Brannan. There has been a decrease in United States 
production until this year. This is the first year in 11 that the pro- 
duction of sheep and wool is on the upgrade again. It is not an 
appreciable upgrade, but as you are familiar, in peacetime the United 
States only supplied about one-third of its wool requirements any- 
how. We have always bought a great deal of our wool from Australia 
and New Zealand and other offshore sources. We took a very sub- 
stantial part of this great world supply of wool, but so did France, 
Great Britain, and other parts of the world because there was an 
increase in purchasing power for woolen goods. 

Senator Dirksen. What about the special treatment of milk in this 
pending bill? 

Secretary Brannan. Senator Dirksen, may I be clear as to what 
I think you mean: There is the recommendation in the legislation 
before the committee to amend the language now in the bill with 
relationship to the application of ceilings to milk. The essence of 
the proposal is simply that we clarify the law. The proposal which 
we have made here amounts to an expression in workable terms of 
what I think the law intended in the first instance. So much for 
that. 

From the standpoint of the subsidy, there is no subsidy involved in 
milk, sir. As of the present time I do not see the need for and I am 
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hoping we will not see the need for the use of subsidies in milk 
production. If there is a short corn crop we will have all kinds of 
trouble. 

Senator Dirksen. What was the aggregate of this subsidy that you 
paid on milk? 

Secretary BRANNAN. During the last war? 

Senator Dirksen. Yes. 

Secretary Brannan. May I preface it by saying that there is no 
such authority sought today, or in any if this legislation, but it ran 
over a billion dollars, if I remember correctly. 

Senator Dirksen. But the President did indie: ate, you see, in his 
message, at some future time he might ask for author ity for the use 
of subsidies generally. 

Senator Benton. Is this a billion on milk during the war? 

Secretary Brannan. That was during World War II, when, as a 
matter of fact, feed supplies were short and we were in very serious 
need of milk in this country. 

Just to go on and complete the record, there was over a billion 
dollars spent on meat. That is what we would term a consumers 
subsidy on meat, but there is no authority sought in this bill for a like 
operation. 

The Cuairman. No consumers subsidy at all. 

Secretary BRANNAN. It is an indirect benefit to consumers, certainly, 
Senator. 

The Cuairman. Of course it is, but it is an import subsidy to the 
importers or processors, is that right 

Secretary Brannan. That is the first part. The second part is 
processors subsidy, a domestic subsidy. 

The Cuatrman. That is what I said, processors and importers. 

Secretary Brannan. Yes; and it would arise in a dislocation of 
feed supply. It could arise in the inability of a canner of a particular 
commodity to get the commodity canned at a price at which he could 
dispose of it at the market or under the ceiling because of change in 
labor costs or short supply in the area and the need for getting the 
job done immediately because it is a perishable commodity. 

The third area would be—excuse me, sir. 

Senator Dirksen. I was going to say—and this may seem personal 
and you can answer or not—but has the President discussed with you 
recently, prior to sending that message, the likelihood or possibility 
of subsidies some time in the near future? 

Secretary Brannan. Well, Senator, at one time or another of course 
I have talked to the President about subsidies. I cannot recall that 
he called me and said anything about it, but I think it has been gen- 
erally discussed a number of times. 

Senator Dirxsen. A general discussion ? 

Secretary BRANNAN. Yes. 

Senator Dirksen. The point is to find out whether or not there 
was some serious discussion on the likelihood of requesting the legis- 
lation that he referred to and requesting it at an early date. 

Secretary Brannan. There was not. 

Senator Capenart. What import items do you feel you might sub- 
sidize, say, within the next 6 months? 
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_ Secretary Brannan. Coffee was the answer I gave before, and still 
is. 

Senator Capenart. Just one item, coffee? 

Secretary Brannan. That is the only one I know, and no active 
interest in that. 

Senator Rozerrson. I was going to ask about Argentine beef. Is 
there any plan under this to relieve the beef shortage with beef from 
the Argentine? + 

Secretary Brannan. No, sir. Certainly, Senator Robertson, if the 
other portions of the law not concerned here were amenable to per- 
~~ the admission of beef from the Argentine, you would not need any 
subsidy. 

Bengice Carenart. Do you consider there is a shortage of meat? 

Secretary Brannan. Well, there is a differential between the de- 
mand for meat and the supplies of meat on the market today. 

Senator Capenart. Is there a shortage? 

Secretary Brannan. Let me answer it this way: Last year we ate 
145 pounds of meat per capita in this country. We will eat 148 
pounds, approximately, this year, according to our estimate, there- 
fore, I do not know whether you can say there is a shortage. If it is 
essential to the health of the American people that they eat 200 pounds 
of meat, then there is a shortage. 

Senator Capenart. Is there a shortage on the basis of 148 pounds? 

Secretary Brannan. No, of course not. That is what we will 
supply. 

Senator Carenart. Is there a shortage on the basis of 150? 

Secretary Brannan. Two pounds. 

Senator Doveias. May I say the term “shortage” is not an absolute 
term but is a relative term, always. 

Secretary Brannan. Thank you, sir: That is the point I was 
trying to make. 

Senator Carenart. Is 148 pounds the greatest amount we have 
ever eaten here ? 

Secretary Brannan. No, sir; we ate 155 pounds in World War II or 
in 1947, when meat was at the highest price in our history, but when 
we did not have anything else on the market to spend dollars for. 
There was not an automobile, there was not a piece of hard goods 
anywhere to be bought, and there was also a tremendous liquidation of 
livestock because of the short corn crop. 

Senator Benton. If beef cost half of what it now costs it is fair to 
say there would be a tremendous shortage. 

Secretary Brannan. Relatively, yes. 

Senator Benton. I just say that to show it is a relative question. 

Senator Carenart. If it cost half of what it does at the moment 
there would be a shortage because people would eat more, but there is 
no available record to prove that, is there? 

Secretary Brannan. I am not sure, but there are available records, 
very adequate records on this whole subject. If I can get the point 
clear perhaps we can supply the information. 

Senator Doveias. My good friend from Indiana is a sufficiently 
good businessman to know that at a lower price more will be demanded 
and at a higher price less will be dedianded: 
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Senator Carenart. You cannot prove that. Take when meat 
was selling at the lowest possible price back in 1932, they did not 
consume any more. 

Secretary Brannan. The answer was there was no purchasing 
power, nobody had any money in their pockets. 

Senator Carenart. And if beef sold for half of what it does today, 
they again would have no purchasing power, otherwise meat would 
not sell for half. 

The Cuarrman, I think we had better ask questions in executive 
session and get through so the others can come in here. Are there 
any other questions in executive session ? 

Senator Doveras. Mr. Brannan, I can understand the reason for 
subsidies in the case of metals such as copper where we want to bring 
in production from the Upper Michigan mines. If they are to be 
brought into production under the ordimary price system, in order to 
get the 5-percent increase in production you would have to raise 
prices from 5 to 10 cents a pound. That would give a big profit 
differential to the Arizona and Montana mines. 

So, instead of that, we have used subsidies for the high cost pro- 
ducers only. But in the case of copper, the subsidy would probably 
be paid to only one company, the company which owns the Michigan 
mines. It would be relatively simple to administer. 

But if you start paying subsidies to domestic farmers, for instance, 
if you try to expand the production of wheat through a subsidy sys- 
tem, I think you are going to get into great difficulties because you 
have many different persons to pay and you will always have the 
problem of the so-called incentive margin as well. If you bring into 
cultivation additional acres, you have got the problem of what you are 
going to do with additional bushels on the old acres. Are you going 
to pay subsidy prices for them or not? 

So, frankly, I am very skeptical about agricultural subsidies paid 
to producers, and I am not quite certain that safeguards you would 
introduce if you paid them to processors. I think a lot of caution 
should be used on this question of subsidies to producers in agriculture. 

I would like to get your comment on that. 

Secretary Brannan. Of course, the first answer is that subsidies to 
producers, I mean farmers, is not contemplated. 

Senator Dovucias. But subsidies to processors—— 

Secretary BRANNAN. Subsidies to processors are. 

Senator Doucias. Which processors would you take? 

Secretary Brannan. Chiefly canners and the small meat slaughter- 
ers who do not deal in the byproducts. They are already in something 
of a squeeze and were before DiSalle’s orders were put out. It may be 
if you want to keep those people in business, that some kind of subsidy 
might have to be paid. 

Senator ScHorpreL. Would it be considered to cover existing going 
plants and not new ones? 

Secretary Brannan. That is right, sir. As I understand, Mr. Di- 
Salle has not issued a new plant authority to this date. 

Senator Scuorpre.. That is what he said yesterday. 

Secretary Brannan. I had heard that he had not. 

Senator Carenarr. Mr. Secretary, why do you feel that it is wise 
at the moment, or may well be wise, to subsidize coffee? 
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Secretary Brannan. I do not feel at the moment that it would be, 
but 

Senator Cargnart. What circumstance may develop within the 
next 90 days that would make it wise to do that ? 

Secretary Brannan. Well, Senator Capehart, I think the other peo- 
ple who testified here before me are peubably better equipped to testify 
or to talk about it. We are going to be, in the third or fourth quarter 
of this year, in a situation in which our purchasing power or money 
in the hands of the people is going to-be higher, on the average, and 
there will be more people than at any time in our history. Further- 
more, by that time the steel which is now going to automobiles, re- 
frigerators, radios, and many other things, is going to be shifted away 
from those commodities and into tanks. And history has told us, 
through two wars, that the minute the hard goods disappear from the 
market the people start spending more for their food. Therefore, 
there will be a greater demand for food. I am not an expert on the 
world coffee supply 

Senator Capgpnart. Let us just stick to coffee. I am just interested 
in coffee. 

Secretary Brannan. I was just coming to that. I am not an 
expert on the world coffee supply, but I have the general impression 
that the world’s supply of coffee is not as in good prospect as we would 
like to have it. The areas of Brazil and other parts of the country 
which have traditionally supplied the world markets are not as capable 
of supplying the increased demand as they were five to ten years ago. 
Their fields are deteriorating in yields per acre, and so forth. 

Senator Capeuart. Then your answer is that there may be a re- 
duced production of coffee, a scarcity of coffee, and with more money 
in the hands of people it might run the price up sky-high ? 

Secretary Brannan. Domestic demand, yes. And if you eliminate 
the possibilty of rigging the market, or a speculative corner, or some- 
thing like that—we just passed through that situation not long ago 
when coffee went to a tremendously high price. 

Senator Dovetas. The State Department prevented us from taking 
any action against Brazil. 

Senator CapeHart. What is the price of coffee? 

Secretary Brannan. I am sorry, I do not know. 

Senator Careuart. Is it below what it was at that high peak? 

Secretary Brannan. It is 85 to 90 cents retail. 

Senator Cargnart. It did go up to what? 

Secretary BraNnNAN. What was the highest figure, Mr. Wells? 

Mr. Writs. They were talking about $1 a pound coffee. You can 
buy some special blends for less. 

Senator Capenart. It is not down very much, then, at the moment. 

Secretary Brannan. Not a great deal. My wife bought it at $1.10 
during that period. 

Senator Carenart. Yes. 

The Cuamman. Any further questions in executive session? 

Senator Moopy. Is it your impression, Mr. Brannan, that this high 
price of coffee—what was the price of coffee 5 years ago, roughly, and 
how much has it gone up? 

Secretary Brannan. I would say it is almost double. Do you have 
the price 5 years ago, Mr. Wells? 
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Mr. Wetts. I have the 1935-39 price, and we could use that. The 
average 1935-39 price of coffee, well, this says 24.2 cents a pound. I 
can hardly believe it. 

Senator Moopy. How much is it now? 

Mr. Wetts. 86.3 in March, and this is the average for the large 
cities, 

Senator Moopy. I was wondering, Mr. Secretary—— 

Mr. Wetts. November 1947, 48.8. 

Senator Moopy. I was wondering whether you personally believe 
that the great increase in the price of coffee is due to a legitimate 
deterioration of supply or an increase in demand, or whether it is due 
to speculation and action by the coffee producing countries to charge, 
perhaps a little more than the traffic should bear from the United 
States. 

Secretary Brannan. Senator Moody, I would just like to say this, 
that first of all, I think, there is a basis for assuming that there is a 
dislocation or variance between supply and dem: nd throughout the 
world, in other words, the demand is getting ahead of the capabilities 
of producing it under the present methods, and so forth. Whether 
or not that potential situation was seized upon for a speculative operé 
tion in the market, I am not prepared to say. I think, perhaps, it was 
myself, but if you ask me to prove it, of course, I could not do it. 

‘Senator Dovenas. Secretary Brannan, what is the use of our fool- 
ing around on this. Senator Gillette took abundant testimony on this 
matter, and I thought he made a very careful report. He showed 
what virtually everyone knew, that there is a coffee cartel in Brazil 
operating out of the State of San Paulo, fostered by the Brazilian 
Government, boosting prices in export, and when Senator Gillette 
started to bring these ‘facts out, the State Department shrieked to high 
heaven on the ground that it was endangering relationships with a 
friendly nation. This is off the record. 

(Further discussion off the record.) 

Senator Moopy. What was the average annual meat consumption 
around 1940? 

Secretary Brannan. Around 1940—— 

Senator Benton. Is it not fair, Mr. Secretary, to say if Senator 
Douglas and Senator Moody are ‘correct it would be an extremely 
unsound policy ever to subsidize coffee, because all you are doing is 
encouraging other producing countries and other commodities to go 
ahead into cartel practices and to hold up other people than the United 
States through Government subsidies? Should we, under any con- 
sideration, even talk about a coffee subsidy, because it is just further 
encouragement to the producers, not only in coffee, but other com- 
modities, to intensify those pract ices ¢ 

Secretary Brannan. Of course, I agree entirely with what you say. 

Senator Benton. In other words, it has an effect much wider, more 
weer on even, than the effect on coffee. 

Secretary Brannan. That is correct, sir, it certainly does, but from 
the point of agricultural commodities we are only dependent on the 
world for a very small number of them. Actually, we are dependent 
on outside sources for sugar, that is Cuba; coffee from South America ; 
wool from Australia and New Zealand 

Senator Benton. Tea and bananas. 
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Secretary Brannan. Yes; and there are a few other so-called exotics 
such as pepper and spices, cocoa, and so forth. 
Senator Bricker. Mr. Secretary, what is the food value of coffee? 


Secretary Brannan. I did not bring the right technician over for 
that, Senator. 


Senator Dovaetas. It is zero-zero-zero, 

Senator Carenart. There is no food value in coffee. 

The Cuarrman. Are there any further questions? 

Senator Scuorrret. Mr. Chairman 

Senator Moopy. I did not get that answer on meat, Mr. Secretary. 

Secretary Brannan. I have it right here. 

Senator Scnorpre.. I would like to clarify one other matter in my 
mind, at least, on this subsidy business. In all fairness I want to say 
I do not agree with subsidies being tied into this defense picture. 
want to say when we go afield on that thing we are going to get into 
trouble. Iam asking you, as a practical proposition, whether despite 
what this bill says about subsidies, you would be willing to limit all 
subsidies to only those products which are directly necessary to the 
national defense and the military effort. 

Secretary Brannan. I think anybody can accept that. If meat and 
dairy products are not essential to the defense effort, then I do not 
know what is. I do not know. The Army told us at one time that 
watermelons was a morale crop. I certainly think coffee would be 
essential to the effort. 


Senator Carenart. They did not make you believe it, though, Mr. 
Secretary. 

Secretary Brannan. No; but they made it stick. 

Senator ScHorrre.. I am talking now in terms of what I call morally 
approaching this thing—not trying to get around something by way 
of a circuitous route. That is the thing people are afraid of, Mr. 
Secretary, and that is the reason why we are wondering about these 
subsidies, how far are they going to go; whether it is going to be 
applied to Argentine beef, Mexican beef, and a lot of those things. 
I want to be forthright about it. If it is not in the category of con- 
sideration that is one thing. If it is I want to know about it. 

Secretary Brannan. Actually, Senator, all you have to do is look 
at the record. We can only import Argentine or Mexican beef in 
canned form because of the restrictions under the quarantine limita- 
tions under an entirely different set of laws. Now, we have not im- 
ported those commodities and, therefore, if this law regarding sub- 
sidies were passed tomorrow you could not import those commodities. 
Therefore, it does not seem to me it has any bearing, really, on the 
subject here. That is the first point. 

The second point is that the price of meat in this country is such 
that the importation of meat, if it were allowed by all the other laws, 
would come in here without having any subsidy at all paid on it. 
It would come in here at very attractive prices and help level off the 
prices in this country, probably. 

Senator Scnorrret. Is that contemplated ¢ 

Secretary Brannan. It cannot be contemplated unless you assume 
that we are going to break the law. 

Senator ScHorprrt. When I say “is it contemplated” is it contem- 
plated that there will be a request for a change in those laws? 
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Secretary Brannan. I do not know who would make the request 
and I certainly do not think anyone would seriously consider it. 

Senator Bricker. You could use that meat for the services abroad, 
for the Army ? 

Secretary Brannan. I understand they do. 

Senator Rosrertson. What is the sanitary regulation, what law is 
that ? 

Secretary Brannan. It is in some of our import sanitation laws. 
Tt is part of the Tariff Act. 

Senator Rosertson. That is what I thought. 

Senator Bricker. It was brought about because of hoof-and-mouth 
disease. 

Secretary Brannan. Yes. 

Senator Benton. Do you approve of this law? You said no one 
would make a request for changing it. If there ever was a time for 
trying to get it changed now isthe time. Do you feel the Department 
of Agriculture has a vested interest in the present Argentine law and 
would you oppose changing it or appealing it? 

Secretary Brannan. Senator Benton, I was in the Argentine just 
after—well, in December of this year, and I saw some of the most 
beautiful animals you ever wanted to lay your eyes on tied up close 
to a tree or to a hitching post with their mouths running and their 
feet sore. Aftosa is widespread in the country and the risk of bring- 


ing it 

Renster Benton. My friends tell me the best steaks in the world are 
from the Argentine. I have never been there. But that was not the 
question. 

Secretary Brannan. It is not true, according to my taste. 

Senator Benton. The best and the cheapest. 

Secretary Brannan. The cheapest, yes; but remember, most of the 
steaks you get outside of the very heart of Buenos Aires is meat that 
was killed that morning, and if it isn’t eaten it will be thrown away 
that evening, and I personally had difficulty in adapting myself to it, 
even though it was very attractive in price. 

Senator Dove.as. This is off the record. 

(Further discussion off the record.) 

Senator Doveras. If you eat the meat it will contaminate them? 

Secretary Brannan. Department scientists say it will stay in the 
meat and affect other cattle. 

Senator Dove.as. That would not affect the export of meat. 

Secretary Brannan. I am not talking about the export from the 
Argentine. I am talking about the import of meat into the United 
States. 

Senator Doveias. Meat is exported from the Argentine and it prob- 
ably comes into the United States. Are the British people contam- 
inated by eating Argentinian beef? 

Senator Rozertrson. The cattle are. 

Secretary Brannan. You missed the point, Senator. The point is 
the infection or the protection of the American cattle industry, not 
the protection of human beings, because apparently 

Senator Dovetas. I am not speaking of importing cattle on the hoof. 
I am speaking of importing Argentine beef after it has been slaugh- 
tered. Is there any real reason why that should be subjected to the 
penalties to which it now is subjected ? 
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Secretary Brannan. Our scientists, and I do not think there is any 
disagreement between animal husbandry or livestock men anywhere 
in the country, tell us that the infection can be carried on the carcass. 

Senator Doveras. On the carcass? 

Secretary BRANNAN. On the carcass. 

Senator Doveras. And will affect the consumer 

Secretary Brannan. No, no; it will affect our animals. 

Senator Dove.as. Well, once the slaughtering is done in the Argen- 
tine how will the live American cattle who will never meet the Argen- 
tine beefsteak be contaminated by the Argentine meat ? 

Secretary Brannan. Through garbage, through any of the trim- 
ming being left 

Senator Dovetas. You mean, if we eat the beefsteaks and then 
throw the rind out that the cattle may somehow eat the garbage and 
that this will poison them ¢ 

Secretary Brannan. Senator, we ought to have the technicians up 
here, but it is entirely clear 

Senator Douc.as. It sounds crazy to me. 

Secretary Brannan. It seems to me you should have no difficulty 
understanding that when half of a beef animal would be landed in 
New York—— 

Senator Dove.as. Killed. , 

Secretary Brannan. Argentinian beef 

Senator Dovenas. Killed. 

Secretary Brannan. I do not understand that word. 

Senator Dovauas. Killed, dead. 

Secretary Brannan. If there is the half of carcass it would be. 

Senator Ropertson. Mr. Secretary, is it not a fact that they took 
the hoof-and-mouth disease into the British Isles through the carcasses 
of Argentine beef and not a live steer from the Argentine ever went 
in there, but they got the hoof-and-mouth disease all over the British 
Isles that way ? 

Secretary Brannan. They have it all over Europe. 

Senator Douveias. You mean the British cattle industry has been 
destroyed by the fact that the British people have eaten Argentine 
beef, that it has contaminated the cattle of England ? 

Secretary Brannan. Senator, I suppose almost any subject 

Senator Dove.as. Are you people perpetrating fairy tales down 
there ? 

Senator Bricker. There is no fairy tale to this thing. I think the 
technicians will show you that it is a very dangerous thing to import 
meat in carcass form and not in canned form. 

Senator Doveras. In cans? 

Senator Bricker. In cans, where the germ has been completely 
destroyed. We had this once in our State and it pretty nearly ruined 
the cattle industry for years. 

Senator Dove.as. Is it brought in now in cans ? 

Secretary Brannan. Yes. 

Senator Doveras. Does that contaminate the cattle of this country? 

Secretary Brannan. No, because it is cooked in the can. 

Senator Capruart. The germ is killed. The carcass, you see, has 
not been cooked. 

Secretary Brannan. There are lots of trimmings from a beef 
carcass that go off into the garbage. 
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Senator Ropertrson. I just wanted to straighten this out. There 
has never been any contention in Argentina that the carcass from an 
infected area will not spread the disease. The contention is that it 
was limited to Patagonia and they had large areas in the Argentine 
that did not have the infection, and therefore we ought to buy it from 
them. But the Secretary said it is pretty widespread all over the 
— and in certain areas where they do not appear to have it the 
cattle have set up an immunity against it and it does not show up 
in them, but the disease is still there. 

Secretary Brannan. And every animal on the British Isles is 
vaccinated. They keep the disease down with a short-cycle vaccina- 
tion of the type and character we have used to fight the disease in 
Mexico. 

Senator Bricker. Mr. Secretary, if we get this hoof-and-mouth dis- 
ease into the herds of the great western plains, we will have worse than 
a subsidy problem. 

Secretary Brannan. Of course we will. If you are talking about 
subsidy—and this can be off the record. 

(Further discussion off the record.) 

Senator Benton. On the subsidy question, roughly, what was the 
total of agricultural subsidies during the past war? There was a 
billion, you said, for milk, and a billion for meat ? 

Secretary Brannan. Yes, but I hope you will not allow those figures 
to be caught up in your thinking about the present bills. I will have 
to supply that for the record. 

The Cuamman. Without objection, that will be supplied for the 
record. 

Secretary Brannan. It does run somewhere around 4 billion. 

Senator Benton. What part do you think that played in our effort 
to control prices ? 

Secretary Brannan. It was the sine qua non; controls could not 
have been effective without it. 

Senator Benton. Do you think by spending the 4 billion it enabled 
us to control prices ? 

Secretary Brannan. It did, and to keep up production, because lots 
of it was used to increase production, you see, or maintain production. 

Senator Benron. What set of conditions might we have here in the 
foreseeable future where it would become essential to subsidize in 
order to control prices again ? 

Secretary Brannan. The possible situations within the limitations 
of this law are three: 

One, a dislocation in a canning area where it would be essential to 
start operating or to continue in operation a canning plant for the 
immediate processing of a quantity of fresh vegetables coming in on 
the market. That is one place which this bill would authorize doing. 

The second would be applicable in the area of the small nonprocess- 
ing meat slaughterer, the man who just slaughters the beef, cuts the 
carcass and makes nothing else out of all the rest of it. He needs 
more margin, perhaps, than is permissible under the existing law. 

Senator Bricker. Would you cover in that margin the protection of 
the offals and the byproducts? 

Secretary Brannan. Of course, we would. 

Senator Bricker. You would not? 
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Secretary Brannan. We would. 

Senator Bricker. That is what I thought. That is the only reason 
for it, as I can see it. 

Secretary Brannan. That is right, and of course we need those for 
byproducts. 

Seneava Bricker. That is what we lost in the black market. 

Senator Benvon. Is there any possibility that a subsidy program 
a year back could have controlled the rise we have had in food prices? 

Secretary Brannan. I think that is a very difficult thing to say. My 
own impression is it probably would not have been necessary. 

Senator Benton. If you assume that you can control prices by fiat 
and passing laws 

The Cuatrman. May I make a suggestion? Why not let the press 
and the other people come in, because I do not think this is anything 
that should be off the record. 

Secretary Brannan. Notas far as I am concerned. 

The CHarrman. Does anyone have any questions off the record on 
the control of coffee? That is the main thing. 

If not, we will proceed in open session. 
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WEDNESDAY, MAY 16, 1951 


UnIrep States SENATE, 
CoMMITTEE ON BaNnKING AND CURRENCY, 
Washington, D. VU. 

The committee met, pursuant to recess, at 11:30 a. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank, (chairman) 
presiding. 

Present: Senators Maybank, Robertson, Douglas, Benton, Moody, 
Capehart, Bricker, Ives, Schoeppel, and Dirksen. 

The Cuarrman. The committee will come to order. Secretary 
Brannan. 


STATEMENT OF CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE 


Senator Benton. I would like to continue my questioning, Mr. 
Chairman. 

The CHarrMan. You may continue, Senator Benton. 

Senator Benton. Mr. Secretary, if you spent 4 billion during the 

war to prevent a price rise that might have cost 40 billion, it is a pretty 
good investment. 

Secretary Brannan. That is right. 

Senator Benton. Of course, we dislike subsidies, we like to avoid 
them, as they are not in the tradition of our economy. 

Secretary Brannan. Yes. 

Senator Benton. I am sure that is true of the entire committee, the 
whole Senate, as far as I know. You do not make a case against ‘sub- 
sidies, unless at the se ame time you tie it up to the assumption that you 


are going to control prices without subsidy. Would you agree on 
that ? 


Secretary Brannan. Yes, sir. 

Senator Benton. So the key question here is, Can we control prices 
without subsidies? Can you not imagine a set of circumstances in the 
next year by which subsidies might help greatly in controlling prices, 
as they did in the last war? 

Secretary Brannan. A short corn crop might create such a situa- 
tion. 

Senator Benton. Describe how that would happen. 

Secretary Brannan. A short corn crop—we convert our corn into 
hogs, into poultry and eggs and all the dairy products. A short corn 
crop,which is the key feed grain of the country would render the com- 
petition for the corn so excessive as to run the prices very, very high, 
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with the result that the finished product would have to go to very high 
prices. The alternatives would be—— 

Senator Ben'ron. Would be a subsidy. 

Secretary Brannan. Would be a subsidy, or would mean liquida- 
tion of herds and put us in a very difficult position in the future., As 
a matter of fact, the short corn crop of 1947, effective in 1948-——— 

Senator Benton. Does the bill give you the power to subsidize in the 
event of a short corn crop ? ' 

Secretary Brannan. No, it does not-include authority for what you 
might call a straight consumer subsidy. The proposed amendments 
are to ameliorate a dislocation in the processing system almost ex- 
clusively, or in certain cases to cover a temporary situation. 

Senator Benton. Would you have time, in the event of a short 
corn crop, to come to the Congress and get that authority and get your 
appropriation and get your subsidy in time to operate and prevent 
this price rise? 

Secretary Brannan. Senator Benton, I think experience would 
say “No.” 

Senator Caprnart. How could you have a price rise if you have 
price control ? 

Senator Benton. That is the key question right there. That is the 
question, 

Senator Carenart. The only reason you might use the subsidy 
would be in case of reduction. How would you get a price rise if 
you had price control ? 

Senator Benton. Can you control the price without a subsidy in the 
event of a short corn crop? That is the question. What happens 
when you try to control it without a subsidy ? 

Secretary Brannan. You apply very severe and strict price ra- 
tioning. 

Senator Carruart. Really, what you need then is rationing for a 
proper distribution of the limited amount of corn; you grow so many 
pounds of hogs, so many chickens, so many dozens of eggs, and so 
many pounds of milk. 

The Cuatrrman. As a matter of fact, so many yards of textiles. 

Secretary Brannan. And when you get a short corn crop you also 
have to take care of industrial users. 

The Cuarrman. You have to ration textiles. 

Senator Benton. But would it work? Which is the best way to 
do it? Is the best way to do it through a subsidy in the event of this 
short corn crop? Is a subsidy the best way to prevent the depletion 
of the herds, and so on, or is the best way to try and do it through 
rigorous penalties and rationing at the grave risk of a black market 
and depletion of the herds? 

Secretary Brannan. My inclinations are all to the use of the sub- 
sidies in those kind of cases. 

Senator Benton. Do not most people who studied this, as it operated 
during the war, think that that $4 billion of subsidies was an elie, 
as you put it, a sine qua non in our price program, but that without 
it we could not have had a successful price-control program ; that the 
thing would have broken down into piece at a cost to the American 
people of tens of billions? 

Secretary. Brannan. That is right, in my own opinion. 
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Senator Benton. My question, then, if that is true, is whether the 
bill faces up to that or ducks it because of our dislike of the use of this 
word subsidy.” As long as the word “rationing” is not on top of 
us, we duck the word “subsidy” hoping we will not catch up with the 
problem of rationing, penalties, black markets, and so on. 

Secretary Brannan. That could be so, of course. I would like just 
to point out that we do have, or the American farmer does have his 
productive resources geared up in really better shape than he did at 
the time of Pearl Harbor. 

Senator Benton. What is our annual bill for food, roughly, by the 
consumer, 60 or 70 billion dollars? 

Senator Carrnart. It is about $48 billion, is it not? 

Mr. Wetis. About $48 billion. 

Senator Benton. Say it is $48 billion. What has been the price 
increase since the Korean outbreak ? 

Mr. Wetus. About 11 percent, I believe. 

Senator Benton. Or $5 billion ? 

Mr. We ts. Yes. 

Senator Benton. So that is a price that the consumer is paying 
because of the shortages and speculations and other things since Korea 
that have in turn resulted in this extra load on the consumer’s budget 
for food. 

Secretary Brannan. That is right. 

Senator Benron. You have not analyzed whether a subsidy pro- 
gram might have controlled that, but manifestly it is a fair assump- 
tion that if we could have had a billion dollars in subsidy and pre- 
vented a $5 billion increase it would have been good economy, or good 
for the economy and good for the consumer. 

Secretary Brannan. Yes, Senator Benton. The only hesitancy I 
have about the proposition is this: That farm prices had been going 
down during the 2 years just preceding—1948 and 1949. 

Senator Benton. So you as the Secretary of Agriculture more or 
less welcomed the $5 billion increase. 

Secretary Brannan. So there was a normal adjustment in food 
prices, I think, almost inevitably, or in farm prices almost inevitably, 
to bring it into normal balance with the rest of the economy. 

Senator Benton. But if we accept your view, speaking to the Sec- 
retary of Agriculture, speaking for the consumer, I might have some 
difference of opinien with you; but if we project it a year ahead and 
assumed that there might be in the offing another $5 billion increase 
which cannot be successfully avoided, as during the war, except with 
a subsidy program, would it not be wise for the Congress at this time 
in this act to recognize that possibility and to give authority out of 
our war experience for such a subsidy program if required ? 

Secretary Brannan. Well, I certainly assure you that if you did 
recognize those possibilities which are real they certainly would not 
be used until they were necessary. 

Senator Benton. If we could not control prices during the last war 
without subsidies, to which you have testified, what makes you think 
we could control it in the next 12 months without subsidy ? 

Secretary Brannan. I am not sure that we can, but there is a some- 
what different situation. In that case there was an all-out mobiliza- 
tion of our effort for the war. There were no competitive “hard” 
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goods on the market. The money that people had in their pockets was 
just burning a hole there, so to speak, and food became an item for 
which there was very high competition. Now we still have not quite 
reached that situation. There is still competition for the consumers’ 
dollar in the form of a lot of hard and soft goods, nonfood items. 

Senator Brenton. I honestly hope that situation will not develop, 
but I am greatly impressed with the almost unanimous testimony— 
unanimous as far as I have known—of_the people who went through 
the experience in the last war in agreement with what you have just 
said—that without the subsidy program the price controls would have 
been impossible, could not possibly have been handled. 

Senator Carenart. Mr. Secretary, are you admitting that is true? 

Secretary Brannan. I believe that they were an essential to the 
successful operation of the price control at that time. 

Senator Carenart. But they were not essential to keep prices down ; 
they were essential to increase production. 

Secretary Brannan. They were essential to both. 

Senator CarpeHart. If you have a price control you actually control 
the price over the bushel of corn. How can it advance? 

Secretary BRANNAN. Remember, Senator, the subsidies that Senator 
Benton has been talking about were direct consumer subsidies. They 
were payments to keep the price down to the consumer and to make it 
possible for the farmer to produce. 

Senator Capenart. In other words, what you are doing is paying the 
farmer X price and then selling it to the consumer for X price and the 
Government is making up the difference by subsidy. 

Secretary Brannan. That is right. 

Senator Carenart. That is what you were doing. 

Secretary Brannan. That is a consumer subsidy ; yes, sir. 

Senator Carenart. That is a consumer subsidy and, of course, that 
is the plan that you advocated some time ago. 

Secretary Brannan. Well, now, Senator 

Senator Capenart. I am not arguing the merits or demerits of it, 
but it is similar in substance to your plan. 

Secretary Brannan. I suppose you can say paying a differential 
between the market price and the cost of production applied for 
one purpose may have some similarity to that applied for another 
purpose. 

Senator Carrnart. What we did in World War IT is we said to 
the packer, “You pay 30 cents a pound for beef and sell it on the 
basis that you bought it for 26 cents a pound and the Government 
will give you a check for 4 cents a Soest on every pound which you 
have.” Is that correct? 

Secretary Brannan. That is true. But you remember, if you ever 
took time to examine the recommendations we made, that we were 
applying a principle of a differential payment for the purpose of 
using moneys which were then being used to buy commodities and 
take them off the market, to simply use that money and pay it in a 
differential form on perishable commodities only. In other words, 
we spent $500 million buying potatoes and taking them off the market 
under the existing law. I said it does not make sense to me, and it 
never has. That $500 million could have been used in a much more 
efficient way, and we offered a proposal for it. 
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Senator Bricker. Mr. Chairman, may I ask one question at this 
time ¢ 

Mr. Secretary, I think you forgot the essential economic problem 
which we are facing. When you have not a balanced budget it is 
highly inflationary to Government money. Mr. Martin testified the 
other day if you put a dollar of Government money up when you do 
not have a balanced budget and do not have the money in the Treasury, 
you add $6 to the inflationary pressure. 

If you spend a billion dollars on subsidy—I do not care where it 
goes, as long as it goes into your domestic economy—that means that 
$6 billion of inflationary pressure. It is bound to break out some 
place, and where you are plugging one hole you are breaking out in 
half a dozen others. 

Secretary Brannan. Senator, everybody, I assume, is going on the 
premise that these are not normal times, and therefore something 
other than normal equations and factors have to be brought in and 
considered. Nobody, as far as I am concerned—I do not know of 
anybody who likes controls in any way, shape, or form, but there are 
times and circumstances in which controls of one form or another, 
or adjustments in our usual economics is essential. 

Senator Bricker. Well, we have a problem here. We have to keep 
our production up; we have to build a war machine in the first place, 
and in the second place we have got to see we do not destroy our 
domestic economy. You can destroy that by inflationary pressures. 
If we did not have the Government debt that would be a simple 
problem that we are facing now, but we have a Government debt 
and we have the constant ‘duals of inflationary pressures. They 
have been going up for the last 15 years, and if we do not check them 
now they are going to get our whole economy out of balance, and you 
cannot control prices when you have those inflationary pressures as 
great as they are going to be if you start paying subsidies with Govern- 
ment money. 

Secretary Brannan. Senator Bricker, you cannot control inflation 
without spending some kind of dollars somewhere and, really, as I 
understand, the search here is for the most efficient use of the dollars 
that we are going to spend to control inflation. If it is in the form of 
subsidies, if that is the most efficient way, then I think everybody 
ought to be for it, and I am for it. If it is in buying all over the 
world and bringing it here, which, of course, is a fantastic thing to 
do—we are not gomg to control this inflation without some kind of 
activity which costs money. 

Senator Bricker. When your dollars go abroad that does not cause 
domestic inflation. It is a different problem to spend money abroad 
on materials that come in here to lessen our money supply, and you 
also increase our commodity supply. 

Secretary Brannan. But just the same you are spending American 
tax dollars to deal with an inflationary problem. 

Senator Bricker. You are spending them to deal with a production 
problem, with a supply problem. 

Secretary Brannan. After all, the entire problem here arises out of 
a differential, or an imbalance, between supply and demand. If we 
had a full supply of everything that we need there would not be these 
inflationary pressures today, and there are a number of agricultural 





662 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


commodities in which there has not been an appreciable inflationary 
pressure because the supplies have been adequate. 

Senator Bricker. You mean price pressure. 

Secretary Brannan. Inflationary pressure is a synonymous term 
to me. 

Senator Bricker. The amount of purchasing power to the amount 
of supply. HY 

Secretary Brannan. In other words, we cannot keep up with it. 

Senator Bricker. Prices are an evidence of it and the result, but 
not wholly so. 

Secretary Brannan. Not wholly so, but there are commodities 
which fall in that category. Let us take pork for example. Pork 
has not even stayed at 100 percent of parity. It has been below that 
level because the supply has been equal to the demand. 

Senator Bricker. Then you come back to your corn crop again. 

Secretary Brannan. That isright. May I point out to you that we 
went into this year with about a 900 million bushel carry-over of corn, 
and we will go out of it with around 600 million bushels of corn. In 
other words, we are going to use all we produced last year plus 300 
million bushels more that we carried in from a previous year trying to 
get an increased supply of hogs for the market, and we have gotten 
it. The hog numbers in this country are now the second largest they 
have ever been in history, I believe. 

Senator Bricker. One more question before you get away from 
that: Have you any revised estimate on the wheat crop for this year! 
Of course, you cannot until the spring wheat crop gets under way. 

Secretray BRANNAN. We issued it Thursday of last week, showing 
a further decline of about 44,000,000 bushels from our previous 
month’s estimate. It will probably run at or just slightly under a 
billion bushels for the total crop. 

Senator Carrnarr. What will our carry-over be? 

Secretary Brannan. Our carry-over will be around 400,000,000 
bushels currently, even after we have shipped the million tons of 
wheat to India which is now scheduled, paid for, and en route. 

Senator Carrnart. A 400,000,000 bushel carry-over ¢ 

Secretary Brannan. Yes. 

Senator Carenart. Of course, if we have a short corn crop we may 
well need that wheat. 

Secretary Brannan. That is what happened the last time. We fed 
everything. As you are aware, we are hoping and doing all that we 
know how to do within our authority to induce the production of 
sorghum grain on the areas which have been blown out of wheat or 
taken out by green bugs or whatever else. 

Senator Moopy. Mr. Secretary, was not the main purpose and the 
result of the use of consumer subsidies in the Second World War to 
control inflation rather than to stimulate inflation? 

Secretary Brannan. Certainly it was to control inflation. 

Senator Moopy. And if subsidies had not been used in World War 
II you would have had much higher food prices and undoubtedly 
higher wages and the general spiral we did not get between 1943 and 
1946; is that right ? 


Take the dairy industry, for example. If some assistance had not 
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been brought into that area to maitnain a price at which farmers could 

roduce and people could buy the commodity, either people would 
aa to quit buying the commodity which was essential to our nutri- 
tional standards in this country, or the farmers would have gone out 
of business. As the farmers went out of business, then the demand 
for the diminishing supply would have been terrific, and accumulat- 
ing and spiraling. 

cota Moopy. And that would have had its effect on wages and 
manufacturing prices and parity and everything else? 

Secretary Brannan. Certainly, because those are key items, dairy 
products and milk. 

Senator Moopy. As you said a few minutes ago, none of us like con- 
trols and none of us like to spend Government money to subsidize 
things, but in view of that situation, and in view of the possibility 
of a short corn crop, I would like to renew Senator Benton’s question 
to find out why a stand-by authority was not asked for in this act, to 
be used only as absolutely necessary. 

Senator Benton. Particularly when you ask for authority to sub- 
sidize coffee, let us say, as an example, which I feel strongly under no 
circumstances should ever be sibsidized in line with the selling 
methods of the Brazilians. 

Senator Moopy. If you let me add to that question, would it not be 
just as sound or sounder to subsidize a domestic farmer as it would to 
subsidize a Brazilian coffee raiser? 

Secretary Brannan. Of course, it would, sir. 

Senator Carenart. You are not subsidizing the farmer, you are 
subsidizing the consumer. 

Senator Moopy. That is right. 

Secretary Brannan. The only answer I can make to the whole 
thing is that we are searching for a device to use whatever dollars we 
can use most efficiently to stem inflation. If it is in the form of 
subsidies, then I see no reason for objecting to them. 

Senator Benron. Mr. Chairman, if Secretary Brannon, on the 
strength of his testimony this morning, has any further recommenda- 
tions for us, if he thinks a broader right should be asked for in case 
of emergency such as the short corn crop or a subsidy program, I 
hope he will still be able to introduce them to the committee and put 
them in the record here. 

The Cuarrman, I did not understand the Secretary to say he had 
more, but he may if he wishes. The corn crop goes to far more than 
feeding and far more than hogs. As you know, it goes to manufac- 
turers, to various manufacturers. In the last war we had to substi- 
tute corn for certain manufacturing processes and substitute wheat 
and other grains for feed. 

Secretary Brannan. That is right; and we used—I do not remem- 
ber the number—but we used a considerable number of tons of sugar 
to make alcohol the last time. 

Senator Moopy. Mr. Chairman, I know it is pretty early to tell, but 
what is your size-up of the corn crop, is it going to be a short corn 


crop? 

ees Brannan. Nobody can predict at this time, but we are 
confident that we are going to get the acreage that we asked for, 
enough acreage for a big corn crop. As far as we can see now mois- 
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ture conditions are such that we ought to get the big corn crop that 
we are looking for. 

The CuHarmman. You cannot tell what the harvest is going to be. 

Senator Capenart. The acreage will be planted, and if we get good 
weather we will have a big crop; if we have a bad crop year we will 
get a short supply. 

The Cuarrman. And meantime the carry-over has gone down from 
900,000 to 600,000. 

Secretary Brannan. Yes. And hog numbers and beef animals 
have gone up. * 

The Cuairman. To be fattened ? 

Secretary Brannan. Yes, sir. 

Senator Moopy. I wonder if you will discuss the price of meat. Mr. 
DiSalle told us yesterday that since January 1950 the general rise 
in general food prices has been about 15 percent, but the rise in the 
price of meat has been over 50 percent. It seems to me that is a key 
point in the program to hold down inflation, because as you know 
every housewife that goes to the grocery store and finds hamburger 
comes home and asks her husband to go get a raise. It is difficult to 
have wage controls under those circumstances, and it is difficult to 
control prices under those circumstances. It seems to me that the 

rice of beef is a very important key point in this whole program. 
feat has gone up very shetnatinlty more than the prices of other 
farm products. 

Secretary Brannan. I can supply tables on that for the record if 
you would like, and I can summarize them briefly for you right now. 

For example, starting with 1947, the prices received by farmers 
for 100 pounds of beef cattle was $18.50. The next year the average 
price was $22.40. In 1949, it was $19.90. In 1950, the average was 
$23.10. In 1947 the average retail price of choice grades of the 
several beef cuts was around 61 cents a pound, 61.1; in 1948, it was 
73.7; in 1949, it was 66.8; in 1950, it was 73.5. 

Senator Moopy. My point was, Mr. Secretary, that the prices of 
these various farm products seemed to be out of line with parity here 
and out of line with each other. As you know better than any of us, 
the prices of many foods are below parity, and the price of beef is 
above parity. It is very high. I am wondering whether for that 
reason the effort of Mr. DiSalle to reduce retail prices of beef by 
roll-back is not a sound program. 

Secretary Brannan. Well, Senator Moody, I think it was essential 
to roll back prices of meat. 

Senator Copaitasie Beef now, we are talking about beef. That is 
the only one that has been rolled back. 

Senator Moony. I meant beef, Senator. 

Secretary Brannan. That is the only one I was talking about. 

Senator Capenart. We are going to raise a lot of corn for you this 

ear. 
7 Secretary Brannan. Everybody hopes so, Senator. 

Senator Scnorrrer. Mr. Chairman, I would like to ask: Do you 
have any judgment to express, on the basis of cost to feeders now, that 
the feeder will have to have about $10 a hundred more for cattle if he 
wishes to make a profit on his meat production ? 

Secretary Brannan. Senator, that is a somewhat complicated ques- 
tion, and I do not think you can draw that conclusion forthwith. As 
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a matter of fact, it is possible that many people who bought feeders 
before the first of the year, even for long-term feeding programs, will 
be able to get out all right, with some margin of profit under the 
present roll-back. 

It is equally true that the man who bought after the first of the 
year, who engaged in bidding up the prices after DiSalle told them 
that he was going to put on ceilings, nevertheless bid up the price 
from around $31 to $35 for heavy steers, is going to get hurt, but he 
did it with his eyes wide open. 

Senator Sonorrren. All right. Now, in all fairness to that margin 
of 6,000,000 farmers and cattlemen in this country, there was no 
indication that there was going to be a roll-back, was there, Mr. 
Secretary? There was some talk about establishing a ceiling price, 
butwhat about this roll-back in three successive stages? That is what 
1 am talking about in relation to this group that went out and pur- 
chased cattle at these high prices and put them in the feed lots. 
If production is what we want, on the hoof, to put on the table, that 
group is going to get hooked some place. Do you agree with me? 

Secretary BRANNAN. Some of them will. There is not any question 
about it. The man who bought heavy steers since January may take 
a loss under the roll-back, and the only thing you can say to him is that 
he sure did it with his eyes wide open. 

Senator Bricker. What should he have done? 

Secretary BranNAN. He need not go into the market and bid up the 
market the way he did. 

Senator Bricker. That was the only way he could get his steers, was 
it not? 

Secretary Brannan. Maybe so, but maybe those steers could have 
gone—— 

Senator Bricker. I do not. see how you could blame him because 
Mr. DiSalle told him something. How was he going to get steers? 
He would have to quit business or else he has got to buy at the mar- 
ket price. You cannot blame him for it if he is going to stay in busi- 
ness, and if he does not stay in business you are not going to get meat 
on the table, that is one thing mighty sure. 

Secretary Brannan. Remember this, though: He had his choice 
of several types of animals to buy and fed, and it is chiefly those fel- 
lows who bid up the heavy steers that are in trouble. I am not blam- 
ing them at all, but I do say that we all have to face the fact that 
they did it with their eyes open. 

Senator Bricker. You say all he could have done then was buy 
some other type of feeding steer or else stayed out of the market. 

Secretary Brannan. Or not compete intentionally, overbid for the 
available supply. 

Senator Brenton. In a free economy the price might have gone 
down. He might have been stopped. This was a risk, as you said 
before, if he is an experienced operator. 

Secretary Brannan. That is correct. And in the 1948-49 season 
lots of feeders did lose money. They took a risk. 

Senator Capenart. He does not expect his own Government to 
stick him in the back. 

Senator Moopy. As a matter of fact, is it not true, Senator, that in 
the law in which you played such a fine part in writing last year, there 
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was ee an indication that the Congress did not want prices 
to rise very high. I would like to read you the section which says: 


No ceiling shall be established or maintained for any agricultural commodity 
below the highest of the following prices— 


and then it cites parity 


and the highest prices received by producers during the period from May 24, 
1950, to June 24, 1950, inclusive, 

It seems to me that anyone who is familiar with the situation and 
the law, and was familiar with the dangers of inflation to the gen- 
eral economy ought to realize that efforts were going to have to be 
made if wages were going to be controlled to hold the price of beef 
down. { 

Senator Carenart. They should have put it on when the law was 
passed. 

Senator Moopy. I agree. 

Senator Benton. I agree on that. 

Senator Moopy. I agree with you on that, Senator. 

Senator CareHart. They should have put it on right then, then 
the farmer would have known exactly what to expect. 

Senator ScHorpret. Mr. Secretary 

Secretary Brannan. May I point out, if I remember their proposal 
then was not to just put it on the items which were seeming to get out 
of line but to put it on everything from one end to the other. 

The Carman. That is right, but you had your hardship clauses, 
you could have straightened those things out. 

Senator CapeHart. That is exactly what they did on January 23. 
They did on January 23 exactly what they should have done, in my 
opinion, last July 30. 

The Cuarrman. Let me say this, Mr. Secretary. I have read your 
statement, and the other members have also, and I am going to ask, 
without objection, that it be made a part of the record at the end of 
your testimony. 

Senator Scnorrret. Mr. Secretary, I am sure you are familiar with 
the increase in the hourly wage from 1940 to 1951, and I think that that 
figure is approximately 138.5 percent. In the consumer price index 
in 1951 it was about 184.5. The thing I want to get at—the question I 
want to ask, with an increase in the hourly wage of 138.5 percent since 
1940 and an increase in the consumer prices of only 84.1, is not labor, 
and all of us who work, able to buy more goods lor an hour’s work 
than in 1940? I think you pointed that out very clearly in your 
testimony before the House. 

Secretary Brannan. We did say just that, sir. 

Senator Scuorrre.. All right. 

Senator Bricker. May I say to you, Senator Schoeppel, that right 
here on page 9 he says that “we have shown that food is a better bargain 
in relation to wages and business profits than in prewar years.” That 
is in your statement here this morning. 

Secretary Brannan. We say that; yes, sir. 

Senator ScHorrre.. I am aed to note that. Therefore, is not the 
real cost of living Jower today than it was in 1940? 

Secretary Brannan. I do not know whether I can make a statement 
as broad as that, because that includes rent and that includes a lot of 
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other things, but from the standpoint of the meat items, the relative 
purchasing power of 1 hour of factory labor as of today will buy just 
about as much of any of the meat cuts as it would buy back in 1929 or 
1939 or 1947. 

Senator Carenart. It buys a fraction more; does it not? 

Secretary Brannan. Yes. 

Senator Bricker. For the years after the war. 

Secretary Brannan. Thatisright. Let me just read you the figures 
here: 

The amount of round steak that could be purchased with 1 hour of 
factory labor in the United States in 1929 was 1.2 pounds; in 1939, 1.8 
pounds; in 1947, 1.6 pounds; in 1948, 1.5 pounds; 1949, 1.6 pounds; 
1951, 1.6 pounds; June of 1950, 1.5; and in March, 1.5. 

Senator Capenarr. Up 0.3 of a point. 

Secretary Brannan. Over 1929, but on the downside in our most 
recent experience; in other words, meat—especially beef—is gaining 
and going ahead now of the purchasing power. It is probably one of 
the few items that is. 

Senator ScHorpret. As a matter of fact, this one particular com- 
modity—namely, meat—as against the entire agricultural picture, has 
been overemphasized. When we take as a whole agricultural produc- 
tion and the agricultural industry—I call it industry—throwirfg their 
goods and commodities on the market, we find they have been going 
down, down, down generally in relation to the ordinary price index 
of consumers’ manufactured goods, and I think we have to take those 
things into consideration. 

Secretary Brannan. Yes, we do, Senator Schoeppel, but let us not 
forget that the trend recently has been away from that. For ex- 
ample, veal cutlets, in 1939 you could buy 1.5 pounds of it, now you can 
buy 1.3. Hamburger in 1947 you could buy 2.8 pounds, and now you 
can buy 2.3. 

Senator Scuorrret. When I go buy an automobile, what am I hit 
with? 

Secretary Brannan. That is right, sir. 

Senator Scuorpre.. That is right; let us not lose sight of that, and 
a lot of other things that correspond. Yet we say here that we must 
go in and control this agricultural commodity, namely, meat, give it 
three roll-backs and expect everyone to be happy about it and put 
thousands and thousands of cattle in the feed pens to put more 
poundage on. I just do not believe we are going to get it. I hope 
you are right, but it will be a miracle if you do. 

Secretary Brannan. Senator, I do not suppose anybody can say he 
is dead right or dead wrong about any of these things, but I do want 
to point out to you that in 1949 when beef cattle prices were around 
$20 per hundredweight we got 1,800,000 increase; in 1950, when beef 
cattle were around $23, the average price to farmers was around $23, 
we got an increase of around 4 million head. In other words, there 
seems to me to be, on the face of the record, evidence to lead one to 
believe that even the roll-back prices of Mr. DiSalle are still incentive 
prices to production. I am as deeply concerned about production as 
the prime answer to all of these problems as anybody, and we started 
early in the Department of Agriculture to drive for production of 
everything that had any reasonable bearing on this whole situation. 
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Senator Capenmarr. Mr. Secretary, I have no quarrel with the freez- 
ing of prices or with the roll-back, and I want to ask you this question : 
Did you recommend the roll- back, or were you opposed to it 

Secretary Brannan. I must say to you, sir, that I am in favor of the 
roll-back. 

Senator Carenart. You did favor the roll-back ? 

Secretary Brannan. Yes. 

Senator Carenarr. I think the roll-back was a mistake. I think 
the stopping of any further increase: was wise, but I think the roll- 
back was a mistake. I think you will have just as much trouble in 
rolling back cattle prices as you will have rolling back wages. As you 
know, it is almost impossible to roll back wages. 

Secretary Brannan. Senator, I would just like to elaborate and say 
this, now: That our concern in this whole problem is with whether 
the orders and administrative statements of Mr. DiSalle will affect 
or not affect production. I could not tell Mr. DiSalle that this roll- 
back would jeopardize production—I just could not do it. 

Senator Carenart. It will take the cattle industry a good 12 months 
to readjust itself as a result of these roll-backs. 

Secretary Brannan. The present roll-back, of course, will be ad- 
justed.out in very short time. 

Senator Carenart. But it will take, in my opinion, 12 months to 
readjust so that you know when you buy your feeders what you are 
going to pay for them and what you are going to be able to sell them 
for. There is going to be some confusion here over about a 12-month 
period. 

Secretary Brannan. Well, I would not argue with you-— 

Senator Carenart. This is only the effort at roll-back that has 
been made ? 

Secretary Brannan. Of course, that is Mr. Johnston’s area. 
think he says he has other efforts. 

The Cuamman. They have rolled a few things back. 

Senator Carenarr. Scrap iron. 

Senator Moopy. Just to keep the record straight, as the Senator 
from Kansas pointed out, I believe, yesterday, and made the point 
that the wage earner today could buy more than he could in 1940, 
and I wanted to reiterate I think that is a good thing, and I am sure 
you agree with that, Senator. 

Senator Scnorrret. I am on record yesterday. 

Senator Moopy. I just did not want the record to show that you 
thought that was bad, because I am sure you do not. 

Senator Scuorrret. You do not have to worry about me thinking 
that is bad. The only thing I am interested in is somebody to look 
out for these 6 million farmers, and that the fellows who are getting 
these great inflationary wages do not get a subsidy at the expense of 
the rest of the taxpayers, particularly the cattle producer. It just 
does not look like it is cricket in my ball game. 

Senator Moopy. Senator, I am just as much in favor of the farmer 
getting a good income as you are. One of the reasons for the depres- 
sion in 1932 was the fact that there was an agricultural depression for 
10 years before that and it helped to bring ‘the whole country down. 
But I would like to point out to you that in the same period that you 
mention, regarding the relation of wages and the cost of living, the 
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position of the farmers increased in an equally favorable way. As 
the figures I put in the record yesterday showed, their income in dol- 
lars more than doubled during the same period. You cited 1947 as 
your base for farmers and 1940 as your base for wages, and I just 
wanted to get that straight. 

Senator Bricker. What has been the effect of the roll-back on 
hides, Mr. Brannan, as to the supply—any at all / 

Secretary Brannan. I think it is probably a little early to say. 
Hides as such cannot be decreased or increased by a roll-back on the 
price, or the price of hides, because that is only part of the carcass. 
They are involved in the main subject we are talking about today. 

Senator Bricker. It has not been rolled back to a point where you 
think they would lose any of them for the market ? 

Secretary Brannan. I do not think so. There are only a few places 
that hides can go. 

Senator Dirksen. Mr. Secretary, do you get reports on market 
receipts every day like the markets in St. Paul and Omaha? 

Secretary Brannan. Yes, we do. 

Senator Dirksen. What has been the effect on receipts since the 
announcement of this roll back # 

Secretary Brannan. I do not know—do we have a day-by-day 
figure with us, Mr. Wells? 

Mr. We tts. No, we do not. 

Secretary Brannan. There has been a decrease, and there has been 
fluctuation. It has picked up again. 

Senator Dirksen. Has it been very substantial ¢ 

Mr. Wells, would you know? 

Mr. Weuis. As I remember, Senator Dirksen, immediately after 
the order there was a slight increase, in the following week there was 
a decrease, and I think I am correct in saying that the receipts Mon- 
day, Mr. Secretary, of cattle were heavy. I do not know what they 
were yesterday. In other words, it has been mixed, up and down. 

The Carman. Mr. Secretary, you have in this statement of yours 
gone very fully into what the Department has done and how it works 
in cooperation with the other agencies. You have gone specifically 
into the amendments which affect agriculture. I believe we have 
pretty well covered them in executive session and otherwise. The 
milk amendment you speak of and the amendment to subsidize cei 
tain processes seem to be the principal subjects. Is there anything 
that you want to direct our attention to furthering those amend- 
ments ? 

Secretary Brannan. There are two areas which we have not 
touched on, Mr. Chairman, today, and one of them is the commodity 
exchange provision and the other is the references to the change in 
the law with respect to the application of parity as a means of fix- 
ing minimum ceiling prices for farm products. 

Senator Caprmart. Are you in favor of the proposal to set parities 
for 1 year? 

Secretary Brannan. I am, Senator. 

Senator Carenarr. Can you see any harm in that? What harm 
might come from it ? 

Secretary Brannan. None. Senator, I sincerely say to you now 
that a quick glance at my statement now would show that. We are 
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proposing that the parity which prevails at the beginning of the 
marketing season for a ee commodity prevails throughout the 
season or marketing year for ceiling purposes. 

Senator Carrnart. Let me ask you a few questions. Let us take 
corn. You have been setting the parity on corn. In the past, how 
often has that changed? Let us take the last 12 months. How often 
has the parity changed on corn? 

Secretary Brannan. The parity formula for price-support pur- 

oses is fixed once a year at the begirming of the marketing season. 

e estimate it considerably in advance of the beginning of the mar- 
keting season, however. 

Senator Carenart. Have you fixed it already on corn, for example, 
this year ? 

Secretary Brannan. That is for price support or loan purposes? 

Senator Carenart. It has already been fixed for this marketing 
year on corn ? 

Secretary Brannan. Yes; it is fixed actually by statute. We have 
already announced an advance estimate. 

Senator Caprgnart. Is it higher than it was last year? 

Secretary Brannan. ‘Yes; it is higher, Senator, than it was last 
year. 

Senator Bricker. That is part of the control over your acreage? 

Secretary Brannan. No; it is the price-support operation, and 
what we specifically say this year’s corn crop loan will be so much 
in dollars and cents. 

Senator Bricker. The level at which you place that has a great 
deal to do with the amount of acreage that is planted in the crop. 

Secretary Brannan. You are right, Senator, because if it were 
at a low level they would go to some other crop. 

The Cuarrman. They know what they are going to get for a crop 
if they are going to sell it. 

Senator Bricker. We had that a few years ago—trouble getting 
that fixed, in wanting to know how much was to be planted. 

Secretary Brannan. That is right. 

Senator Carenart. That particular loan price is the ceiling at 
which the farmer knows he will never have to sell his corn at a lesser 
amount. That is what it amounts to. 

Secretary Brannan. Let us be sure we are making the distinction 
here as between a loan for price-support purposes. It is the floor 
below which he will not have to sell his corn. 

Senator Carenart. That is what I intended to say. 

Secretary Brannan. For the purposes of the Defense Production 
Act, parity is being used again in the sense as a floor below which 
Mr. DiSalle cannot roll back a price or affect the price of a commodity. 

Senator Careuart. Take corn for the last 12 months. Did you 
make any change in the parity on corn during the past 12 months? 

Secretary Brannan. Of course, there is a sue in parity as the 
costs of production 

Senator Capenart. How many times did you actually change it? 

Secretary Brannan. We announce the changes in parity. It 
changes itself because of the factors involved. 

Senator Capenart. I understand—— 


Secretary Brannan. We announce it every month for any com- 
modity. 
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Senator Carenarr. That is what I am getting at. What is the 
variation from the beginning of the 12-month period to the end; in 
other words, you made 12 announcements, and I presume each one of 
them was a little different. Give us the variation. Was it a varia- 
tion of 5 cents a bushel or 10 cents a bushel, or what was it? 

Secretary Brannan. We will probably have to give it to you in 
parity points with respect to corn. 

Senator Carenart. Because I think therein lies the answer as to 
whether or not this is good or bad for the farmer. 

Secretary Brannan. If you will permit me to say, I do not think 
that is quite the applicable or controlling factor, for this reason: 
If you fix the minimum for Defense Production Act purposes at the 
beginning of the marketing season you have on that date reflected 
in the parity figure the costs of production of that crop because the 
crop has been in process of production for many, many months, and 
therefore the cost that the farmer put in it, his fertilizer, his labor, 
his insecticides, his feed, or his gasoline, and everything has already 
gone into it. 

Senator Carenarr. You understand at the moment I do not see any- 
thing wrong with that suggestion, but I wanted to make certain, and 
I wanted to see if there is any way that is going to be harmful. At 
the moment I do not particularly see it myself. I think the proposed 
amendment is all right. I might change my mind as we go along. 

The Cuamman. What good does it do, it does not lower the cost 
of goods any, because you set the period for a loan at the beginning 
of the year, and if the parity changes, that does not necessarily mean 
that the fellow who buys it must change it. Mr. DiSalle, or who- 
ever would be in that position, would not go below parity. It is easy 
bookkeeping, I know that. But when prices are based on the floor 
on which you loan, that is the real heart of the program, is it not? 

Secretary Brannan. That is right. Of course, that is fixed as of 
the beginning of the marketing season. 

The Crarmman. I know, for a whole year. As Senator Bricker 
said, as we all know, if a fellow knows what he is going to get he 
knows the floor he will get for cotton, wheat, corn, or whatever it 
might be, upon that knowledge he goes out and farms and plants. If 
it is a lower floor he might reduce his acreage. That is the meat of 
the whole thing. 

Senator Capenart. Let us see if we can get the variation over those 
12 months. 

Mr. Wetts. Over those last 12 months, Senator, the parity index is 
up 33 points and when you apply that to the parity price for corn it 
means the parity price for the corn now as compared with a year ago 
is about 20 cents higher. That has been spread over the 12 months. In 
other words, the parity price for corn has been coming up 1, 2, or 3 
cents a month. 

Senator CapeHarT. That means then that the parity price to be 
used under this act, if we pass the Act as written, will be about 20 
cents a bushel more than it was 12 months ago, but it will remain at 
that for another 12 months. 

Mr. We ts. If you use the marketing season amendment. 

The Cuatrman. How far below parity is corn ? 

Secretary BRANNAN. Just a few cents. 
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The CHatrman. I mean the whole 20 cents would not have made 
any difference. It has been below parity, so it does not make any 
difference. Two-thirds of the crops are below parity, as you know, 
so what difference does it make whether you freeze the price at parity 
or not. Mr. DiSalle cannot freeze it until it gets above parity or at 
parity, so he can never touch corn. I come right back to what you 
said, you set the floor for the loans, so to speak, for the year, in 
advance of the crop, and that is the heart of the whole agricultural 
administrative act. We have all these people confused that work and 
do not know anything about parity levels. They think if you passed 
this law that if they freeze parity once a year that it will materially 
benefit the product that they buy. Will they benefit materially ? 

Secretary Brannan. They could some, Senator, and they could 
some without hurting the farmer at all, because the farmer of most 
crops disposes of the bulk of his crop maybe in the first 30, 60, or 
days after harvest, and then any subsequent rises in parity, to w hich 
Mr. DiSalle will have to adjust his minimum ceiling, would not re- 
flect to his benefit at all. 

The Carman. In most instances there are no places where he can 
subsequently do that because most of the crops have been below 
parity. The floor is what counts; the loan is what counts. 

Secretary Brannan. All right, Senator, but remember I do not 
know what Mr. DiSalle wants to do about some of the items that are 
very close to parity, but if he did want to put on a ceiling at 100 per- 
cent of parity, he in effect could not do it because he would have to go 
up and put it at some other level to anticipate the changes in parity. 
Asa matter of fact, Senator, under our proposed amendment, if parity 
went down he could not follow it down either, which is an attractive 
feature of the proposal. 

The CHatrman. I understand that, but the only thought is—and 
[ want to talk to you about it—the farmer stands to gain slightly, 
very slightly, because, as you say, the crops are sold between 30 or 90 
days. When it comes to market they stand to gain very slightly or to 
lose very slightly, and the farmer being a free individual, and being 
raised on the soil and living in the country, and cherishing his free- 
dom, he wants to take a chance of it going down as well as going 
up. That is what they tell me. There is a very small chance it is not 
going to do the consumer any good, because you have your floor on 
corn now. If you have a big corn crop and corn goes down it cannot 
vo down below the floor at which you are going to lend if that is 
already set for next year; is that right? 

Secretary Brannan. That is right, 

The CHarrman. There is nothing to all this except to upset the 
farmer, and the city people are going to get upset, too, if they pass 
this law, because there is nothing to it. It does not make any dif- 
ference whether it is passed or not. There is nothing appreciable, I 
should say. 

Secretary Brannan. If I may just try to clarify this a little bit, 
Senator, any proposal here does not change the parity formula in any 
way, shape or form. It is no wise an amendment of the parity 
formula. 

The CHatrman. I understand that. 

Secretary Brannan. Therefore, it does not affect the price support 
or loan basis at all. 
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The Cuatrman. I said that, and I understand that, but a lot of 
people think it is going to affect the fact that food will be a lot 
cheaper—it is not going to do that. 

Secretary BRANNAN. As you notice in our statement we touched on 
the possibility as one of the collateral reasons for doing just this. 

Senator Dirksen. Mr. Secretary, who suggested this parity freeze ? 

Secretary Brannan. Senator Dirksen, first of all, please do not call 

a parity freeze, because it does not in any wise affect parity at all. 

Senator Dimksen. It is a convenient term, as I understand that. 

Secretary Brannan. But that is what has gotten us into trouble. 
Everybody thinks that people who propose this are monke ving with 
parity, and we are not. We are the people who proposed it. I per- 
sonally will take responsibility for having proposed that amendment. 

Senator Dirksen. This is, then, a departmental amendment ¢ 

Secretary BRaNNAN. Yes, sir. 

Senator Scnoerre. Mr. Secretary, if we stabilize prices and wages, 

‘ill comparative prices be increased ? 

Secretary Brannan. Of course they cannot. 

The Cuairman. Of course they cannot. 

Secretary Brannan. And as we say in the statement, and say again 
and again, this is on the assumption that stabilization is going to be 
brought in the other areas. 

Senator Bricker. Just one more question on parity, If the parity 
is fixed for a year’s period, as you suggested in the amendment, would 
there be any other impact or effect of that proposed amendment since 
it does not affect your yearly parity for support prices, and since in the 
present law it only affects the power of the controls or the fixing of 
prices below which they cannot go. Is there any other impact it would 
have either upon the market or the farmers’ production ? 

Secretary Brannan. I do not think it would have any impact what- 
soever, 

Senator Bricker. It has no other meaning? 

Secretary Brannan. No. 

Senator Bricker. Except as applied to the present law. 

Secretary Brannan. That is right. 

Senator Bricker. It does not in any way affect your fixing of parity 
for the purposes of support prices. 

Secretary Brannan. None at all, and it does not change the parity 
formula, would not change our announcement of the parity status 
every month as we change it now. 

Senator Bricker. All it would do would be to fix the parity for a 
year’s period that would give Mr. DiSalle, for instance, the power 
to fix prices. 

Secretary Brannan. That is right. 

Senator Bricker. Below which he could not go. 

Secretary Brannan. And, of course, that is one of two factors. 
You remember in the case of beef the pre-Korean price is a factor— 
parity is not the effective minimum. 

Senator Bricker. It would not affect it one way or the other. 

Sec1 retary Brannan. You would not need to mention the word 
“parity” in the factor if you used the pre-Korean price level ex- 
clusively. 

Senator Bricker. Or whichever is higher. 
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Secretary Brannan. May I add just one sentence, Senator. I hope 
you will note that in the case of livestock and dairy products the base 
would be changed twice a year because there are two major market- 
ing seasons. 

Senator Carenarr. And on hogs particularly. 

Secretary Brannan. So you see it is not even a 1-year thing across 
the board either. 

Senator Bricker. It only takes out of those products one period of 
determining ey. ” 

Secretary Brannan. Such as wheat, which is only produced once 
a year. 

‘Geaktos Carenart. It has no effect on the amount you loan on crops. 

Secretary Brannan. None whatsoever. 

Senator Carenart. It has no effect upon parity. 

Secretary Brannan. None whatsoever. 

The CHatrman. Senator Benton. 

Senator Benton. Mr. Chairman, before we break up, I wish the 
Secretary would comment on his testimony here on page 12 about the 
need for controls on margins fortransactions on the commodity ex- 
changes similar t the kind of controls that we now have over the stock 
exchange trading. 

Have you investigated that request in the bill enough to know 
whether there will be a lot of opposition to it? Is there important 
opposition to giving that kind of control to you as Secretary of Agri- 
culture? 

Secretary Brannan. Senator Benton, there has been great opposi- 
tion to this proposal. 

Senator Benton. Is this going to be one of the difficult provisions, 
in your judgment, to get enacted into the law? 

Secretary Brannan. I think it is. 

Senator Benton. Do you want to comment very briefly as to why 
you think it is one of the important powers, elaborating in any way 
on your prepared statement ? 

Secretary Brannan. The Defense Production Act, Senator, and 
Mr. Chairman, of course is designed to stem inflation. One of the 
most inflationary influences in the whole commodity market is, of 
course, the speculative activity which comes in from time to time, as 
distinguished very clearly from the legitimate hedging operation. 
Therefore, we have suggested that if we want to remove one of these 
stimuli to higher prices in the commodity exchanges, that the device 
which has been used a long time in the industrial or stock exchanges 
be applied here. My own feeling is that if the law, as suggested, was 
enacted, it probably would not be used very much because then the 
exchanges would act themselves. 

The CHarrman. Have the exchanges required higher margins in 
the last 2 years? 

Secretary Brannan. Yes, Senator Maybank, about the time when 
this proposal came up once before to the Congress there were some in- 
creases in the margins of various markets. There have been since 
that time some decreases of the margins of some markets. 

Senator Benton. Mr. Secretary, a previous witness brought out 
that the margin requirements had only gone up about 15 percent, if 
I recall it properly, and there was a table submitted in the record here 
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showing the extent to which trading had gone up, as well as prices. 
Was not the power to control margins given to the Secretary of Agri- 
culture in the last war? 

Secretary Brannan. No, sir. 

Senator Benton. It has never been given, it is a new power? 

Secretary Brannan. I do not think we had power to control mar- 
gins on general commodity markets. 

Senator Benton. Do you not regard it as one of the most important 
provisions being requested in the ‘act? 

Secretary Brannan. I certainly do. 

Senator Benton. That is all I lies, Mr. Chairman. 

The Cuarrman. Let me make this statement: We will recess until 
2:30, and the meeting this afternoon will be in the old Supreme Court 
room, so we can go to and from the Senate floor. 

Senator Benron. Who are the witnesses this afternoon? 

The Cuatrman. The Housing Expediter, Mr. Woods, and his as- 
sistants. 

Senator Benton. I am very taken with Mr. Brannan as a witness 
this morning, and with this paper which I have read. I think he has 
made an excellent presentation. I do not think he goes far enough 
in his request for power on the subsidy question, because I share his 
views that if he needs the power it will be too late to get it and he 
will not be able to come up here and get the power and the appro- 
priations in time to properly exercise that kind of needed power. 
I hope you will continue to examine that question further before this 
bill is finally enacted. 

The Cuatmrman. Mr. Secretary, I certainly appreciate your testi- 
mony, too, but I cannot go as far as my good friend from Connecticut 
has gone, that you should have asked ‘for more power insofar as sub- 
sidies are concerned. But I do say this: As far as I am concerned, I 
was delighted to get your ideas on subsidies, not only on the process, 
but on the other things. It certainly cleared my mind up on a lot of 
things. 

Senator Scuorrret. Mr. Secretary, I would like to ask you just one 

uestion about these commodity prices. I am wondering why, with 
the exchanges going the way they are now, wheat, corn, and some of 
the other commodities, are quoted below the parity figures, so it could 
not have had too much influence up to now, could it ? 

Secretary Brannan. No, but you and I do remember two quite wide 
fluctuations in wheat over the period of the last 3 years. You cer- 
tainly do remember the wide fluctuations, and that is the mildest term. 
In soybeans last year there have been some real 

Senator Scuorrret. That was based on some short supply and the 
anticipation of some pretty heavy purchases along certain lines from 
certain groups. 

Secretary BRANNAN. That is right. In other words, perhaps there 
really never is a completed unwarranted activity on the market. 
There is some basis for it, but the difference in supply in the soybean 
market or the wheat market was subsequently developed by the fact 
that they came right down again. There was not a justification for it. 

Senator Bricker. It is your opinion that the trading on the com- 
modity exchanges does affect the price to the consumer ? 

Secretary Brannan. It does affect the price to the consumer, be- 
cause the price to the consumer follows the market up. 
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The Cnarrman. And down. 

Secretary Brannan. It does not follow it down nearly as fast. 

‘ine CuarrMan. If there are no further questions, Mr. Secretary. 
we thank you very much. 

(Mr. Brannan’s prepared statement follows :) 


STATEMENT OF CHARLES F. BRANNAN, SECRETARY OF AGRICULTURE 


As the starting point of my testimony on Menday of this week before the 
House Committee on Banking and Currency.with regard to the same matters you 
are now considering, I presented a reasonably concise record of actions taken 
by the Department of Agriculture under the Defense Production Act and my 
views on the need for extension and strengthening of the act. It seems appro- 
priate to present the same summary for your consideration. 

In view of the fact that the President, Mr. Wilson, and others have stated the 
need and reasons for extending the act, I shall only say on that point that I agree 
thoroughly—we must get on with the job of girding for defense against the most 
awesome threat that mankind has ever faced. 

With that understanding, I will use this time to give an accounting of our 
use of authorities under the act and then to give you the major facts supporting 
the recommended amendments which relate directly to functions of the Depart- 
ment of Agriculture. 

In order to put in perspective the individual functions of the Department of 
Agriculture under this act, it is necessary to recognize two general facts: 

First, food and fiber are vital elements in both military and economic mobili- 
zation. It is implicit in the act that agriculture is a basic industry, which must 
be kept strong and productive. Our military and industrial efforts depend upon 
that. It is also recognized that agriculture in turn is dependent upon other 
segments of our economy. 

Second, the Defense Production Act does not attempt to give us a blueprint 
for agricultural mobilization. It supplies several key powers not provided by 
any other statutes. As a matter of fact, some of the most important elements 
in agricultural strength derive from long-established programs, such as those 
which provide for storage of safe reserves, improvement of the soil, rural electri- 
fication, credit, research and education, and other aids to efficient production and 
marketing. In my opinion, the task which lies before the American farmer is 
second only to the most vital part of the military effort. 

We have not found it necessary or advisable to set up a new agency to handle 
the mobilization program, Rather, we have adapted our operations to meet 
current mobilization objectives and have integrated into a going concern the 
new functions arising from the Defense Production Act. 

In general, these new functions can be described as follows: We develop 
food and fiber requirements and, if necessary, allocate those materials among 
military, civilian, foreign and other groups. We act as official claimants for 
metals, chemicals and other materials on behalf of food and fiber producers, 
processors and certain related groups. Those are the two main jobs. We 
also perform many services relating to food, fiber and forestry for other defense 
agencies. 

REQUIREMENTS AND ALLOCATIONS 


We have set up in our Production and Marketing Administration an Office of 
Requirements and Allocations. Drawing on other agencies and branches of 
the Department for statistics, other information and cooperation of personnel, 
this office determines how much of various agricultural products we need and, 
in case of any possible shortage, how the supply should be divided up. 

The requirements estimated by this office, together with the Department's 
combined knowledge of available cropland and other factors relating to pro- 
duction capacity, become the basis for production guides to help farmers gear 
their plans to national needs. 

Our production goals for 1951 call for the greatest total volume in history— 
45 percent more than the 1935-39 average. In 1950 the volume was 37 percent 
above the prewar level. The big increases we suggested were in cotton, corn, 
wheat, and rice with substantial increases also in truck crops. In order to 
get more of those crops, farmers this year need to use less land for potatoes, 
flaxseed, and oats. W eare emphasizing feed crops, especially corn, and urging 
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all possible improvement in yields of grass and hay crops in order to meet the 
increasing demands for livestock products. 

Along with determining requirements, we have found it necessary to take 
some steps to conserve supplies through control of exports. Before the Defense 
Production Act was passed, it became necessary to control exports of sugar 
and molasses under the Export Control Act of 1948. Since enactment of the 
Defense Production Act, export allocations have been placed on sugar and 
inedible molasses, and export controls or licensing orders have been placed upon 
cotton, cotton linters and linters pulp, cotton waste, wool in various forms, rosin, 
turpentine, and strategic oils. Our work in the export control field is done 
cooperatively with the Department of Commerce, which exercises the licensing 
authority. 

Under our food-allocating authority, which is similar to the materials allocat- 
ing authority of Defense Production Administration, we review the requirements 
of the military, foreign, industrial, and civilian users and of the territories and 
possessions. 

We have also delegated to the Economic Stabilization Agency authority to 
exercise Slaughter and distribution controls with respect to meat. 

We have in effect only two Defense Food Orders, and one of those concerns 
a product which most of us would hardly class as a food. It is castor oil. 
Inventories and uses of this product are restricted. The second DFO provides 
for the setting aside of processed foods, when necessary, in order to meet essen 
tial requirements. The only action under this order to date is a set-aside of 
canned vegetables for military purchase. 


MATERIALS AND FACILITIES—CLAIMANT FUNCTION 


In connection with our function as claimant for materials and facilities needed 
in farm production, processing, and certain phases of distribution, we have 
established in PMA an Office of Materials and Facilities. 

Farms today are highly mechanized and more than ever dependent upon in 
dustrial products. They have more than twice as many tractors as they had at 
the time of Pearl Harbor. They are using more than twice as much fertilizer 
and four times as much lime as in the prewar years. They use more gasoline, 
tires, chemicals of many kinds, farm equipment, and repair parts. Without 
enough of any of these items, farm production is bound to decline. 

We have been aggressive claimants, concerning ourselves not only with stating 
requirements but also with problems in the allocating procedure and increases 
in production capacity so that there will be more materials available. For 
example, we have been aggressively interested in the production, utilization, and 
conservation of sulfur and sulfuric acid. 

There are many unsolved problems in this field which require the daily atten 
tion of myself, the Under Secretary, and our immediate staff in addition to al! 
that can be done by the Office of Materials and Facilities and the other agencies of 
the Department that are called upon for information and other aid. 


FORESTRY ACTIVITIES 


Our Forest Service has special duties as a result of the Defense Production 
Act. Under an arrangement with the National Production Authority, it makes 
recommendations with respect to forest products loan applications and tax 
amortization applications, makes special studies and reports needed by NPA in 
connection with its work in priorities and allocations, expansion of production 
eapacity and supply, and like programs, 


PRICE WORK 


Another function of the Department, through a small Office of Price, is the 
computation of legal minimum prices of agricultural commodities according to 
the formula in the act. These computations are necessary in connection with 
establishment of ceilings on agricultural products by the Office of Price Stabiliza- 
tion, That agency cannot set a ceiling lower than the minimum computed under 
terms of the act. Generally speaking, the minimum is either the parity price 
or the highest price received by producers during the month preceding the Ko- 
rean outbreak. 

On January 26 we announced United States average legal minimums for 165 
agricultural commodities—all the commodities for which the Department eal- 
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culates a parity price. Since then revisions have been made on a monthly basis. 
Adjustments, as required by the law, for grade, season, and location differentials 
are being made continuously. 

MANPOWER 


We have also done a great deal of work in the manpower field in connection 
with this act and other legislation. We have effected an arrangement providing 
for official consultation between draft boards and our agricultural mobilization 
committees. On the basis of our representations, the Secretary of Labor has 
added farm operators and essential help to the official List of Critical Oecupa- 
tions. This action became effective April 23. The list is used as a guide by the 
Defense Department in granting delays in Call to active duty of reserves. It 
has also been transmitted to Selective Service Boards for their information in 
considering deferments. 


STOCKPILING, TRANSPORTATION, OTHER RESPONSIBILITIES 


Stockpilingsand other procurement work for defense agencies are carried on 
by Commodity Credit Corporation under authority of the Defense Production 
Act and prior legislation. Early in the emergency period, CCC held certain of 
its stocks of cotton, cotton linters, cottonseed, and naval stores for orderly dis- 
tribution and preferred uses. CCC has bought wool for the Army from foreign 
sources, is buying long-staple cotton, and has continued to make barter arrange- 
ments such as trading wheat to Belgium for industrial diamonds. 

At the request of the Defense Transportation Administration, we have made 
recommendations dealing with efficient use of port terminals in bulk grain ex- 
ports. Well over 300 permits have been issued, establishing preference and 
priority in storage and handling of grain in port terminals. 

In cooperation with the civil defense authorities, the Department has made 
a field survey of normal food inventories carried in large metropolitan areas, 
and the Bureau of Human Nutrition and Home Economics has prepared a hand- 
book on emergency feeding. 

In addition to the forestry applications for tax amortization and production 
capacity loans, which I mentioned, the Department handles similar applications 
in certain other fields. 

In accordance with the act, we have established 30 industry advisory com- 
mittees, 

Our research agencies have undertaken a number of special jobs for military 
and other defense organizations in addition to redirecting some of their regular 
work for defense purposes. 

The act has also greatly increased the work of the Bureau of Agricultural 
Economics, the Office of Foreign Agricultural Relations, the Office of the Solici- 
tor, the Office of Information, the Office of the Secretary, and other agencies and 
staff offices. 

I should like next to discuss the proposed amendments with which I am most 
directly concerned. 


AMENDMENT OF PARITY PROVISION 


The first of the amendments I should like to take up is that which deals 
with the use of parity for price-control regulations. 

This is covered in the bill before you in the latter part of section 104 (b). 
The amendment provides that the parity price used for establishing the minimum 
ceiling price for an agricultural commodity shall be the parity price for the 
commodity prevailing at the start of its current marketing year or season, rather 
than the changing parity price which is published from month to month. Thus, 
for ceiling price purposes, the parity price of an agricultural commodity at the 
beginning of the marketing season would remain in effect until the beginning of 
the next marketing season. 

Let us examine the application of this proposal—whether or not it is fair to 
farmers. Most of the investment made by a farmer in his crop is already reflected 
in the parity calculation by the time the marketing season starts. If prices 
paid by the farmer for production supplies used to grow the crop went up during 
the growing period, those increases would be reflected in the parity used in com- 
puting the legal minimum ceiling. Furthermore, most of a crop is sold soon after 
it is harvested. Thus, if ceilings were increased later in the marketing season, 
persons other than farmers would get most of the benefit. If parity increased by 
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the time another marketing season rolled around, the ceiling would of course 
be adjusted upward for the new crop. 

The proposed change would simply apply to the price-control program the 
same principle of administration which has been found essential in the price- 
support program—the principle that the price standard must be stable long 
enough to permit farmers and business firms to make plans and carry on their 
operations. It makes for simple administration and we have found it very 
workable in price-support programs. 

This change would not in any way affect the other parts of the legal minimum 
provision. Parity would still be the minimum below which no ceiling on any 
agricultural product could be established. It would not keep any commodity 
which is below parity from rising to parity. That principle would not be 
changed. The parity formula would not be changed. Parity would still be 
computed as it is today. The amendment would simply hold the legal minimum 
for purposes of the Defense Production Act, stable for each agricultural product 
for a marketing season so that firm ceilings could be established and made known 
to the people concerned for a full season. For most field crops the marketing 
season would run for a full year starting at the time of harvest, while for com- 
modities produced continuously, such as livestock products, we would probably 
divide the year into two marketing seasons. 

Much of the criticism of the parity standard for price control has been based 
on the fact that parity is a continuous, month-by-month moving level, BHven 
well-intentioned people have misinterpreted this to mean that the parity standard 
amounts to built-in inflation. They are mistaken, of course, and should realize 
that parity can go down as well as up, that it follows rather than precedes 
changes in prices that farmers have to pay. But be that as it may, this amend- 
ment will do much to eliminate the arguments and enable people to better under- 
stand and support the price control provisions. 

The other side of the coin is the comparable disadvantage in rejecting this 
proposed change. People who have been fighting the parity principle would 
renew their contention that farmers and their leaders are seeking special priv- 
ilege or working against an effective stabilization program. This would be most 
unfortunate. Lately, attacks on the entire parity principle seem to have sub- 
sided. I think we have made some headway in our effort to show how fair 
the principle is. 

We have shown that there has to be some kind of a standard below which 
ceilings cannot be imposed and that for farm products parity is the fairest avail- 
able. Business and labor are protected by similar standards. We have shown 
that farmers are less well paid for their labor, their investment, and their man- 
agement than are any other comparable groups. Farm income is just now re- 
gaining the ground it lost in three recent years while nonfarm income was staying 
high or gaining. We have shown that food is a better bargain in relation to 
wages and business profits than in prewar years. We have shown that if farm 
products which are now below parity were to increase to parity, this change 
would have very little effect on the cost of living. We have also shown that 
any upward movements in parity reflect failure to hold down the prices of 
goods and services that farmers have to buy. : 

Farmers have as much at stake in the fight against inflation as anybody in 
this country. I do not believe they want any class exemption from the stabiliza- 
tion effort. On the contrary, I believe they want to contribute their full part in 
the stabilization program as well as in all other phases of our national mobiliza- 
tion. They are subject to being gouged even more injuriously than are most 
people. They need a stabilization program that really works. All they ask is 
that comparable actions will be taken in other fields of the economy. 

In recommending this amendment to you, I point out that it is not an isolated 
measure but part of a strong effort to tighten up all our defenses against inflation 
throughout the whole economy. 


AMENDMENT TO MILK PRICING PROVISION 


In the same section of the bill to which I was just now referring, there is 
a proposed change in the special pricing standard for milk. 

The purpose of both the original language and the amendment is to provide 
similar treatment in case of price ceilings for all fluid milk whether sold in a 
federally regulated market or in a honfederally regulated market. The amend- 
ment would substitute a relatively simple and workable formula for one which 
we believe to be very difficult if not impossible to put into effect. 
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The provision now in the act apparently contemplates the imposition of ceilings 
by individual marketing areas, with the legal minimum prices based upon parity 
prices for fluid milk in each such area and the average prices received for fluid 
milk in each such area. 

It is extremely complicated and time consuming, if not impossible, to compute 
parity for fluid milk, average farm prices received during the base period, and 
current farm prices for each such marketing area in the United States. The 
Department does not have, or does it know of, readily available sources of ade- 
quate data to make such computations. 

Furthermore, the base period standard for nonfederally regulated areas re- 
quires that ceiling prices for fluid milk insuch areas must not be less than 
“prices which in such marketing areas will bear the same ratio to the average 
farm price of milk sold wholesale in the United States as the prices for such 
fluid milk in such marketing areas bore to such average farm prices during the 
base period.” This provision ignores the difference in standards applicable to 
fluid milk sold in federally regulated and nonfederally regulated areas. The 
result probably would be maladjustments of supplies in the industry and provide 
an inflationary trend. 

To summarize, we do not have and do not believe we can get reliable data 
that would be required by the formula in the law; the provision is therefore 
probably impossible to administer; and if it could be put into effect the resulting 
prices probably would not be consistent with the stabilization objectives of 
the act. 

Under the amendment, legal minimum prices for fluid milk in any nonfederally 
regulated milk area would be determined in the same manner as the legal 
minimum prices for any other agricultural commodity. In addition, the pro- 
posed amendment requires that whenever the Secretary of Agriculture determines 
that the prescribed minimum ceiling prices for such milk are not reasonable in 
view of the price of feeds and other economic factors, the Secretary shall 
determine such price as he finds will reflect such factors, insure a sufficient 
quantity of pure and wholesome milk, and be in the public interest; and no 
ceiling price shall be below the price so determined. 

The proposed amendment would extend to milk producers in nonfederally 
regulated areas substantially the same benefits and protection as are accorded 
under the act to producers within federally regulated areas. 


AMENDMENT FOR CONTROL OF COMMODITY SPECULATION 


Now let us consider the amendment which would authorize control of margins 
for speculation on commodity futures markets. This is found on page 35, starting 
with line 20 in the bill. 

The President said of this proposal: ‘Whenever the speculative fever hits these 
markets, we should be able to dampen it promptly with reasonable requirements 
for minimum margins. This is the same kind of authority which the Federal 
Reserve Board now exercises in respect to the stock markets.” 

It is interesting to note that we have controls on margins for transactions on 
the stock exchanges, which amounted to $17 billion last fiscal year, and have no 
margin control on futures trading in commodities, which amounted to more 
tone $32 billion in the same fiscal year (counting only those commodities covered 
by the Commodity Exchange Act). 

The proposed regulations would not apply to hedging transactions but only 
to speculative transactions in commodity futures. 

Low margins make speculation in commodities attractive. Speculators some 
times come into the markets in a mass movement, buy on margin, and run 
prices up to unrealistic levels. This is a constant inflationary threat. At present 
the Government is in the position of telling people they must make a. down 
payment of one-third to buy a car while at the same time they can buy a carload 
of butter with a deposit of less than 6 percent (whatever the exchange itself 
requires). As of April 30, you could buy a 5,000-bushel wheat futures contract 
by putting up $1,250 margin, just 25 cents a bushel. With $1,000 you could pick 
up a contract for 14,400 dozen eggs—that’s about 7 cents a dozen. 

I do not necessarily imply by making these particular comparisons that these 
or other margins should always be higher, and I am not expressing an opinion 
as to whether they are too low right at this time. I do want to point out that 
we should be able to raise margin requirements when speculation in a particular 
commodity or group of commodities is causing erratic daily price fluctuations, 
creating unstable conditions and building up inflationary pressures. 
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Even temporary price increases on the commodity exchanges hurt consumers 
because they are quickly reflected in consumer prices. Subsequent drops in 
futures prices are usually reflected more slowly in consumer prices. 

The Senate Committee on Agriculture and Forestry, after investigating price 
spreads in coffee last summer, recommended that coffee trading should be made 
subject to the Commodity Exchange Act and urged measures both by the ex- 
change and the Congress to curb excessive speculation, which the committee 
considered to be a cause of high coffee prices to consumers. Under this amend- 
ment, control over margins in coffee trading would be authorized. 

It is sometimes argued that price ceilings make margin controls unnecessary 
because futures trading dries up when ceilings are in effect. However, since 
ceilings were established on seven commodities covered by the Commodity Ex- 
change Act, trading in all but one has been going on at rates ranging from about 
the same as in the comparable period last year to a rate substantially higher. 
The single exception is soybeans, in which trading was greatly inflated in the 
comparable period last year. 

Currently, there is a great deal of activity in the commodity futures markets. 
In the first 3 months of this year, grain trading was up a third over the same 
period last year. Trading in eggs was up well over 100 percent. Cotton trading 
was suspended nearly half of the quarter-year because of unsettled questions 
regarding price regulation, but the trading volume in all markets totaled 13.1 
million bales compared with 15.2 million bales in the full first quarter of 1950. 

We have needed margin controls for speculative transactions in the com- 
modity futures markets for a long time. We need them particularly now while 
inflation is one of our most dangerous enemies. 

We have restraints on bank credit, installment credit, and stock-market 
transactions. I have yet to hear any plausible reason for exempting the com- 
modity futures markets. 


DIFFERENTIAL SUBSIDIES AMENDMENT 


The final amendment on my list is the one referred to by President Truman 
as the third point in his summary of the message of April 26. He summarized it as 
an amendment that would: 

“Permit the use of differential subsidies to obtain essential production from 
high-cost sources of supply without increasing price ceilings.” 

The proposal is found in this language, which is a part of section 103 of 
this bill: 

“(c) If the President finds— 

“(1) that under generally fair and equitable ceiling prices for any ma- 
terial, there will result a decrease in supplies from high-cost sources of such 
material, and that the continuation of such supplies is necessary to carry 
out the objectives of the Act; or 

“(2) that under ceilings on products resulting from the processing of agri- 
cultural commodities, including livestock, which allow a generally fair and 
equitable margin for such processing, certain high-cost processors will be 
unable to maintain production, and that continued supplies from such proc- 
essors are necessary to carry out the objectives of the Act; or 

“(3) that an increase in cost of production, distribution, or transportation 
is temporary in character and threatens to impair maximum production or 
supply in any area at stable prices of any materials, he may make provision 
for subsidy payments on any domestically produced material * * *” 
(and so on through the statement of conditions and aims). 

Although this is only a stand-by power, I regard it as an important provision. 

That portion listed as (3) conceivably might prevent liquidation of livestock in 
an area plagued by a temporary shortage of feed. 

The Defense Production Act provides that ceilings must allow fair margins 
for processors. We recognize that margins vary considerably among different 
groups of processors and, thus, at times it might be far cheaper for the country 
to make limited use of subsidies than to raise ceilings in order to provide fair 
margins for a few processors caught in a squeeze. A possible example is that of 
nonprocessing cattle slaughterers. The small operators who do no processing 
beyond slaughtering and selling fresh beef have more difficulty living under uni- 
form ceilings than those who have additional sources of profit as a result of 
processing operations. A program of this type was in effect in World War II on 
beef and, we understand, was applied to some 700 firms. 
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Authority for such incidental subsidies should be provided on an as-needed 
basis. 

I also believe that it is necessary to change the procurement authority of sec- 
tion 303 in order to remove the prohibition on importing agricultural commodities 
for purposes other than stockpiling or industrial uses. This would allow the im- 
purtation of these commodities at a loss when the price in the world market is so 
high that resale at the world price would add to the inflationary pressures in 
this country. This, too, would be for use on a stand-by basis. 


IN CONCLUSION ~ 


In conclusion, let me emphasize my belief that our Nation—indeed, civilization 
itself—is still in peril because of the aggressive designs of international com- 
munism. So far we have averted a third world war and have thwarted com- 
munism in many of its attempted advances. We have done much that is right; 
we must not now leave undone those things which we know ought to be done. We 
can obtain an adequate measure of security against possible full-scale aggression 
only by completing our mobilization and controlling inflation quickly. We can be 
stopped by our own negligence in dealing with the problems of defense production 
and economic stabilization. At this moment, our answer depends upon the ex- 
tension and strengthening of the Defense Production Act. 


(The following statement, to the House Agriculture Committee, 
was printed in the record: ) 


STATEMENT OF CHARLES F. BRANNAN, SECRETARY OF AGRICULTURE 
Some Facts RELATING TO CURRENT MEAT SITUATION 


My object here today is to lay before the committee some facts relating to the 
current livestock and meat situation, with particular reference to beef cattle and 
beef. I invite you to go over these facts with me, much as I have gone over them 
myself in the past few weeks. In my opinion, they lead to definite conclusions 
on some points ; on others, the best information available to us leaves reasonable 
doubt. I feel sure that you will want to consider the facts first and the con- 
clusions second. 

The most immediate problems in this field relate to beef cattle and beef. But 
these problems must be considered in relation to the total livestock numbers of 
- all classes and kinds, the current and prospective feed supplies, and the present 
and future demand for meats as a group. I shall present facts relating to the 
supply of meat, including trends and potentials of livestock production; to the 
demand for meat; and to recent changes in meat and meat animal prices. 


OUR MEAT SUPPLY—TRENDS AND POTENTIALS 


Our meat supply rests upon our production of meat animals ready for slaughter. 
Each class of meat animals has a distinctive pattern of production which deserves 
attention separately. 


Beef cattle 


Cattle numbers have been increasing since 1948 (table 1). Judging by past 
experience (fig. 1), this trend could carry cattle numbers to as much as 95 or 
more million head within 4 or 5 years, at the end of which time beef marketings 
could be at least 15 percent higher than at present. The previous record for 
total cattle numbers was 85.6 million head in 1945, and the. level in January this 
year was only 1.4 million below it. The beef-cattle breeding herd this year is 
the largest or record. 

While cattle numbers are being built up, current slaughter can increase only 
gradually. Thus, beef production next year could be 2 to 5 percent higher than 
in 1951 without arresting the uptrend in numbers. But greater slaughter than 
this in 1952 would mean iess beef in subsequent years. Our human population 
has been increasing about 144 percent a year during the past decade, and a 
steady uptrend in beef production will be needed to maintain or increase our 
per capita supplies in the future. 

The rate of increase in cattle numbers seems to be influenced by the rate of 
change in cattle prices as well as by their absolute level. During 1949, when 
the farm price of cattle averaged $19.90 per hundredweight, producers added 
1.8 million head to their herds. During 1950 the farm price of cattle averaged 
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$23.10 per hundredweight, and producers increased their herds by 4.1 million 
head, or 5 percent. It seems quite evident that the level of prices last year 
was adequate to encourage cattle production, and that the January 1951 price 
level of $27 was even more favorable. We must bear in mind the fact that num- 
bers are increased at the expense of holding current slaughter below the current 
ealf crop and, in general, below the current rate of liveweight cattle production. 
Hence, it may turn out that we will slaughter somewhat more beef over the next 
year or two, and somewhat less 3 to 5 years hence, than we would have had 
without the recent price order. It is too early to be sure of the answer, and 
we shall have to watch developments in cattle marketing and production closely 
during the months ahead. 

Cattle get the bulk of their feed from range and pasture. The projected in- 
crease in cattle numbers cannot be maintained safely unless backed by the most 
eareful attention to grassland management. Also, to-take maximum advantage 
of the expected increase in cattle numbers, larger quantities of grain would be 
required for Corn Belt and other feeding operations. During 1950-51 feeder 
cattle will consume about 11 percent of all corn fed to livestock of all types 
and classes and over 7 percent of all feed concentrates (table 3). If grain sup- 
plies are limited, we will be faced with a choice between the alternatives of 
feeding a larger number of cattle to Good or Choice grade and carrying smaller 
numbers to a higher finish. 

Hogs 

Both spring and fall pig crops have increased for three successive years. The 
spring crop rose from 51.3 million head in 1948 to 60 million in 1950, and a 
1951 crop of 63.5 million head was indicated by farmers’ intentions as of De- 
cember. The fall crop increased from 31.3 million head in 1947 to 40.7 million 
in 1950 and may equal that level again this year. 

The 1951 spring pig crop will probably be second only to the all-time record 
of 1943, and the fall pig crop will exceed all earlier peacetime crops with the 
possible exception of 1950 (fig. 2). But greater hog numbers also mean greater 
requirements for grain. In 1950-51 hogs are consuming nearly half-of all corn 
fed to livestock, or about 37 percent of all feed concentrates. 

It is worth bearing in mind that the production cycle for hogs is much shorter 
than that for cattle. Hog numbers contract sharply when grain supplies are 
short, and they can also be expanded rapidly when grain supplies are ample. 
Sheep and lambs 


Sheep numbers increased during 1950 for the first time in nearly a decade 
(table 2 and fig. 3). The recent upturn is promising for future production of 
both meat and wool.. But lamb and mutton provide less than 3 percent of our 
total supply of red meat currently, and have rarely provided more than 5 
percent of the total in years past. Like cattle, sheep get most of their feed from 
range and pasture. 

Sheep numbers declined steadily from their record level of 56.2 million head 
in 1942 to a low of 30.7 million last year. The number on January 1 this year 
was 31.5 million, or 2 to 3 percent above the 1950 low. 


Chickens and turkeys 


Poultry meat is frequently overlooked in discussions of the meat situation. 
Lut chicken and turkey are recognized by consumers as alternatives to red 
meat in planning meals. Also, poultry production can be expanded even more 
rapidly than that of hogs if grain supplies are adequate and prices favorable. 
During the current year chickens and turkeys are consuming about 22 percent 
of our total feed concentrates. A little over half of this feed, however, must 
be charged to egg production rather than to poultry meat. 

Total chicken and turkey production increased substantially from 1948 to 
1950, and some further increase may be realized this year. 

The total livestock and feed balance 

Total numbers of grain-consuming livestock have been trending upward 
since 1947, and a further increase is expected during the coming year. Total 
disappearance of feed grains this year will exceed the 1950 production, and unless 
grain yields in 1951 approach record levels we will dip into our reserves again 
during 1951-52. 

The Department has asked farmers to try for the maximum feasible produc- 
tion of feed this year. This is prerequisite to any general expansion of pork, 
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chicken, turkey, and egg supplies above current levels. Livestock-feed price re- 
lationships during the past year have been moderately favorable to expansion 
of livestock production. 

But, of course, favorable feed ratios cannot be maintained very long unless 
ample supplies of feed are also maintained. Until 1951 crop production is better 
known, further increases in hog production beyond those which are already under 
way cannot be encouraged with complete safety. If corn yields are average or 
below average this year, the livestock expansion now in process may have to be 
reexamined with reference to maintenance of some strategic feed reserves in 1952. 

A moderate increase in beef production next year appears likely. Pork pro- 
duction from October 1951 through March 1952 will be higher than during the 
same period of 1950-51. Any further expansion will depend on feed grain 
production in 1951. 

Table 3 shows that beef.cattle, although of about equal importance to hogs in 
total meat production, use only a third as much grain and other concentrated 
feeds. To a considerable extent cattle production can be increased without 
increasing our acreage of soil-depleting crops. This underlines the importance of 
the Department's grassland program as a means of reconciling our needs both 
for meat production and for soil conservation. 


TRENDS IN CONSUMPTION AND DEMAND 
Consumption 


Trends in total meat and poultry production and in per capita civilian con- 
sumption of meat and poultry as a group are shown in table 3 and figure 4. Recent 
figures for the several types of meats are shown in table 5. 

Per capita consumption of meat and poultry combined in 1950 was up 30 pounds, 
or 20 percent, over the 1935-39 average. Consumption of red meat was up nearly 
20 pounds (15 percent) per person, and that of poultry was up 10 pounds, or 
oO percent. 

Meat production increased rapidly during the early years of World War II, 
helped out by favorable weather for feed production and by heavy drafts upon 
the reserves of corn and wheat which we had accumulated before Pearl Harbor. 
In spite of large military and lend-lease takings, per capita civilian consumption 
of meat in 1944 was 22 percent higher than the prewar (1935-39) average. Most 
of the increase in civilian consumption came from pork and chicken. Beef 
consumption was about the same as in 1935-39. 

Total meat production trended downward after 1944, but so did military and 
lend-lease takings. Per capita civilian consumption reached a peak of 155 pounds 
in 1947, then declined to an average of 144 to 145 pounds during 1948-50. The 
1947 peak was based to a considerable extent on beef resulting from liquidation 
of over 3,000,000 head of cattle. Beef and veal consumption dropped 10 percent 
from 1947 to 1948 and has remained fairly stable at the lower level ever since. 
Total beef and veal production has been increasing at about the same rate as our 
population growth, and per capita supplies during 1951 are expected to be about 
the same as last year. 

Pork consumption per capita increased 3 percent from 1949 to 1950, and is 
expected to average another 4 or 5 percent higher in 1951. 

Consumption of chicken and turkey expanded rapidly during World War II 
and remained high afterward. Per capita consumption increased by 5.2 pounds 
(nearly 20 percent) from 1948 to 1950, and supplies in 1951 are expected to equal 
or slightly exceed the 1950 level. 


Demand 


The demand for meat has increased since prewar mainly because of the high 
level of national income and employment which has prevailed in recent years. 
A study made by RHNHE in 1948 indicated that families with incomes above 
$3,000 consumed a fourth more meat per person than those with incomes of 
$2,000 or less (table 6). 

Beef has long been a preferred meat among American consumers. Pork con- 
sumption per person is little higher among high-income families than among 
those with moderate incomes, although high-income families use more of the 
relatively expensive cuts. Beef consumption increases very rapidly with family 
income, and demand for the more expensive cuts rises still faster. 

If we relate the facts shown in table 6 to the per capita consumption trends 
in table 5, we can see why beef and cattle prices have risen so much faster than 
those of pork and hogs in recent months. Consumers’ preferences, backed by 
rising incomes, have exerted a stronger pull upon beef than upon pork during 
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the past year. Pork supplies per person have increased 4 or 5 percent, largely 
offsetting the effects of increased demand. On the other hand, the supply of 
beef per person has remained about constant, so that the full force of increased 
demand has expressed itself in price rises and pressures upon price ceilings. 

Probably the sharpest increases in meat purchases occur among families in 
which the breadwinner has just shifted from unemployed to employed status. 
To the extent that the defense program means still further increases in employ- 
ment and average hours worked, demand for meat will continue to rise during 
the months ahead. 

Changes in consumer income from year to year are associated with roughly 
proportional changes in their expenditures for meat. Figure 5 shows this rela- 
tionship for the 1929-50 period. In 1950 the average consumer's income, after 
taxes, was 214 times as large as in 1935-39. The retail value of the meat he 
consumed was also 24 times the prewar (1935-39) level. 

Since 1950, consumer expenditures for meat have risen in about the same pro- 
portion as consumer income. In January-March 1951, consumers were spend- 
ing about 5.8 percent of their income for meat compared with an average of 
5.6 percent during 1950. With employment and production expanding, consumer 
incomes at the end of 1951 will likely be several percent higher than they were 
when the January freeze was placed upon meat prices. 

Cut-backs in the production of consumer durable goods this year also may 
contribute to a stronger demand for meat. In 1947, when consumer durables 
were far short of demand, consumers spent 6.4 percent of their incomes for 
meat as against the 5.8 percent spent in January—March this year. 


RECENT CHANGES IN PRICES OF MEAT AND MEAT ANIMALS 


Table 7 summarizes the changes which occurred in retail meat prices. and 
in consumer incomes between June 15, 1950, and March 15, 1951, the 
date for which some of the series are available. 

Prices of hogs and cattle dropped sharply from 1948 to 1949. During the 
spring of 1950, well before the outbreak in Korea, meat and meat animal prices 
had started to move up. This was due primarily to an increase in employment 
in the general economy, following the moderate recession of 1949. 

The Korean outbreak accelerated the business expansion which Was already 
under way, with the result that total consumer income increased more than $20 
billion (11 percent) between April—June 1950 and January-March 1951. Be- 
tween June 1950 and March 1951, retail food prices rose an average of 11 per- 
cent and nonfood prices (including slow-moving items such as rent and utilities) 
increased about 7 percent (table 7). Average retail meat prices rose 10 per- 
cent during this period, about in line with consumer income. Average hourly 
earnings of factory workers increased about 8 percent, so that the purchasing 
power of an hour’s work in terms of meat declined very slightly (table 8.) Week- 
ly earnings rose a little more than hourly earnings due to an increase in average 
hours worked per week. 

Retail beef prices rose almost 15 percent, for reasons already referred to. 
Prices of pork and chickens rose only 3 to 8 percent. However, the price of 
pork is normally a little lower in March than in June due to seasonal factors. 
Expanding supplies also tended to moderate the increase in pork prices. 

The level of the retail price indexes for individual meats is also worthy of 
note. The price of beef currently is fully.three times the 1935-39 average 
level. Pork and chicken prices, on the other hand, are respectively a little more 
and a little less than twice the prewar (1935-39) level. Production of beef and 
veal has never caught up with the big ground swell in population growth and 
consumer income which built up during World War II and has since persisted. 
Supplies of pork and chicken have increased considerably more than supplies of 
beef relative to prewar experience. 

On a percentage basis farm prices of meat animals have risen more sharply 
than retail prices of meat in recent months (table 9.) The price increases 
for beef cattle and lambs were considerably larger than that for hogs. 

Parity prices of meat animals were revised in January 1950, resulting in 
substantial increases in parities for beef cattle and lambs relative to other 
farm products, and a moderate increase in the parity price for hogs. The 
effective parities for meat animals as now calculated reflect the generally 
favorable price experience of meat animals relative to other farm products 
during the 10 years 1941 through 1950 (table 9, footnote 2). 


latest 
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Prices of beef cattle and lambs were well above parity in June 1950 and 
have subsequently risen to 152 and 157 percent of their respective parities as 
of April 1951. Hog prices in April 1951 were 96 percent of parity, compared with 
83 percent in April 1950 and 93 percent in June 1950 (table 9). 

The contribution of meat animals to total farm income is relatively much 
greater than the importance of meat in the average consumer’s budget. In 1949 
meat animals accounted for roughly 30 percent of the cash receipts of farmers, 
but the contribution of meat to the Consumer Price Index (as of January 1950) 
was less than 8 percent. 


Meat animals and poultry: Relative importance in farm income and urban 
consumer prices 





Consumers’ 
Cash farm - 

income, 1949 | ,PTice Index, 

January 1950! 
Percent Percent 

CONS SNR ria sas Ses A iE eh cadicbenk 17.1 4.7 
ND ee etek cide cndcenunpasicwinsinpndiinitiGatibisdioenbabadbe liek bekdeealcoll * 1.5 22.1 
RR I 8. inn adnan aandiiehimetedhmaeaiitetaamhanwalihtoamne mis 1.3 .8 
2s. Joss aun nadedddgecadtadibvenkhbhnsdueeetene 29.9 9 | 7.6 
Cishoteonis Celestine TGURet et) 2 «jon. ocd < sos pe miconnnsdsesncesene<accrass 3.3 2.0 
FR kcacdnckicncincais cacskbiqentr wien dbeul a ssnibaséeutsohcuuadec fer ee See ilanamaeunes 
a sictnintin aca died tina, Ad so aia ean rs a en enianin ESMRER Ye 2.0 
Total meat animals and poultry. -..........-...-...-.-.-.-.-.---.-- ane ote 41 | 11.0 


1 Relative importance in the adjusted Consumers’ Price Index. 
? Excludes lard, 0.1. 
? Does not include other poultry such as ducks, geese, etc. 


Source: Farm Income, Bureau of Agricultural Economics; Consumers’ Price Index, from reports of the 
Bureau of Labor Statistics. 


Table 10 summarizes data on marketing margins and the farmers’ share of the 
retail dollar for beef and pork in recent years. Since 1947 farmers have generally 
received 70 percent or more of the price paid by consumers for Choice grade beef. 
It takes approximately 3 years to produce a Choice grade steer from breeding to 
slaughter and about 3 weeks to process, transport, and distribute beef from 
packing plant to consumer. The farmer's share of the retail dollar spent for 
hog products (pork and lard) has generally ranged between 60 and 70 percent 
in recent years, and his share on chicken has averaged between 50 and 60 percent. 


Prices of feeder cattle 


The remaining tables (tables 11 through 16) are intended to throw some light 
on costs and returns from cattle feeding—both the past experience and the 
prospective situation under the recently announced price orders affecting beef 
and cattle. 

Table 11 shows the sharp rise in prices of feeder and stocker steers which 
occurred even after the price freeze order which was issued on January 26. 
Feeders who bid up prices after the date of the order obviously assumed the 
risk of subsequent development. 

Table 12 indicates that feeders who purchased their stock during the main 
seasonal movement last fall should come out all right under the OPS ceilings 
for June through September. On the other hand, feeders who bought stock at 
the high prices of February through April will be lucky to break even under 
the June ceiling, and many of those who sell under the August ceiling will prob- 
ably lose money. The table does not include the effects of the additional roll- 
back scheduled for October 1, since OPS has not yet issued a schedule of the 
prices which would be reflected for specific classes of cattle. On the average, 
however, the announced roll-back for October 1 is designed to reduce retail beef 
prices, and presumably live cattle prices, about as much as that announced for 
August 1. 

Tables 13 through 16 adapt some actual cost records for cattle-feeding opera- 
tions in western Illinois to the question of how much feeders could reasonably 
expect to pay for their stock and still come out under the June and August price 
ceilings. While the figures are not necessarily representative of all Corn Belt 
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TABLE 1—Recent changes in livestock numbers, meat production, and related 
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feeding operations, I believe the general impression which they give is a correct 
one. 


CONCLUSIONS 


I should like to summarize briefly the conclusions which I draw from the 
facts I have presented here today. 

(1) Livestock production in this country is increasing. Production of hogs 
has been rising for several years; cattle numbers have been expanding for 3 
years; and last year sheep numbers made their first gain in almost a decade. 

(2) Production of meat has increased in the last 2 or 3 years only about as 
fast as the population. Consumption per person has been nearly stable at close 
to 145 pounds annually. 

(3) Production of meat in the rest of 1951 will probably be moderately larger 
than last year, providing a little more meat per person than in 1950. The gain 
will be concentrated in pork with beef supplies per person about the same as 
last year. The increase in pork supplies will tend to moderate price increases, 
but pressures on price ceilings for beef will continue to mount, unless producers 
tend to market their cattle before the projected roll-back dates. 

(4) In the last 12 months, consumer incomes have become steadily larger and 
demand for meat has accordingly strengthened. The strongest consumer prefer- 
ence seems to be for beef. However, the demand for pork and poultry has also 
increased. Prices of meat and of meat animals have been considerably higher 
this winter and spring than last. Retail meat prices have risen only slightly 
more than factory wages and average consumer incomes. As employment and 
consumer incomes continue to expand, the demand for meat will strengthen 
further. Cut-backs in consumer durable goods may also contribute to increased 
demands for meat. 

(5) Expanding livestock numbers are bringing a shift in the relation of feed 
requirements to feed supplies. Until last year, feed was abundant for the 
livestock on farms. Unless crop yields are good this year we shall have to make 
another substantial draft on our feed reserves during 1951-52. These factors 
bring up the question as to how fast and how far farmers should go in adding 
to their numbers of grain consuming livestock, such as hogs and poultry. 

(6) Beef cattle, although of about equal importance to hogs in total meat 
production, use only a third as much grain and other concentrated feeds. To a 
considerable extent, cattle production can be increased without increasing our 
acreage of soil-depleting crops. This underlines the importance of the Depart- 
ment’s grassland program as a means of reconciling our needs both for meat 
production and for soil conservation. 

(7) Some cattle feeders who have purchased steers since January will be 
adversely affected by the OPS orders, but the number of feeder steers moving at 
this time of year is relatively small; and, assuming that the effect of the OPS 
roll-back is equitably distributed among the various classes of cattle, prices 
should fairly soon readjust themselves in such a way as to continue to provide 
reasonable or normal incentives for cattle and calf feeding. However, we must 
watch cattle marketings and production closely during the months ahead. 

(8) Judging from actual experience of the rate at which cattle numbers were 
increased in 1949 and 1950, average cattle and calf prices at about the 1950 level, 
which will still be allowed by the OPS ceilings, should still constitute a rea- 
sonable incentive for the continuing production of beef animals. We must bear 
in mind, however, that costs of farm and ranch operations are increasing and 
that again this is a situation which needs to be carefully watched. 

(9) In view of the outlook for continuing strong consumer purchasing power, 
with some further increases in earnings and consumer incomes in prospect at 
the same time that supplies of durable or hard goods may be reduced, there is no 
reason to believe that in the absence of some type of effective price control, 
prices of beef products would be likely to appreciably decline in the near future. 
In fact, there is good reason to believe that prices would further advance. 

(10) In view of the mutual stake of farmers, consumers, labor, and business 
in economic stabilization, I believe we should give the price orders a fair chance 
to work, or those who now complain should come forward with a better plan. 
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TABLE 1.—Recent changes in livestock numbers, meat production, and related 
factors, United States, 1935-39 to 1951 

















| | | 
| 1935-39 | 1951, 
Item | Unit | aver- 1947 1948 | 1949 | 1950 | prelim- 
| age i inary 
iB i te Ret et bes cei SSS 5S a a ah. 7 hae ie 
Livestock on farms, Jan. 1: | 
MUNI ooo socks cust e ee Million head __- 31.4) 427) 41.0) 41.8] 43.0 46.5 
pean Oteeeee oo. ke Le. | 35.44 °388.5] 37.2) 36.5] 37.0] 37.7 
pA ae erege re eee Pore OO 5 diss 5 cous 66.8 | 81.2; 78.1| 783); 80.1 84. 2 
Sheep and lambs. ..............].....d0.-5...... PS6L2)] 37.61. 4S] 32.7) W7 $1.5 
se ak cei ois 40! 3025.2..4° 8.9] BOT 88.0) 87.1] 60.8 65. 0 
Pig crops: | | | | | | 
IIE <n cc owe Livin knin dbs keeel euks sh ooeende fh OOe | RE 1 OS 58.4 | 60.0 1 63.5 
| See eae a te BM re | 2.8] 31.3 Sec +. BU | MER Tench 
Livestock feed balance (years be- 
ginning Oct. 1): } | | | 
Cae eneains animal units | Million units....; 143.7 | 155.9 | 162.9} 170.1 | 174.0) '177.0 
ed. | | 
Total feed concentrates fed $_.._| Million tons.....|. 93.5 | 112.2 | 123.5] 133.1 | 136.5 |_.__.. 
Total utilization of feed concen- |____. ORE | 104.7) 125.8) 141.2) 150.3) 156.5 |... 
trates.‘ | } | | 
Total production of feed con- |_....do._._. 107.9 | 120.5} 162.6) 151.9] 152.0 
centrates.§ | | 
Carry-over at beginning of year_|_....do..........| 10.7 13.9 | 7.9 30.8} 31.2] 127.0 


! Forecast. 

2 Number of each type of livestock fed during the year weighted according to its average grain require- 
ment per head. 

3 Includes corn, oats, barley, grain sorghums, wheat, rye, and byproduct feeds fed to livestock. 

* Includes all feed concentrates fed to livestock plus feed grains used domestically for seed, food, industria! 
uses, and exports. 

5 Production of feed grains, plus wheat, rye, and byproduct feeds fed to livestock. 


TaBLe 2.—Trends in livestock numbers and meat production, United States, 
1929-51 


Number on farms Jan. 1 | Pig crop 
oa al AR a a aan eee dle _| Total meat 
Year | pro- 
Beef cattle | Sheep and | duetion 
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Allcattle | andcalves | lambs “pring Fall 
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| | | Billion pounds 
Million head | Million head Million head | Million head | Million head | carcass weight 
58 27.0 | 4 


1929 9} 48. 4 | 50. 5 | 25. 6 16. | 
1930 61.0 | 27.9 51.6 | 49.3 24.8 | 16. 0 
1931... 63.0 | 29.1 | 53. 2 | 54.0 | 29.2 16. 5 
1932 65.8 | 30. 4 | 53.9 | 51.0 31.5 | 16. 4 
1933... 70.3 33.4 | 53.1 | 53. 5 | 30.7 | 17.4 
1934_. ; 74.4 36. 4 | 53.5 | 39.7 17.1 | 18.8 
1935 68.8 | 32.5 | 51.8 | 32.9 23.3 14. 4 
1936 io 67.8 32. 4 | 51.1 | 41.4 24.3 | 16. 8 
1937 ss 66. 1 31.2 | 50.8 | 38.5 24.0 | 15 

1938 65.2 30.5 | 51.1 43.3 28. 6 | 16 

1939 UR: 66.0 | 30.4 | 51.3 | 53.2 | 33.7 | 17 

1940... uw 68.3 | 31.9 | 52.1 | 49.6 | 30.3 | 19. | 
1941 : 71.8 34.4 | 53.9 | 49,4 35. 6 | 19. 
1942 : 76.0 37.2 | 56. 2 | 61.1 43.8 | 21 

1943... 81.2 41.0 | 55. 2 | 74.2 47.6 | 24 

1944 85.3 | 44.1 | 50.8 55.8 | 30. 9 | 25. 2 
1945 __. 85. 6 | 44.7 | 46.5 | 52.2 34.6 | 23.7 
1946 82.4 | 43.3 | 42.4 | 52. 4 | 30. 5 | 23.0 
MRF. oo ss, og 81.2 | 42.7 37.8 | 52.8 31.3 | 23. 4 
1948 alas 78.1 | 41.0 | 34.8 | 51.3 33.9 | 21.4 
1949 oe 78.3 41.8 31.7 58.4 37.2 | 21.7 
1950 ATE 80.1 | 43.0 | 30.7 | 60.0 40.7 | 22 

1951 Se 84.2 | 46.5 31.5 | 1 63.5 123.4 

| Forecast. 
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TABLE 3. 





Feed consumed by livestock: Percent of all concentrates and corn, 


including corn in silage consumed by different kinds of livestock, United States, 


year beginning Oct. 1, 1945, and 1950 


1949 
Kind of livestock 
All coneen- Geen 
trates 
Percent | Percent 
Te a os at 18.3 13.2 
Ee Wy CONGO a sos h ene acke<coce ane ade) 3.7 3.3 
I ea ee Sect ie pias dbname abe 7.5 11.0 
Other beef cattle. ......-- S chatio Wee Scheie aad 4.4 4.5 
a ae a ee | an 4 
ea | 13.3 10. 2 
iB a 6.1 4.6 
Broilers raised_....... a EE ease . 2.9 0 
Ce ne pubesaseacinue 1.5 1.3 
ee er a ae 34. 6 42.5 
Horses and mules. . eke ad Sint Sealy ee oaa 4.0 3.3 
PEROT INPNNNOGR soos oecncndde sens Shee re 3.0 2.7 
ide cendbiccucess ee eee ee 100. 0 100. 0 


! Preliminary; partly forecast. 


Source: Bureau of Agricultural Economics. 


TABLE 4.—Meat and poultry: Trends in consumption pe 
production, United States, 1929-51 


Per capita consumption 





Year 
Meat Poultry Total 
Pounds Pounds Pounds 

1929 — ‘ ‘ 130. 4 21.4 151.8 
1930 aie ‘ j 128. 3 23.3 151.6 
al 5 tivo ‘ 129. 9 21.1 151.0 
1932 ceenoceneteaaien 130. 2 21.8 152.0 
1933 135.3 22.7 158. 0 
bs cette 143. 1 21.0 164. 1 
es ane 116. 7 20. 2 136. 9 
1936" _ _- 129.8 20.8 150.6 
1937 " 125.4 20.7 146. 1 
1938 126, 2 5 145.7 
1939 132.8 7 154 

1940 141,7 .2 163.9 
1941 a 142.8 0 166.8 
1942 i 139. 5 1 166. 6 
1943 . . .- 146.0 33.8 179.8 
144 ; ‘ 153.5 30. 1 183. 6 
1945... 144.4 33.1 177.5 
1946 ; 153.4 29.9 183.3 
1947 ; 155.0 28. 1 183. 1 
BE o vabwooe : 145.4 26.7 172. 1 
a 143.9 29.7 173. 6 
1950. ....- 144.5 31.9 176. 4 
_ ree : 148. 0 32.0 180. 0 


1950 | 


All concen- 


trates Corn 
Percent Percent 
18.1 12.9 
3.8 3.3 
7.4 11.6 
4.6 4.8 
.6 
12.4 &.3 
5.6 3.6 
2.9 | 
5 1.2 
6.9 46.1 
3.3 2.7 
> g 2 7 
100. 0 100. 0 


person and in total 


Total production 


Meat, Poultry 
earcenss dressed 
weight weight 
Pillion Rillion 
pounds pounds 

16. 1 2.7 

16.0 2.8 

16. 5 2.6 

16.4 2.7 

217.4 2.9 

218.8 2.7 

214.4 2. 6 

216.8 2.8 

15.7 2.6 

16.5 2.6 

17.5 2.9 

19.1 3. 0 

19. 6 3.3 

21.9 3.7 

94.5 4.6 

25.2 4.4 

23.7 18 

23.0 $.3 

23.4 4.1 

21.4 3.9 

21.7 4.6 

22. 2 4.9 

23.4 5.1 


1 Total production of poultry includes a 10 percent addition to chickens consumed on farms and sold 


from farms to allow for nonfarm production. 
2 Includes production under Government emergency programs. 
3 Partly forecast. 


Soureé: Bureau of Agricultural Economics. 
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TABLE 5.—Changes in civilian consumption of meats and poultry, United States, 
1935-39 to 1950 


{Pounds per person] 





Aver- 50 Prelimi- 


Commodity age, 1947 | 1943 | 1949 | prelim-| 2ry indi- 


1935-39 any | 


Meats, carcass weight: a 
Re celitinianige th eben nos ; 53. % 143. 9 





69.1 52. 6 63.5 
10.7 9.4 8.7 

5.4 5. 4.1 
69.8 q 67.6 


mon 
Cenwyo 


Pork (excluding lard) ........-..-- 


Poultry, dressed weight: 
Tess: poe as : , ; 30. 28.1 





Chicken 17. 5.8 23. 6 
Turkey a 2.6 3.3 | 4.5 
Total meats and poultry | 183.1 | 17 
t i | 











Source: Bureau of Agricultural Economics. 
TABLE 6.—Meat consumption and family income, urban families, United States, 
spring 1948 


[Pounds per person, retail weight] 


Meat purchased per week 
| 


} | 
Beef! | Pork! | Other? 
| 





Under $1,000 : 94 | . 6 0. 83 0. 48 
$1,000 to $1,999 - - . 06 ; . 83 . 50 
$2,000 to $2,999 - - aru | 2. 23 | 8: 85 | . 55 
$3,000 to $3,999 | 2. | . 0 - 86 | . 64 
$4,000 to $4,999 f . 54 | - 08 | - 89 | . 57 
$5,000 to $7.499 | : . 88 | - 66 
$7,500 and over » 65 | .18 | 88 | . 59 





1 Carcass cuts only. 
2 Includes lamb, mutton, veal, prepared meats, and offals. 


Source: Compiled from reports of the Bureau of Human Nutrition and Home Economics. 
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TABLE 7.—Changes in meat prices and related factors, United States, June 1950 
to March 1951 


| 
| 
: mae | June March | Percent 
Item Unit 1950 1951 | increase 
Consumer prices (BLS): 
All items 1935-39 = 100___- 


1935-39=100___- 
1935-39 = 100. _- 


1935-39 = 100_- 


1935-39= 100__- an 308. 0 
1935-39 = 100____ .- | 215. 4 | 
1935-39= 100___-.....| 8. 280. 5 | 


1935-39 = 100_ 


Wages and incomes: 
Average earnings of factory workers (BLS): 


Hourly Te se 
No See ae ences stele ; 


Disposable personal income: 
ERR ee UAE Ss Ee _....--| Billions of dollars !- 95. 6 3 216. 2 | 
Per person | Dollars! , 28+ 31,401 | 





64. 36 





1 Seasonally adjusted annual rates. 
2 April to June 1950. 
3 January to March 1951. 


TasLe 8.—Quantity of various meat items that could be purchased with 1 hour 
of factory labor, United States, selected period, 1929-51 


| | | | | 
: ‘ 7 ry | June | March 
Item 1929 1939 1947 | 1948 | 1949 | 1950 | “1950 | 1951 


Beef and veal: 
Round steak 


=o 


| 


rine 
rier 

norwood ~~ D> 
hohe 


+ po po po 


Pork: 
Pork chops-.--...... 
Bacon (sliced) - - .-..- 
Ham (whole) -...__- 
aS 
Lamb: Leg of lamb..__- 


nue © ~~ Oe 


oe 


ocoonwwo wwe oo 


pPePpnrp 
hee ee 
CORO 
Ne rorwe 


moopoporn 


Source: Prices and factory earnings used were compiled from Bureau of Labor Statistics data. 
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TABLE 9,—Prices received by farmers for meat animals, parity prices, and price 
received as percent of parity, 1935-39 average—by years, 1947-50; by months, 
1950-51 


Beef cattle Hogs Lambs 


Price Price Price Price | ‘Price Price 
Period received | Parity | received | received! Parity | received | received’ Parity | reeeived 
by price as by price as | by price as 
farmers per 100 | percent | farmers | per 100 | percent | farmers _ per 100 | percent 
per 100 | pounds? of per 100 | pounds? of | per 100 | pounds? of 
pounds parity | pounds'| .. parity | pounds! parity 


| 


Percent Percent Percent 
1935-39 average . 56 . BY 95 $8. 39 $Y. 2: 79 $7. 7$ 104 
By years: i 
1947___. if ‘ 148 . 20 : 145 s 152 
1948 : 22. 3. 167 . 30 8. 129 22. 16 
1949. ___ . 3. 152 d ; 104 22. 9 159 
1950 . 2 j 133 ‘ ¥. v5 2.3 v. 129 


BY MONTHS 


1950—January 19. 16. 90 
February . 20. ! 16. 80 . 60 
March 21.4 17.00 . 00 
April 21.§ 17. 00 . 70 
May 23 17. 20 . 30 
June 23. 17.30 2 . 20 .2 
July 24. 40 17. 40 . 90 a 111 
August 24. 17. 50 . 76 111 
September 24 17.70 21.30 g 
October 24. 17.70 : . 20 . OR | 
November 24. 17. 80 17. 80 9. 90 | 
December 25. é 18. 00 17. 80 .§ 89 | 
-January 27 19. 16 20. 00 6 97 | 
February 29. 19. 40 149 22, 00 20. 105 | 
March 29. 19. 70 151 21. 20 21. 3 100 | 
April 30. 20 19. 90 152 20. 60 oF | 


Annual prices are unweighted averages of monthly prices. 


? Parity through 1949 is computed from the standard formula then in effect. Parity beginning January 
1950 is the effective parity as currently calculated and published. As of January 1950 the new parities ex- 
ceeded those calculated from the old formula by $3.80 for beef cattle, $1.20 for hogs, and $4.40 forlambs. The 
new parities reflect average price relationships between meat animals and other farm products during the 
most recent 10-year period. 


Source: Bureau of Agricultural Economics 


TaBL_e 10.—Average retail prices and marketing margins for beef and pork, 
United States, 1947-51 
a | 

Beef Pork, including lard 

Retail | | | Percent Percent 
= Net | of retail Retail Net of retail 
farm Margin | price re- | s farm Margin | price re- 
value ? | ceived by value 2 ceived by 
| farmers farmers 


Period 
price, 
Choice 
grade 


price 


By years Cents ‘ents ‘ | Percent Cents Cents Cents Percent 
1947 61 .2 i. 73 47.2 | 3.6 71 
1948 73 f . 72 47.5 32. : 68 
1949 66. 5.6 ‘ 68 41, “0. ‘ 62 
1950 73. : 21. 70 ) 5. 5. 62 


BY MONTHS 


1947—January 
February 
March 
April 5s 
May. wie 55. 
June 6 
July-_- 62. 
August 66. : 
September 68 
October - . ‘ 67. 
November.-_- 65. 
December 65. 
Footnotes at end of table, p. 692. 
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TABLE 10.—Average retail prices and marketing margins for beef and pork, 
United States, 1947-51—Continued 


Beef Pork, including lard 


er tai Percent Percent 
Period or Net of retail Retail Net of retail 
Choice farm “ Margin | price re- price farm price re 
grade ! value ? ceived by value 2 ceived by 
farmers farmers 


Cents Cents Cents Percent Cents Cents Percen 
January 69.0 | 52.1 16. 76 : 37.0 13.: 

February 65. 45.2 19. 70 30 14. 

March 64.9 46.5 18 72 Z 29. § 13 

April 68. 48. 6 19. 28. ‘ 16 

May 72. 51.5 21. 18.5 


rene 


June : 57.9 20. 
July 80. ¢ 0 20. < 
August... ‘ . 5 22. § 
September f 57.9 
October 55. 6 
November j 
December 
January 
February 
March 
April 
May 
June 

July 
August 
September 
October 
November 
December 
January 
February 
March 
April 
May 
June 

July 
August 
September 
October 
November 
December. 
January 3. 60. 
February , 63. § 
March : 84.) 63.4 


none 


=> 
oo 


to So ho # tO 


Nano w 


SOW Om OO 
oS to 


somo aMwwon 


aI OD 


noe 
bo tO 


! Called Good grade until Dec. 31, 1950. 
? Value of weight in live animals equivalent to 1 pound of meat at retail. Excludes value of byproducts 


Source: Bureau of Agricultural Economics. 
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TABLE 14.—Prices for feeder cattle at Kansas City, and shipments of feeder 


cattle from 5 markets, June 1950 to date 


Price at Kansas City, per 100 pounds 


Number 

| stocker and 

| . Good and feeder cattle 

Choice, stocker shipped from 
and feeder | 5 markets 
steer calves 


ta r 
| 500-800 pound stocker and 


feeder steers 


Period 


Head 


1950-—June 0, 820 


July 
August 
September 
October... . 
November 
December 75 
January ; 2 93, 671 
February Kass 38 37 34. 3, 707 
March 283 
April 
Week ended- 
May 5 
May 12 


61, 526 
115, 313 
O87 
HOS 
, 003 
», OF5 


1 Chicago, Kansas City, Omaha, South St. Paul, and Sioux City. 


Compiled from data of Livestock Branch, Production and Marketing Administration. 


TaBLe 15.—Gains and feed consumption reported by Illinois cattle feeders, 
average 1946—47 to 1948-49 


} 
A vers | | Feed cons . . nds os 
|Average | Average Averane | ani Feed consummed per 100 pounds gain 
| when | Dumber) weight |" aay | 
of days | at end ae 
Nacec ° ge 
Placed | on feed | of feed _— 
on feed | 


Kind of cattle 
fed Other 
grains 


Supple- 


ment 


Pas- 
ture 


Corn Hay 


Silage 


Pounds | 
419 | 


Days 


Pounds | Pounds | Bushels| Bushels Pounds) Pounds Pounds) Days 
333 5 7 


Calves, long fed_| 936 1, 58 7.1 1.17 39 135 314 13.7 
Yearlings: | | 
Long fed 
Short fed 
Heavy steers. --_| 


646 
670 | 
851 


300 | 
192 | 
178 | 


1,111 
1, 000 
1, 159 | 


10. 45 2 
1}. 7 51 2 
3 


13. 3 60 


1: 
li 
88 


Source: Compiled from Eleventh Annual Report of Feeder Cattle, University of Mlinois Agricultural 
Experiment Station, September 1950. 


TABLE 16.—Calculated costs of cattle feeding at January—April 1951 average 
Illinois prices for feed 


Kind of cattle fed 


Calves, long fed ’ 
Yearlings, long fed 
Yearlings, short fed 
Heavy steers 


1 Includes costs of labor 


overhead, interest on investment, 


loss; and credits for manure and gain on hogs. 
? For gains as shown in Table 15. 


Total feed 
cost per 
100-pound 


Allowance for 
nonfeed items 
less credits | 


transportation 


Total feeding 


Total feeding 
cost per 


head 2 


cost per 
100-pound 
gain 


$24. 70 
31. 58 
32. 12 
38. 15 


$127.70 
146. 85 
196, 00 
117. 50 


and marketing, and death 
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FIGURE 3 
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FIGURE 5 


MEAT AND INCOME 
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The Cuarrman. We will recess until 2:30 p. m 


(Whereupon, at 12:30 p. m., a recess was taken until 2: 30 p. m. of 
the same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will come to order. 
Mr. Woods, will you come up, and identify yourself for the record ? 


STATEMENT OF TIGHE E. WOODS, HOUSING EXPEDITER, ACCOM- 
PANIED BY MILTON DAVIS AND ED DUPREE, GENERAL 
COUNSEL 


Mr. Woops. I am Tighe Woods, the Housing Expediter. This is 
Mr. Dupree, general counsel, and Mr. Milton Davis of my staff. 

The Caarrman. Will you go ahead, sir, and read your statement, 
unless you desire to summarize it? 

Mr. Woops. It is not terribly long, Senator. I would just as soon 
read it if I have permission. 

The Cuamman. Go ahead. 

Mr. Woops. The outbreak of the Korean conflict, and the mobili- 
zation program which we have been forced to undertake, make rent 
control a continuing national responsibility. The extension and 
strengthening of Fe deral rent control is vitally necessary in order to 
achieve over-all economic stabilization, to insure the production of 
materials for defense, and to protect military personnel from exorbi- 

tant rents during the present national emergency. 

Rent is a major item in the family budget. As Mr. Wilson and Mr. 
Johnston have already testified, there can be no stabilization of the cost 
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of living and hence no successful over-all stabilization unless rents are 
stabilized. In the absence of controls, rents would rise on a broad 
front. The supply of rental housing is still inadequate. The 1950 
census reported a vacancy rate of only 1.1 percent for nonseasonal 
nondilapidated dwelling units offered for rent. In the course of hous- 
ing surveys in 100 cities during the last half of 1950, we contacted 1,251 
leading realtors and managers of apartment houses and_projects. 
They had 231,720 rental units under their management. Less than 
two-thirds of 1 percent of these units were vacant. 

With so little vacant housing available, the stage is set for a sharp 
rise in rents unless controls are continued and authority for recon- 
trol is authorized. Rents have already begun to rise in some decon- 
trolled cities. The Bureau of Labor Statistics recently reported that— 

In nine areas where rents have been uncontrolled * * * from 28 to 70 

percent of all rental units have experienced rent increases * * *, The aver- 
age rise in rents since mid-1949 for the nine decontrolled cities was 19.8 percent. 
In contrast, the cities which remained under control rose an average of 3.5 
percent. 
These surveys were made several months ago. In the months ahead, 
purchasing power will continue to expand as hours of work are in- 
creased and additional workers are drawn into the labor force. This 
cannot help but increase the pressure on rents. 

As Mr. Wilson and Mr. Small have already pointed out, author- 
ity to stabilize rents is also essential to the successful prosecution 
of our industrial expansion and military procurement programs. In 
addition, as General Myers, Assistant Secretary for Air Stuart testi- 
fied before the House, and Mr. Small has testified here, stabilization 
of rents is desperately needed to protect military personnel and their 
families in areas where training camps and bases are being reactivated 
or expanded. 

The Cuarrman. Would you mind stating for the record where those 
installations are? 

Mr. Woops. Yes, Senator, I would be happy to. I may want to refer 
to them a little later, but I will see that they are inserted in the record. 

(The information referred to follows :) 

The material requested concerning rent increases near military installations 
has already been submitted for the record by the Department of Defense, and 
will be found beginning on page 428. 

We are submitting for the record the attached photostats of a few of the many 


newspaper reports and letters which have come to our attention concerning 
exorbitant rents around military installations and in other defense areas. 


{From the Chicago (Ill.) Daily Tribune, Friday, December 29, 1950] 


Homes Scarce, Rents Soar IN CAMP POLK AREA—$20 AND $25 Units JuMP To 
$90 a MontTH 


(By Clay Gowran, Chicago Tribune Press Service) 


Camp PoLk, LA., December 28—Civilian property owners in small towns around 
this big Army camp are making rich profits from soldiers ready to pay almost any 
price for housing for their wives and children. 

Unkempt little houses and so-called apartments which went begging in Lees- 
ville and New Llano at $20 and $25 a month until Camp Polk was reopened last 
August are now earning up to $90 a month for their owners. And, if present 
tenants are driven out by the smells and the drabness, hundreds more are on the 
waiting lists. 
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SEVENTY DOLLARS A MONTH FOR TWO ROOMS 


Set. Richard Hill, of St. Louis., Mo., and his wife and two children are among 
the lucky ones who have found quarters in Leesville. Sergeant Hill draws $289 
a month from the Army in pay and allowances. He pays $70 a month for two 
rooms with sketchy cooking facilities, no private bath or toilet, and not even 
running water. } 

Sergeant Hill’s rooms are on the first floor of a shabby two-story frame build- 
ing which houses six other apartments. On his floor are two other Army fam- 
ilies which share with his family the only bathroom there. Upstairs is another 
bathroom, and four one-room apartments rented to Army families at $12 a week. 


$240 A MONTH INCOME 


The owner of the building is receiving $240 a month for the use of eight shoddy, 
semifurnished rooms which house seven military families. 

“Yeah, and that’s not all,” said Sergeant Bill. “The landlord says he is going 
to put running water in my flat—but then the rent will go up to $80 a month.” 

On the south outskirts of Leesville, population 4,500, is a small clapboard shack 
which rented for $25 a month until Camp Polk came back into being. Then 
Sic Denton D. Cupit, 36, of Winnsboro, La., came looking for a temporary home 
for his wife, Dorothy, his son, Claude, 2, and his 4-month-old daughter, Dorane. 

The owner of the three-room shack moved out her $25 civilian tenant and 
rented the place to Sergeant Cupit at $75. 


BATHROOM WITH A VIEW 


For that, he gets a 12-by-12-foot living room, a small bedroom, a kitchen, and 
a bathroom. If you sit in the bathtub on a cold morning you can look out at a 
bleak landscape through chinks in a hastily boarded up, uninsulated doorway 
next to the tub. 

Next door is a six-room house, almost equally shabby, and owned by the same 
landlord, which rents at $150 a month. 

Multiply these examples by hundreds and you have the housing situation around 
this Army camp. Furthermore, rents can be expected to continue zooming as 
Camp Polk's military population continues to increase. 


SEVENTY-EIGHT RENTAL UNITS 


One of the few bright spots in the local housing picture is supplied by two 
Leesville brothers, Maurice Schwartz, 39, and Jack, 37. 

In 1948 they purchased from the Federal Government an extensive housing 
development built at the beginning of the last war to provide homes for Camp 
Polk’s civilfan personnel and Army families. They now have 78 four- and five- 
room rental units scattered over a rolling 47-acre tract covered with pine trees, 
each unit a spic and span little home. 

Schwartz rentals are $385 a month for an unfurnished four-room, two-level 
apartment; $37.50 for a five-room, two-level unfurnished apartment; $60 for a 
four-room furnished apartment of the same type; and $62.50 for a five-room 
furnished. 


“CAN’T SEE CLIPPING” GI's 


“I keep the rents down because I have something called a conscience,” said 
Jack Schwartz. “I just can’t see clipping men who are trying to spend what 
may be their last few months in this country with their loved ones. It doesn’t 
make sense to me.” 

The Schwartz brothers do their best to see that the military families in their 
units are able to lead a decent life. Lawns are kept mowed by Schwartz em- 
ployees. Special garbage collectors gather refuse several times a week. There’s 
even a completely equipped playground and park for the youngsters in the area. 


[From the Detroit (Mich.) Free Press, March 7, 1951] 


SELFRIDGE AIRMEN CITE RECKLESS RENT Boosts 


Mount CLEMENS.—Excessive rent increases have been imposed on Selfridge 
Field Air Base personnel, a spokesman for the base charged. 
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Capt. Arthur J. McConnell, Jr., public information officer, declared that some 
of the increases imposed on 800 military families were reckless. 

He said Col. James R. Gunn, base commander, had recommended a continued 
survey of the situation by unit commanders. 

The Selfridge Flyer, air-base publication, complained of the increases in a 
front-page editorial. 

Controls were lifted a week ago despite protests by Colonel Gunn. 

The following instances were cited: 

An airman who had been paying $55 a month for a $45-ceiling apartment has 
been asked to pay $80. 

A rental which had been $75 was raised to $125. 


{From the Topeka (Kans.) Daily Capital, Saturday, March 3, 1951] 
RENT PROFITEERS GIVING TOPEKA REPUTATION IT Dors Not DESERVE 


An inherent human frailty is being demonstrated by disclosures in Topeka’s 
rent-hike scandal. The avariciousness displayed by a few landlords, taking 
advantage of the urgent needs for homes to line their pockets with ill-gotten 
gains, amazes those who have the best interests of Topeka at heart. In some 
instances rents have been doubled. In others, unreasonable increases discourage 
and disgust the citizens trying to meet the city’s obligation imposed by the 
reactivation of Forbes Air Base. 

Admitted that there is a housing shortage, and that wages and prices of 
materials have soared upward, this still does not excuse the greedy persons 
who seized the opportunity to prey upon the incoming families. For the most 
part, the military personnel has only moderate incomes and limited allowances 
for off-base housing. When the landlords demand exorbitant rentals they are 
robbing the women and children of men who are serving their country. They 
also are speeding the day when rigid rent controls will be imposed for the 
protection of soldiers’ families. In some instances this will work an injustice 
upon morally responsible property owners who are holding the line on rentals. 

Wages and prices are not much higher now than before the Forbes Air Base 
was reopened. - Owners of rental properties were getting along fairly well then, 
meeting competition by keeping their rentals within bounds. When the emer- 
gency was created by prospects of 2,500 new families coming to Topeka certain 
individuals became profiteers almost overnight. Now they are putting a dark 
stain upon their city’s reputation for being a hospitable community. 

This kind of gouging does not promote a friendly feeling on the part of the 
victims. While relatively few of the landlords are taking unfair advantage of 
an unfortunate situation to prey upon Topeka’s new residents, their covetousness 
reflects unfavorably upon the city as a whole. For a few paltry dollars these 
rent-hikers work uncalled for hardships upon newcomers who must have shelter 
for their loved ones. 

The city administration, chamber of commerce, and other agencies are des- 
perately trying to find homes for the newcomers. They are grateful for the 
cooperation of the honest property owners. These patriotic citizens are the 
salt of the earth, with no desire to prey upon soldiers and their families. Many 
families with extra rooms in their homes are responding graciously to the 
chamber of commerce appeal for help in housing the families of servicemen. 
To meet the emergency, still more of this idle space in the larger homes should 
be made available at reasonable rentals. 

For its future welfare, Topeka cannot afford to gain the reputation of taking 
unfair advantage of military personnel. To avoid this, every citizen has a 
sacred obligation. Pressure must be brought to bear upon the profiteers until 
they see the error of their ways. 


{From the Louisville (Ky.) Courier-Journal, March 4, 1951] 
ARMY FAMILIES ARE BEING NIPPED AS THE HousING VISE TIGHTENS Up 
(By Harry Shaw, Courier-Journal staff writer) 


Rents in the neighborhood of Kentuckiana camps have increased as 
much as 500-percent in some cases. Soldiers with families complain of 
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inadequate or nonexistent housing and hostile merchants, and the Army 
isn’t exactly an ideal landlord, either. 

The men of the Armed Forces are in the middle again. 

Stories circulating through the country about gouging landlords, totally inade- 
quate or nonexistent housing, and hostile merchants are being repeated, in vary- 
ing degrees, in the areas of Camp Atterbury, Ind., and Camp Breckinridge, Fort 
Campbell, and Fort Knox, Ky. 

And guess who is one of the principal villains of the piece. Uncle Sam himself. 

A survey shows that, as the Army has expanded, military personnel has 
increased and installations have been reopened, . 

1. Rents have jumped in some places as high as 500 percent. The Army itself 
has increased some of its rents nearly 300 percent. 


QUARTERS INADEQUATE 


2. Many military men are being forced to occupy inadequate (a much-too-mild 
term) quarters at high prices to keep from being separated from their families. 
The Army is an offender here, too. 

3. Others are having to live at distances up to 40 miles from their stations 
to obtain comfortable places to live, many of these at high prices. 

4. More have been forced to buy trailers and still pay pretty stiff space rentals, 
5. The majority have had to resign themselves to separation from their fami- 
lies, some of them even after bringing their families to the camp areas and trying 
to exist in cramped, uncomfortable, or just plain squalid quarters. 

6. Then there is the old, familiar “No children.” 

7. Numerous complaints have been made by military personnel of unfair treat- 
ment and extreme prices by local merchants. 

The picture in some ways is not as bad as it was in World War II. There have 
heen honest efforts by some towns in the military areas to clean themselves up. 
In some places merchants’ associations have gone out of their way to treat service 
personnel fairly and courteously. 


REAL EFFORTS MADE 


Housing again is the principal sore spot. 

There has been some attempt in two areas—Fort Knox and Fort Campbell— 
to ease the situation—through civilian building, such as at Clarksville, Tenn., 
near Campbell, and through building of apartments by civilians on both posts. 
But this-is just a drop in the bucket. 

Although there are now nowhere nearly as many soldiers in the Kentucky- 
Indiana area as there were during World War II, the family situation is almost 
as bad. 

The reason, Army Officials say, is that the veterans of the last war called back 
into the service brought along families that they didn’t have when they were in 
before. 

Most of these are stationed more or less permanently as training-cadre mem- 
bers or with static units, and they feel they have a right to bring along their 
families. 


Home-Hunery GI's at CAMP ATTERBURY ARE PAYING DEARLY 


The worst conditions for military men in Kentuckiana are in the Camp Atter- 
bury area, where the Twenty-eighth Division, a federalized National Guard outfit 
from Pennsylvania, is stationed along with numerous smaller separate units. 

The reactivation of Sixth Army Corps there recently only served to aggravate 
the situation. 

The Army has quarters on the post for only about a dozen families of the 
thousands of men stationed there. 

The majority of the area is not under rent control. Two exceptions are Sey- 
mour and Columbus. The communities immediately adjacent to the post dropped 
controls some time ago, and many landlords are cashing in at the expense of the 
home-hungry GI's. 


From $20 up to $100 


A survey was made last fall for Tighe E. Woods, Federal Housing Expediter, 
by having all military personnel living in the area fill out a questionnaire. Among 
the numerous gouges which were revealed were reports of one case where a place 
which formerly had rented for $20 a month was being occupied by a soldier at 
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$100 per month. Another $100-a-month apartment formerly had rented for $45. 

In their rush to find places for their families the soldiers rented shacks, con- 
verted barns, miserable apartments which had been converted from worn-out farm 
houses—anything to get cover. A number of these places, renting at from $40 
up, had no indoor plumbing at ail. 

When bitter winter hit the area many of the men had to give up and send their 
families back home. 

Some preferred to stick it out—like the soldier who had rented a four-room 
affair at a farm house near the post. Because the wind blew through the cracks 
of the structure so badly, he had to close off two of the rooms and shiver in the 
other two. All his plumbing was outdoors, too. 


Trailers come high 


Even the hotels in the Atterbury area have got into the act, the soldiers say. 
The families of servicemen who came from Pennsylvania to visit them have had 
to pay as much as $8 a night for small, dirty hotel rooms. 

In self-defense many soldiers have bought trailers—that is, those who could 
afford them, establish credit ratings and prove some degree of permanency at the 
post. Trailer sales have boomed in the area and trailer parks have blossomed 
throughout Edinburg, Franklin, and along the roads to Columbus and Seymour. 

The price the soldiers pay for these trailer-homes is pretty stiff, too. Typical 
is the story of the master sergeant whose trailer shared the back yard of a home 
in Edinburg with 17 other portable homes. Rent on a plot 20 by 30 feet was $2 
amonth. Sewage ran 75 cents a month; electricity, slightly over $10; water, $1; 
payments on the trailer, $72 a month. , 

When the sergeant moved from the location he found he was being charged $13 
for about half a month’s electricity, which he protested bitterly. The accom- 
modating company cut his bill to $9. 

Louis G. Schaefer, Indianapolis area rent director, described the situation in 
the Atterbury area as terrible. 

“I have had reports of rents ranging up to $150 a month around the camp,” 
he said. “In Seymour and Columbus things are not so bad. 

“The situation is worst naturally in the area immediately surrounding the 
camp. But our hands are tied until something is done to restore rent controls.” 

A move to get the Army to establish a trailer court on the post died in the face 
of high estimates by the engineers on the cost of the project. 


AvuGustA, Ga., May 7, 1951. 
Hon. RicHarp B. RUSSELL, 
United States Senate, 
Washington, D. C. 


Dear Sik: As one of your constituents, I am writing to ask that you investigate 
the housing situation in and around Augusta and that steps be taken to replace 
rent controls in this area, and that rents be rolled back to where they were at the 
time the public became acquainted with the fact that the Atomic Energy Com- 
mission would locate a plant in this area. 

My rent, like all other rents in my neighborhood, has increased 100 percent 
since controls were taken off about a year ago, and 85 percent of this has been since 
January 1, of this year, after public notification that an atomic energy plant 
would be located near here. 

Since the war it has been practically impossible for many nonveterans earning 
a moderate salary to build a home because of the inflated prices and large one- 
third down payment required. Some of these people are “peacetime” veterans, 
who were too young for the First World War and too old for the Second, 
accumulating only debts during the struggling depression years. However, they 
were the backbone of our country at home during the last war, and had it not 
been for them this country would never have been the arsenal of democracy of 
which we have so often boasted. 

Despite the valuable service rendered by these people at home during the war, 
sometimes at the cost of their health, the lawmakers have entirely failed to 
protect them against the Shylocks who are taking advantage of their helpless 
plight. 

It is my understanding that employees of the du Pont Co, are being issued 
certificates enabling them to purchase homes in this area with a nominal down 
payment such as is required of veterans. Has any provisions been made to 
house employees of other Government establishments who may be ousted from 
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the homes they rent because of their inability to pay the exorbitant increased 
rentals required, which under their present salary set up they probably will not 
be able to pay? 

The inflation in this area is only beginning, yet nothing seems to have been 
done to enable those hard-working citizens not included in any special Government 
benefits to purchase homes on the same basis.as other privileged persons, nor 
is any protection being given them in regard to their status as rehters. 

After thoroughly looking into this situation I am sure you will see the neces- 
sity for again placing rent controls on this area and for the rolling back of 
rents to the December or January level. 

Thanking you to do what you can as quickly-as possible to relieve this grave 
situation facing the native population of this area, I am, 

Very truly yours, 
Mrs. WESLEY O'N. Dicks, 
15 Broad Street Extension, 


City oF OMAHA, 


March 29, 1951. 
Mr. TigHE Woops, 


Housing Erpediter, Washington, D. C. 


Dear Mr. Woops: The Legislature of the State of Nebraska passed legislation 
to remove rent controls from the State, as of November 1, 1949. The measure 
was vetoed by Governor Petersen, but the legislature overrode his veto, and the 
bill became effective on the above date. 

During the hearing on this decontrol bill, I appeared before the committee 
which was considering the measure, urging that the bill be killed and that rent 
controls be allowed to remain. I insisted that the State legislature was in no 
position to understand or comprehend the housing problem in Omaha, and that 
the question of rent control should be decided by the Omaha City Council. 

My appeal was to no avail. And the fancy promises that rent increases would 
be “normal” and that landlords “would hold the line’ were never kept. 

The first impact of decontrol was felt in November of 1949, although some of 
the larger landlords knew that the spotlight was on them and therefore either 
did not raise rents or made only modest increases. But in the months that 
followed, when the spotlight was beginning to dim, they raised and raised, and 
continued to raise. 

I have had literally hundreds of complaints about the exorbitant increases, 
and am still receiving them. Many records in my files will prove this. There 
was even a noticeable increase in rents at the time Congress increased the socia}- 
security benefits. No doubt, there are many landlords who are charging what- 
ever they think the traffic will bear. 

The 1949 rent decontrol was a tragic mistake for Omaha, because the severe 
housing shortage which existed then is still with us today. 

Personally, I do not favor controls as a matter of principle, but with a housing 
shortage such as we have, there is no alternative which will allow the people ap 
economic survival. 

Today, with wages frozen, rents continue to rise. 

Sincerely yours, 
GLENN CUNNINGHAM, Mayor. 


Pontiac, Micu., April 6, 1951 
Mr. TigHe E. Woops, 


Washington, D. C. 


Deak Mr. Woops: We are a few of the many unfortunate citizens in the city 
of Pontiac, Mich., who are realiy being given “the works” by a ruthless landlord. 
Eleven years ago we rented this humble little apartment and the rent was $50. 
When the war came along and all the landlords cried for more money, we upped 
our own rent to $62.59. As soon as controls were off the rent was raised to $75 
and now the other day the rent was raised to $90. Am afraid it will be $125 
when the fall rolls around. One important thing, too, we have cleaned and 
decorated the apartment all these years and the landlord hasn’t spent one nickel 
for its upkeep. This is happening to dozens of families in this town. Is there 
anything at all we can do about it? We spent $100 in October to put it in nice 
shape again and now this added burden. I have watched you on television 
when you remonstrated with Senator Cain, saying there still was a shortage. 
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Well, there certainly is still a terrific shortage of houses in Pontiac and the land- 
lords have certainly gone “hog wild” since controls have been removed. Is 
there anyone we can turn to for help in this situation? 
Sincerely, 
Mrs. JOHN BALL. 
57 WaLpo STREET, Pontiac, MIcH. 


[From the Mount Clemens (Mich.) Monitor, March 6, 1951] 


WIDESPREAD RENT GouGING UNpbER StTupy 


In response to a wave of protests concerning Mount Clemens rent “gouging” 
of Air Force families since rents were decontrolled, Selfridge authorities are 
engaged in surveying cases of extreme and unreasonable rent raises. 

Last week’s lifting of existing controls, according to Air Force spokesmen, 
meant reckless rent raises for many of the 800 military families living in 
Mount Ciemens houses and apartments. 

Col. James R. Gunn, Jr., Selfridge commanding officer who vigorously pro- 
tested the city’s plan to decontrol rents, has instructed unit commanders to 
“follow up” a survey of conditions which were made before the city’s action. 

The Air Force attitude will be expressed in a front page editorial in this week’s 
edition of the Selfridge Flyer, publication of the Air Force base, which will be 
published Wednesday. 

It describes the case of Sgt. Joe Blow—a composite of the 800 officers and 
airmen who rent in Mount Clemens. 

Sergeant Blow, the editorial states, “considered himself lucky. He was rent- 
ing an apartment which had a pegged rent ceiling of $45 a month, and was 
only paying $55. True, the furniture was so shabby that he and his family were 
ashamed of it and went out and bought their own stuff. 

“True, the hot water heater wouldn’t work half the time and the plumbing 
was pretty awful. Still it was a roof over the heads of the airman, his wife and 
kid, and one en route. 

“Well, ‘Joe’s’ landlady is the first of the gougers we’ve heard about. She called 
Joe’s wife the other day to inform her that the $45 apartment for which ‘Joe’ 
had been paying $55 would now rent for $80.” 

The- editorial in the Selfridge publication asks personnel to report similar 
instances of unreasonable rent increases. 

Capt. Arthur J. McConnell, Jr., base public information officer, said that com- 
plaints now pouring in indicate minimum rent raises in many cases of 30 
percent, and others ranging up to 66 percent. 

One housing unit that has been renting for $75 was upped to $125 immediately 
controls were removed. 

“When controls were lifted Mount Clemens officials said they were ‘confident’ 
most city landlords would leave their rents at ‘reasonable figures,’ MeConnell 
commented. 

“Some of the figures being shown to us are far from reasonable,” he added. 

The public information officer admitted he knew of no immediate remedy for 
the situation, but said that Air Force authorities will continue their survey 
until totals and averages are established. 

“At least we'll be in a position to show city commissioners how landlords 
cooperated in the decontrol action,” the officer said. 

He contended that a board of review should have been established, or some 
similar agency, to lend some vestige of control to rents. 

He pointed out that all military personnel living off the base come under a 
scale of rental-allowances. The allowance, in most coses, comes nowhere near 
the the figure being charged, and the extra must be squeezed from the man’s 
pay. The same allowance applies to housing on the military reservation, but 
those living under such conditions do not have to dig up the extra cash over and 
above the scale allowed. 

If rent control is again debated, Air Force authorities believe their survey now 
being made will provide an array of forcefyl arguments for control. 
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JEFFERSONVILLE QUARTERMASTER Deport, 
Jeffersonville, Ind., October 2, 1950. 
Mr. Georce F. SHaw, 
Area Rent Director, Office of the Housing Expediter, 
Louisville, Ky. 

Dear Sir: Reference is made to your letter of September 25, 1950, in which ° 
you requested information from this depot concerning adequacy of rental hous- 
ing so far as it affects employees and employers of this depot. 

In order to give you a thorough picture of rental housing conditions our study 
included personal consultations with variqus individuals and businesses in the 
Jeffersonville area. 

(a) Realtors: Two well-known realtors were consulted and both stated that 
rental housing is practically nonexistent. This condition has been prevalent 
in this area for some time and the need for additional rental housing is not 
only recognized, but urged. 

(b) Attorneys: One well-known attorney was consulted and his opinion is 
similar to that expressed by the realtors. This attorney has lived in Jefferson- 
ville all of his life (enclosure 1). 

(c) Bankers: One well-known banker was consulted and he agrees with the 
statements made by the realtors (enclosure 2). 

(d@) Newspaper: The local newspaper office was consulted and while they do 
not maintain records of rental needs, still they are in agreement with the opinions 
indicated above. 

(e) Mayor, Jeffersonville: The major is greatly concerned with the lack of 
adequate rental housing in the city of Jeffersonville. His concern centers mainly 
around health hazards and fire hazards. Both of these hazards are created by 
doubling up of families because of lack of sufficient rental housing. He is in 
agreement with the foregoing (enclosure 3). 

(f) Chamber of Commerce: The chamber of commerce, represented by Mr. 
Don Reining, was consulted. The chamber has made quite a survey of the 
housing needs here in collaboration with your Mr. Hammond. Mr. Reining 
agrees that there is lack of rental housing in this area. 

(7) Colgate-Palmolive-Peet Co.: This company had not considered the rental 
housing situation as has been necessary by this depot, because most of their 
employees are permanent employees and either own their own homes or have 
been renting for a long period of time. 

(h) Jeffersonville Boat & Machine Co.: The same applies here as for Colgate. 
This company employs 225 persons. However, in the event of national emer- 
gency this company would increase its employment and a need for rental housing 
would be apparent (enclosure 4). 

We surveyed the population status of this area and have found the following: 
Jeffersonville population has increased approximately 25 percent in the past 10 
years. No figures are available, but it is estimated that the number of homes 
has increased no more than 6 percent. This does not keep pace with the 
population increase. 


Population 
increase 
City or county: 1949-50 
Jeffersonville 
Clarksville 
NOT PE a iis este tk SER RSS See ee i a es 6 ee 
CR NN i ri se ge se eet et rs ey - 20, 000 
eG CO ois ae es eae ies as aha 7,844 


2 Approximate. 


The Jeffersonville metropolitan area has increased in the past 10 years by 55.8 
percent. 

Enclosure 5, contains statements made by officers and enlisted men of this 
depot, selected at random and gives a picture of user-conditions. Provision of 
adequate and livable housing is a responsibility of command because it has a 
direct bearing on the standards expected of military personnel, to include effi- 
ciency of operation and morale. Poor, inadequate or nonexisting housing condi- 
tions do not lend themselves to increasing morale or efficiency. 

Early this summer a detailed survey was made to determine how many units 
of rental housing would be required in order to raise the standard of rental 
conditions for our employees and also to provide housing in closer proximity to 
their place of work, the depot. Of these 267 indicated a desire for the type 
of housing we were considering as being appropriate. At present we are em- 
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ploying 3,541 persons or an increase of about 1,200 persons. The following 
breakdown will give you a good picture of the distances from the depot of 
habitats of our employees as of this date: 


! 
Approxi- | Number Approxi- | Number 
Residence mate of em- Residence mate of em- 
ployees miles ployees 


Louisville, Ky 
Jeffersonville, Ind 


Clarksville, Ind 

Scott County, Ind 

Clark County, Ind 
Crawford County, Ind 
Harrison County, Ind 
Washington County, Ind 


_ 
@rre 


1,311 || Floyd County, Ind 
905 || Orange County, Ind 
610 || Perry County, Ind 

Jackson County, Ind 
Jefferson County, Ind 


RRS uBoenee 
8 





175 employees at the depot maintain their residences at various points in Kentucky from 25 to 75 mile 
from Louisville, but board and room in either Louisville or Jeffersonville and return home over week ends. 


This depot submitted a request through military channels for housing under 
the Wherry bill and has been informed by FHA of Indianapolis and the Fifth 
Army that approval of the project had been recommended. This would provide 
for approximately 250 units. The principal reasons for our concern in requesting 
Wherry bill housing were: great distances that some of our employees have to 
travel; lack of rental housing in this area ; failure of many of our employees who 
have large families to obtain rental housing in this area and because of 
the desire on our part to increase efficiency of our workers by the provision of 
adequate and comfortable homes close to their work. 

There are several hundred families in and around Jeffersonville who perma- 
nently live in trailers, motors courts and summer-type dwellings along the river. 

It is our opinion that personnel of the depot will more than absorb the 250 
housing units we have requested under the Wherry bill and there is a definite 
need for many times this number of units in Jeffersonville. 

It is believed that the foregoing answers the questions raised in your letter 
tous. If there is anything that we can do for you please feel free to call on us. 

Sincerely, 
: JOHN J. MADIGAN, 
Colonel, QMC, Commanding. 


ENCLOSURE 1 


JEFFERSONVILLE, IND., September 27, 1950. 
In re: Housing situation in Jeffersonville and environs. 
Lt. Gen. L. O. Grice, 
United States Quartermaster Depot, Jeffersonville, Ind. 


Dear GENERAL Grice: In connection with your inquiry relative to present hous- 
ing conditions in and about Jeffersonville, I wish to suggest that for the past 9 
years the demand for dwelling houses not only in this city but in adjacent terri- 
tory was far in excess of available housing facilities. 

This situation in the past 2 years has not been, in my opinion, quite so acute. 
However, since June the demand has very materially increased without an in- 
crease in available houses. 

Trusting this is in accord with the information you desire, I am 

Very truly yours, 


Jonas G. Howarp. 


ENCLOSURE 21 


Tue CLarK County STATE BANK, 


Jeffersonville, Ind., September 27, 1950. 
Hon. L. O. Grice, 


Commanding General, United States Quartermaster Depot, 
Jeffersonville, Ind. 
Dear GENERAL: In reference to personal interview with Lt. Col. J. F. Quinn, re- 
garding the housing situation in Jeffersonville I wish to advise that, in my 
opinion, there is a definite shortage in low rent housing. 
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Many of the workers in this area are living in trailer camps, which, during 
most of the year, seem undesirable. In addition to that situation, many are living 
in outside communities and commute the best way they can between such points 
and their work in Jeffersonville. 

I believe further investigation on the part of your staff will bear out my 
contention. 

Respectfully, 


Joun B. Funk, President. 


ENCLOSURE 3 


CITY OF JEFFERSONVILLE, 
OFFICE OF THE Mayor, 
Jeffersonville, Ind., September 28, 1950. 
Gen. L. O. Grice, 
Comanding General, United States Quartermaster Depot, 
Jeffersonville, Ind. 

Dear Sir: There has existed in Jeffersonville and the immediate surrounding 
territory a very acute housing shortage ever since before the beginning of World 
War II. This was due to a great extent to the expansion of the activities of 
the Quartermaster depot together with the construction of the duPont plant and 
Goodyear bag loading plant at Charlestown, 12 miles away, and later the Jeffer- 
sonville Boat & Machine Co. 

At the close of the war, activities in most of these places were curtailed to a 
great extent but persons who had moved here found employment in other places 
and remained so that, with the returning of the veterans at the close of the war, 
the housing shortage became more acute than it had been during the war; and 
despite a great deal of building the available houses have not been able to meet 
the demand. 

A survey made by our city shows that a lack of housing facilities necessitates 
a great number of people who work at the Quartermaster depot to live in distant 
points, especially in the outskirts of Louisville, Ky., and in small towns south 
of Louisville. This not only makes it inconvenient for these persons but also 
makes them less available when needed at the depot. 

In addition, they must travel the streets of Jeffersonville leading to the 
municipal bridge, which is the only bridge across the Ohio River at Jeffersonville 
and their hours make this traveling at the peak hour of traffic across this bridge, 
which also carries all of the traffic for United States Highway 31-E, State Road 
62, State Road 562, and United States Highway 460. This bridge, which is a 
four-lane road, is called the gateway to the South and is the only bridge besides 
the K. & I. bridge at New Albany that crosses the Ohio River from the north 
for a distance of 50 miles to the east and approximately 90 miles to the west, 
which adds greatly to the congestion of traffic and creates a safety hazard. 

It is my opinion, after a careful study of the reports made to me and from 
my Own personal observation, that the construction of housing units near the 
Quartermaster depot to be made available to their officers, enlisted men, and 
employees would be a great benefit to this community as well as a much needed 
addition to the depot’s facilities. 

Yours very truly, 
SAMUEL SHANNON. 


ENCLOSURE 4 


JEFFERSONVILLE Boat & MACHINE Co., INC., 
Jeffersonville, Ind., September 27, 1950. 
Lt. Col. J. F. QUINN, 
Jeffersonville Quartermaster Depot, 
Jeffersonville, Ind. 


Dear Str: In answer to your question as to whether we are experiencing 
difficulties because of the housing shortage, I wish to advise that we are not ex- 
periencing difficulties because of our stabilized working force. 

Having lived in this community for years, I know that should we have cause 
to expand we certainly would have difficulty in finding homes for workers. I do 
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not know of any houses available for rental in this community at the present 
time. 
Yours very truly, 
W. L. Rava, 
Personnel Director. 


ENCLOSURE 5 


STATEMENTS OF MILITARY PERSONNEL CONCERNING LIVING CONDITIONS 


“T am a lieutenant colonel, who has a family of two. I moved to this area in 
August 1949, and have been assigned to this depot since that time. I had great 
difficulty in obtaining housing. Finally I located an apartment in the Washing- 
ton Park Homes in Louisville, a project 10 miles from the depot, at a rental of 
$84.50 per month. School, shopping center and other facilities were close at 
hand. The project was a well handled project. 

“In order to properly lead a normal life I lived at home. This called for a 
daily ride of 20 miles from home to work and return. While 20 miles is not 
much it becomes a hazard when one must drive through the traffic of Louisville, 
Ky. This became laborious for the following reasons: lack of synchronization 
of traffic signals, too many vehicles traveling with little traffic control, and 
fatigue after a long day of work. Therefore, I sought for a period of 10 months 
suitable living in Jeffersonville. I had no luck whatsoever until June 1949, when 
I located a dwelling near the depot. While it is a much more desirable place, it is 
still too small. The place is old and has not been maintained. However, the 
owner is sensible and does whatever we ask for. I now pay $77.50 per month. 
In my opinion housing for people like me, in this area is far below standard in 
comparison with other localities in which I have lived. It is my belief that 
housing to compare with the average American standard should be provided by 
some means for rental purposes in the city of Jeffersonville.” 


“T am a major and I arrived in Jeffersonville, Ind., approximately the 23d 
of January 1949. After seeking quarters for approximately a 7-day period, I 
found a four-room apartment in a duplex home at 422% Meigs Avenue, Jeffer- 
sonville, Ind. The rent was $100 per month plus utilities. In view of the fact 
that we had our own privately purchased furniture we needed additional space 
and I so informed my landlord. Approximately 1 month later he reconverted his 
home from a duplex back to a one-family home which made 6 rooms. This 
suited my needs but his original price of $175 per month, plus utilities, was 
ridiculous. The landlord stated: 

“ ‘Military people draw an extensive sum of money for rental allowance and 
landlords have the right to ask for this kind of rent from the people who can 
afford it.’ 

“T live in this home at the present time but have had court action through the 
Office of the Housing Expediter in which they agreed that the rental of $115 
was extremely high for this area and lowered it to $60. At the present the 
United States Government is suing my landlord for $2,145 for failure to reim- 
burse me for rental paid. 

“The home was rented without the provision of a stove or refrigerator and all 
utilities, plus these items, had to be purchased and installed and paid for by 
myself. The location of quarters in a better area with better housing and neigh- 
bors has been impossible to accomplish since that date.” 


“T am a captain and have a family of six. Upon arrival at Jeffersonville 
QM Depot, I encountered no great difficulty in finding a place to live except for the 
fact that the rent to be paid for quarters furnished was $95 per month for a 
small 6-room house, unfurnished, which was considered to be a little out of line. 
Also, the house was located in an area that was very inaccessible inasmuch as 
the nearest possible bus line, running at greatly spaced intervals, was almost 
one-half mile from the house. 

“As a result of this unsatisfactory arrangement, I succeeded in renting a very 
old house in the heart of the city that had been refinished, at a rental of $75 
per month, unfurnished. However, this house by reason of its construction, that 
is, extremely large rooms and 10-foot ceilings, cost in the wintertime almost $50 
per month to heat. I was forced to move from this location because the owner 
of the house returned to town and needed it for his own use. 
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“At this time I found it impossible to rent anything that would meet my needs 
under $125 per month, which sum I could not afford. I therefore purchased a 


home and anticipate no further difficulties during the period of my assignment 
at Jeffersonville.” 


“IT am a major and am married and have one child, age 7. Since Government 
quarters are not furnished to me, I draw $105 per month for quarters allowance. 

“I was transferred to Jeffersonville Quartermaster Depot in February 1948. 
Upon my arrival Government quarters were not available, and it was necessary 
to secure hotel accommodations for my family and myself at a nightly rate of 
$11.50. About a week thereafter I was able to make arrangements for a furnished 
apartment in Louisville at a cost of $75 per month. This rental fee did not include 
such utilities as water and gas. The apartment was furnished with an average 
set of maple furniture. 

“The apartment was in need of redecorating and contained but one bedroom, 
which necessitated the purchase of a roll-away bed for my child. This was set up 
in the living room at night and hidden behind.a screen in a niche in the corner 
during the day. The apartment was approximately 10 miles from the depot, all 
of which was through congested traffic and the journey required from 30 to 45 
minutes each way depending on driving conditions. 

“Near the completion of my lease for the apartment and after a very deter- 
mined search, I was able to find a furnished house in Jeffersonville in March 
1949, four blocks from the depot. It was absolutely essential that I find quarters 
which would provide more room and privacy for the members of my family since 
it had begun to affect their health and mental attitude. The rent for the house 
which I secured in Jeffersonville was $90 per month and did not include heat or 
utilities. During the winter months, the rent, heat, and utilities average $120 
per month. Upon taking over the house, it was necessary to redecorate a large 
portion of the interior at my own expense. From time to time, because of its age 
and long service, it was necessary to arrange for repairs to the equipment in the 
house such as refrigerator, washing machine, etc., all of which is done at my own 
expense. A coal furnace furnishes central heat, and there is no automatic hot- 
water heater. While this arrangement is entirely satisfactory insofar as heat 
is concerned, it does present a real problem in the firing of the furnace and the 
removal of ashes for myself and for my wife during my absence. It is necessary 
for me, in the course of my duties at the depot, to take trips to distant points, 
and this works a definite hardship for my wife during the winter months, 

“T have recently begun a new search for a furnished house which will provide 
automatic heating such as gas or oil fired or stoker. Such places are either not 
available or demand rent which, in my opinion, is entirely unreasonable. Further, 
in each instance that I have found a furnished house available for rent, I have 
been told that redcorating would have to be done at my own expense. Such 
decorating generally runs between $75 and $100. 

“T have no complaint about the treatment that I have received from landlords 
from whom I have rented. However, since my return from overseas, I have 
invariably paid more for civilian quarters than I have received from the Govern- 
ment for quarters’ allowance.” 


“T am a sergeant, first class, and reported for duty at this station on December 
5, 1949. I am married and have two children. Upon reporting to this station I 
immediately started searching for suitable quarters for myself and family. I 
have been unable to locate decent quarters for my family at a price within the 
limitations of my wages. I am presently occupying a two-bedroom house located 
within two blocks of the depot. These quarters rent at the rate of $75 per month, 
plus utilities. My rent has averaged $100 per month since my assignment to this 
depot. Inasmuch as I am but a sergeant, first class, in the Army, the cost of these 
quarters has been approximately one-third of my monthly wages. This ex- 
cessive rent has created a hardship on my family due to the necessity of reducing 
other living expenses to compensate for the excessive cost of living quarters.” 


“T am a corporal and have been. stationed at the Quartermaster depot in 
Jeffersonville, Ind., for 2 years. 

“I was transferred from Fort Knox, Ky., to this depot. When transferred I was 
unable to find a suitable place to live. It was necessary for me to move to 
Gleano, Ind., to live with my parents, a distance of 17 miles from the depot. 

“About 4 months later I was able to secure Government quarters at the depot. 
I held these quarters for about 1 year. I moved from Government quarters 
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because of a chance to get a place that was much better at about the same amount 
of rent. 

“I remained at this place, 1316 Duncan Avenue, Jeffersonville, Ind., for about 3 
months and received an eviction notice without any warning. The place was sold 
and I knew nothing about it until I received the eviction notice at which time 
I moved into Government quarters at the depot.” 


“IT am a captain and reported to this depot on March 1, 1948, and upon reporting 
inquired about any possible housing available in the area. There were no lists 
on hand of any available housing by the depot or real-estate offices throughout 
Jeffersonville. Through Captain Mahone, adjutant at that time, we were able 
to get an attic room in a house near the depot. 

“After about a week, my wife found an apartment that, although not to our 
liking, did serve the purpose. Several unsatisfactory conditions connected with 
the apartment kept our attention on the alert to find a better domicile. 

“In December 1948 we obtained a furnished house located about 3 miles from the 
depot, and which has been quite satisfactory in most respects. 

“It is noted, however, that rent is very high in this area for the accommoda- 
tions that are available. The supply has not kept pace with the demand, there- 
fore, this condition is expected to continue for a long time.” 


“T am a sergeant and was assigned to duty with the five thousand six hundred 
and twenty-eighth ASU April 6, 1948. During this interim period of assignment 
to date I have been unable to locate suitable quarters for myself and dependents 
in the immediate vicinity of the Jeffersonville Quartermaster Depot. 

“To avoid excessive travel to and from duty I and my dependents are now 
residing in a totally inadequate two-room apartment in Jeffersonville, Ind.” 


“T am a master sergeant and was assigned to ORC, w/sta Jeffersonville 
Quartermaster Depot, Jeffersonville, Ind., on or about August 18, 1947. Prior 
to this date August 18, 1947, my family resided on an Army post occupying 
Government quarters. Before reaching my destination (Jeffersonville, Ind.) 
I was immediately notified that I had 30 days to terminate my quarters. 

“Housing facilities at Jeffersonville and vicinity at that time was at a stand- 
still, inadequate. I managed to rent a house in Jeffersonville which was poorly 
insulated, hard to heat, and the rent was rather high. Approximately 3 months 
later I moved to a Federal housing unit at Charlestown, Ind. 


“I occupy a one bedroom apartment fairly suitable for two persons, but space 
is so limited that I am unable to use all of my household goods which is in 
storage. The rent commensurate with my quarters’ allowance I receive from 
the Government.” 


[From Raleigh (N. C.) News and Observer, March 18, 1951] 


Korea, FATIGUE; Home, EvictTion? 
(By James Whitfield) 


A fighting Infantry officer in a hospital suffering a second time from combat 
fatigue in Korea doesn’t know his family back in his wife’s hometown at Kinston 
is facing eviction. 

He doesn’t know his wife’s rent has been increased from $60 to $125 per month. 

He doesn’t know his wife says she can’t pay that much rent out of the $300 
check he sends her monthly and have enough left to feed and clothe herself, her 
elderly father and three small children. 


AFRAID 


He doesn’t know all this because she’s afraid to tell him. 

She’s afraid such news might make his condition worse. A letter from one 
of her husband’s senior officers recently noted, “I’m worried about his condition.” 

Mrs. Vincent P. Annello of 406 West Vernon Avenue, Kinston, says “I haven’t 
told him because he’s got enough to worry him now.” 

Lieutenant Annello, who saw combat with the Forty-first Infantry Division in 
the Philippines in World War II, is in a hospital in Pusan. A member of the 
Third Infantry Division, which he has served since September, he was pre- 
viously hospitalized for combat fatigue in Japan. 
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Back home, Mrs. Annello is taking care of M. F. Taylor, her 72-year-old father ; 
and three children, John, 6; Connie, 5; and Susan, who will celebrate her second 
birthday next month. Her mother is dead. 

Taylor, feeble and unable to work, helps out with the children. But Mrs. 
Annello says, “I can’t work, because taking care of the four of them is a 24-hour 
job.” 

Kinston is under the rent control law, but the Annellos rented an apart- 
ment that had been converted from a home not under rent control. The rent 
was fixed at $60 a month. 

In December, Melba Cole, owner of the apartment, advised the rental agency 
operated by W. D. Laroque and’ T. L. Hewitt that she wanted possession of the 
apartment to make renovations. ~ 

“We've got to move,” Mrs, Annello wrote her husband in December.” 

Lieutenant Annelo wrote Mayor Guy Elliott to get his help in helping the 
Annellos find other living quarters. 

“T’'ve been trying since that time,’ Mayor Elliott told the News and Observer 
yesterday, “but it looks hopeless.” 

“Her case is pathetic,” said Mayor Elliott. “She has three small children and 
nobody seems to want to rent to a mother with children.” 

Laroque said he likewise had been trying to find other quarters for Mrs. Annello 
since December “but haven't found a thing.” 

He said that Mrs. Annello had paid up her rent through March 15 and bas been 
notified in a letter that the rent has been increased to $125. 


“HAVE TO MOVE 


“T just can’t pay that much rent,” said Mrs. Annello. “I'll have to move. I 
can’t find another place to go.” 

Laroque said that Mrs. Annello had been behind in her rent. 

She claims that the rental agency refused to take her rent money after the 
notice she received in December. Then last week she said she got a telephone 
call that the rent was to be paid at once. 

“T didn’t get down the day I got the eall,” said Mrs. Annello, “and was sum- 
moned to appear before Magistrate W. J. Thomas.” 

To escape eviction then, she related, she paid $120—two months rent—to the 
rental agency and $3.75 for the cost of the magistrate action. 

“T tried to pay my rent another month for $60,” she said, “and this was refused. 
The next day I got a letter advising the rent had gone up to $125. All they’ve 
told me is that Miss Cole wants to do over the place. But I don’t know what 
improvements they could make.” 


EVICTION ACTION 


Laroque said that unless Mrs; Annello pays the $125 a month, that eviction 
proceedings will be instituted. 

Blaborating on the housing problem. Mayor Blliott said the need for housing 
in Kinston is acute. He said that 50 homes are needed immediately for the 
persons who will be engaged in erecting the DuPont plant there and that 200 or 
300 more could be used. 

An apartment project to provide housing for 178 Negro families and 72 white 
families is under construction, but completion date is in the distant future. 

Authorities at Camp Lejeune are making demands on Kinston for housing and 
the Kinston Chamber of Commerce has a representative employed full-time to 
handle housing problems. 

Mrs. Annello, who can be evicted any day now, met her husband while he was 
in training at Camp Davis during World War II and they were married in 
October 1943, after he was graduated from officer candidate school. 

Her husband, a first lieutenant, remained in the Reserve after being discharged 
from the service and entered the Army again in October 1948, where he went to 
—— to serve in the occupation forees. While there, their youngest child 
was born. 

They returned to the United States when their oldest child, the victim of a heart 
malady, had to undergo a heart operation in Children’s Hospital in Boston in 1949. 

What next? 

The brave young mother of three children doesn’t know. 
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(From the Kinston (N. C.) Free Press, March 15, 1951] 
Korean Sovprer’s Famiriry FAcrne Eviction Here 


Mrs. Vincent P. Annello, of 406 West Vernon Avenue, Thursday, was facing 
possible eviction from her apartment, while her husband is in a rest hospital 
after combat duty in Korea. The alternative is to pay double rent, effective im- 
mediately, according to Mrs. Anneilo. 

Mrs. Annello has three small children and her father who will have to move 
to new quarters—when they can be found. There are very few adequate quarters 
available. 

Miss Melba Cole owns the house and has asked for it in order to make it pos- 
sible to renovate and improve the property. LaRoque and Hewett, her rental 
agent, is handling the matter. Some time ago she obtained permission to de- 
control the rent on the house, since it was not under rent control when the con- 
trol law became effective but was being used as a residence. The decontro) 
order came through from Goldsboro some weeks ago. 

On December 15, the owner had notified Mrs. Annello she woul have to move, 
beeause she planned to renovate the structure. Decontrolling of the rent followed 
and instead of the $60 per month which has been collected on the downstairs 
apartment, the agent has advised Mrs. Annello it will be $125 per month in 
future. 

Mrs. Annello Thursday renewed her search for other quarters and declared 
she “didn’t know what to do or where to go.” She was hopeful of getting her 
problem solved before her husband learns about it, however, for as she says, 
‘he has enough worries of his own.” 


[From the New York Daily News, March 19, 1951] 
PROFITEERS FATTEN ON Famiuies oF GIs at Houstne-SHort Camps 


(Bight months ago the Army suddenly reopened Camp Pickett, Va., 
and almost overnight 35,000 GIs descended on nearby Blackstone, 
a typical small southern town with 3,528 people, a 10-block Main Street— 
and no escape from boredom. What’s happened since, both to the sol- 
diers and civilians, is told by Reporter Edward O’Neill, who talked to 
GIs, their officers and townspeople and made his own investigation in 
GI uniform. The following is the first of three articles.) 


(By Edward O'Neill) 

BLACKSTONE, VA., March 18.—Like the dreary playback of a 10-year-old news- 
reel, GIs wander forlornly about this suspicious and slightly frightened little 
town, fritter away their money on vice and honky-tonk entertainment, line up 
for movies, remember back when they knew nice girls. 

Those who have brought their wives and children with them are far worse 
off. The victims of outrageous housing profiteering, they must live in Tobacco 
Road quarters and pay the equivalent of New York City rents. 


THE SAME SORRY STORY 


The whole squalid picture gives you that I’ve-been-here-before feeling—of the 
prewar days before USO and decent soldier facilities. All the mistakes of 
1940-41 are being carefully repeated here. 

As a typical victim of the housing gougers, consider 25-year-old Corp. George 
Lindley, of Muncie, Ind., a 7-year Army man, who last August was transferred 
from Fort Meade, Md., to Pickett. He brought along his attractive wife, Mildred, 
and their son, Butch, 4. 

After a dozen blunt turndowns from local home owners, the Lindleys finally 
obtained two upstairs room in a private house, sharing kitchen and bath with 
the family. The rent—$107 a month. 

“I started to kick like a steer,” George told me. “But I didn’t get very far.” 

Lindley, in fact, got the unanswerable Blackstone routine: “If you don’t take 
it, I'll rent it to someone else.” 


WORST YET TO COME 


Later, he suffered these other housing deals: 


A three-room attic sublet 11 miles from camp where his family had to provide 
its own heat and share the bathroom. Rent $75. 


83762—51—pt. 1——-46 
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A two-room “apartment” sandwiched between a car and washroom in a 
Blackstone garage, with the bathroom and hot-water supply 30 yards away. 
Rent $50. 

A three-room apartment in Petersburg, which is 39 miles from camp. Rent $55. 

Finally, the Lindleys lived, if you want to call it that, in a three-room cabin 
9 miles from camp, deep in the dirt-road Virginia backwoods. Most of the win- 
dows were broken, there were only two wood-burning stoves for heat and the 
well was half a mile away. : 

I met them there. Mildred and Butch were bundled up in the living room 
while George wrestled to get the logs burning. ea 

“If things have been so rugged here,’ I asked Mildred bluntly, “why didn’t 
you go home?” Se 

Her answer was the answer of all young Army wives—and it would take a 
pretty hard-boiled character to say it doesn’t make some sense. 

“My husband is going back overseas,” she told me simply. “It seems that all 
we’ve known is separation—and I’m determined to stick with him until he 
ships out.” 

Well by now, the Lindleys’ housing problem is solved. Corporal Lindley is 
en route to Europe and some other lucky corporal can take over that fine back- 
woods shack, complete with all eighteenth century improvements. 


$150 FOR ONE ROOM 


Somebody will, too. I found other GIs paying up to $150 a month for a single 
room, living in tumbledown trailertowns, bedded in a damp ex-barracks—at $20 
a room—where the community bath and shower room are shared by 50 families. 

One lieutenant told me about a pleasant woman who invited him, his wife and 
child into her home after they’d exhausted themselves in a fruitless hunt for 
quarters. They were bedded down on a hallway couch and next morning, their 
host waved away their thanks, but not so pleasantly. 

“That will be $6 for you and your wife,” she said crisply. And another $2 
for the baby. 

PEOPLE ARE SHOCKED, BUT—— 


But you can’t exclusively criticize the rent profiteers. When soldiers’ wives 
walk into a grocery, they may find their food items double-priced. The second, 
higher-priced label has been hastily pasted over the legitimate price tab. With 
household appliances, too, there’s been a markup for the military, and in rent, 
groceries, or pots and pans, the answer is always the same: 

“If you don’t want to take it, somebody else will.” 

In fairness to Blackstone, most townsfolk are shocked at these cliperoos and 
friendly toward soldiers’ families. But when, dressed in GI uniform, I tried to 
get a hotel room, I found out firsthand what the men had been griping about. 

With Kay Boyd, a local radio performer as my “wife,” I asked for a room for 
a month, ‘ 

“T have very good civilian customers I have to take care of,” the proprietress 
almost shouted at me. “They’re gentlemen salesmen worth more to me than 
some camp GI. Neither you, the camp nor the Government can make me give 
up my rooms, either.” 

She told us to see the USO, but the best they could suggest was something 
way out of town and no guaranty of transportation into camp. We went back 
to the hotel and this time, the proprietress threatened me with the police and 
MPs “if you don’t stop bothering me.” 


TOLD WHERE TO GO 


“Go to hell,” she added patriotically as we turned away. 

“It makes me ashamed to be from this area,” Kay said quietly. 

But there it was—and will be until the Government comes through with some 
kind of Federal housing program. 
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Senator Bricker. Where do those reports come from? 

Mr. Woops. From the Defense Department, the Air Force, Army, 
and Navy. 

Senator Bricker. Do you have an estimate of what the increases 
have been ? 

Mr. Woops. They are broken down into the various installations. 
They have not tried to get an over-all average. They have listed 
them by installation. 

The Cuarrman. That is what I want to see in particular. I have 
had, personally, complaints of certain installations, On the other 
hand, I have had commendation for other installations, and I do not 
see why John should be punished for Henry’s wrongdoing. 

Mr. Woops. Exorbitant rents have been reported around many 
installations. 

The CHarrman. What you told Senator Bricker, that is what I 
know he wants and I want, the report from the Defense Departments, 
Army, Navy, and Air F orce. 

Mr. Woops. Yes, sir. 

The Caamman. Thank you. 

Mr. Woops. Out of about 500 Army, Navy, and Air Force installa- 
tions which are active, or will be reactivated in the near future, almost 
half are located in areas which do not have rent control. The hous- 
ing market areas surrounding many of the remaining installations 
include decontrolled communities. Many of the communities near 
these active installations were decontrolled by local or State option 
and cannot be recontrolled under the present law. 

Senator Carenart. Mr. Chairman, if the witness, Mr. Woods, will 
wait for just a moment, unfortunately, I was not here when he read 
the first page. 

Will you refer back to your first page, the last paragraph, the 
average rise in rents since mid-1949 for the nine decontrolled cities 


was 19.8 percent. Should that not be the average rise in rents since 
1942? 





720 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Mr. Woops. No, sir; this was a survey made of a particular group 
of cities at this period of time. 

Senator Carenart. That might well be right; but there was no 
rise in rents between 1942 and 1949, so it is in reality a rise in rents 
since 1942. 

Mr. Woops..I cannot agree, Senator. There has been a rise in all 
of these cities between 1942 and 1949. 

Senator CarrHarr. You mean some voltintary increases given, cer- 
tainly no general rise? r 

Mr. Woops. No general rise; no, sir. 

Senator Carenarr. Just where it was awarded in individual cases? 

Mr. Woons. In individual cases; yes, sir. 

Senator Carenart. I still maintain the proper year should be 1942 
instead of 1949. 

Mr. Woops. This survey, Senator, refers to the change in rents since 
decontrol. 

Senator Carenart. I understand that, but my point is from 1942 to 
1949 there were no increases except in specific instances. 

Mr. Woops. Well, in some of these cities—I would have to check 
the list compared to the lists that are handled periodically by the Bu- 
reau of Labor Statistics; I think their periodic surveys of rents will 
show that while it is true no general increase has occurred in any of 
those cities, the individual increases did cause rents to rise. 

Senator Carenarr. You are not maintaining that every piece of 
property under rent control was given an increase ? 

Mr. Woops. Not every one, but every one we have been able to find 
has been. 

Senator Carenart. What do you mean every one you have been 
able to find ? 

Mr. Woops. Every piece of property under rent control today has 
had opportunities to come in and get a rent increase, particularly in 
the last year and a half. 

Senator Carenartr. Had the opportunity, of course, a hardship case 
could ask for a rent increase, but my point is from 1942 to 1949 there 
was no general increase. Now, there were specific increases where they 
came in and made a hardship case, and were awarded increases ? 

Mr. Woops. Yes, sir. 

Senator Carenart. Therefore I maintain that your figures other 
than those that were awarded specific increases, it should be 1942 
instead of 1949. 

Mr. Woops. Well, sir; I am only quoting from the Bureau of Labor 
Statistics survey. 

Senator Carrnart. I suspect they did give you that figure, but my 
point is from 1942 to 1949 there were no increases because of rent 
control, except in specific instances where they made a hardship case, 
and therefore other than those specific properties that made hardship 
cases, and got an increase as a result of that have had no increases 
since 1942. 

Mr. Woops. Well, I do not have it on a specific basis, but I do know 
that your index of rent, which has been carried on year by year, will 
show a general rise in rents from 1942 on. 

Senator Carrnarr. Will you agree there were literally thousands 
of rental properties in the United States that have had no increase 
since 1942? 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 721 


Mr. Woops. I will concede that the number is fairly large, but I 
would also like to add that for all those that we could find, we have 
practically taken them by the hand to give them a rent increase, par- 
ticularly this last year. 

Senator Capenart. You encouraged them ? 

Mr. Woops. Yes, sir. 

Senator Carruart. But there is a great number that have had no 
increase since 1942. 

Mr. Woops. Yes, sir. 

Senator Doueias. Mr. Chairman, would it be inappropriate or out 
of order for me to introduce some cold, hard facts into this discussion 
about the increase in rents? 

The Cuarrman. Well, whatever the Senator desires, of course. I 
would only make this suggestion before the Senator goes ahead. Mr. 
Woods said he wanted to read this. If it is the Senator’s desire to 
inquire at this time, the Senator should go ahead and do it. There 
is no objection. 

Senator Dovenas. Discussion was raised on the question as to rela- 
tive increase in rents since the base period. I hold in my hand the 
monthly Economic Indicators for May 1951, and on page 3 I find a 
table I suppose from the Bureau of Labor Statistics, which, on the 
1935-39 base of 100 shows the index for 1939 at 104.3; the average for 
1943 at 108.7; the average for March 15, 1951, 134.7, or an increase of 
26 points or approximately 24 percent since 1943, and an increase of 
approximately 30 percent since 1939. 

nator Bricker. Those cover all rents. 

Senator Doveias. Not commercial rents, and probably not the rents 
of the well-to-do, but the working class and lower-middle class rents. 

Senator Carenart. Does that cover all rents? 

Senator Dovatas. They include noncontrolled rents as well as con- 
trolled, that is correct. 

Senator Bricker. What have you to say, Mr. Woods 

The Cuarrman. Let me ask one question. 

Does the Senator want that printed in the record ? 

Senator Dovetas. That column, I think that would be good. 

Senator Bricker. I think it would be well to put the graph in, too, 
if you can. ‘ 

he Cuarrman. Without objection, that may be done. 
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(The information referred to follows :) 


PRICES 
CONSUMERS’ PRICES 


sowie down to less than a third of their rate of climb in the three preceding months, consumers’ prices rose 0.4 percent 


from February 15 to March 15, with across-the-board increases. Preliminary reports indicate a moderate decline 
of retail food prices in the second half of March. 


PERCENT OF 1935-39 AVERAGE PERCENT OF 1955-39 AVERAGE 
240 240 


1946 


SOURCE OEPARTMENT OF LasoR 


[1935-39 = 100] 


Fuel, elec- | pronse- 


Period Allitems| Food Apparel Rent pri Nong — 


1939 monthly average 

1943 monthly average. -___- 

1944 monthly average 

1945 monthly average 

1946 monthly average - - . 

1947 monthly average - - - 

1948 monthly average... ____-| 

1949 monthly average__.__- 

1950 monthly average_...... | 

1950—March 15.______-.__- 
DOES. = oo cuKbae 


95. 2 100. 
138. 0 129. 
136. 1 138. 
139. 1 145. 
159. 6 160. 
193. 8 185. 
210. 2 198. 
201.9 190. 
204. 4 187. 
196. 6 185. 

184. 
184. 
184, 
184. 
185. 
189. 
193. 
194. 132. 
195. 132. 
198. 5 133. 
202. 0 134. 
203. 1 134. 


104. 
108. 
109. 
109. 
110. 
113. 
121. 
126, 
131. 
129. 
130. 
130. 
130. 
131, 
131. 
131. 
132. 


101.3 
125. 6 
136. 4 


SRBERS 


bom nt pe eh pd 
ITI“ 
— i) 


~ 
I 
Gm 


140.3 | 
138.8 | 
139. 1 
139. 4 
140. 2 
141.2 | 
142.0 
142.5 
142.8 | 
143.3 
143.9 
144.2 | 


June BS Fe Ore ok 


_ 
“I-53 > 
NSS 


I OO aide ase | 
September 15.........--| 
Octover 15.....2..-..- j 
November 15___-....-- 
December 15---.....----| 
1951—January 15... .........- | 
February 15 
March 15 


_ 
ass] 
ao et 


Dor 





ry 
> | 
a 
AWSOWDWNAIANOHK IK SCOmMN Ow 


~ 
J 


os es 
@ aoa 

Sr asowes © Be ¢ 

Ba MROQOHLONWOAH ONO QAAIS*1+1 


% 
o 
NON CMSMAWODH DOL NW AH Cre 10 





| 





1 A special survey indicates that food prices fell 0.4 percent between Mar. 15 and the end of the month. 


Note.—Prices are for moderate-income families in large cities. Source: Department of Labor. The 
index has been revised, beginning with January 1940, to correct the downward bias resulting from the failure 
to take account of the differentials in rent between newly built housing and comparable existing dwellings. 
Certain changes, starting with January 1950, in commodity coverage and weighting were linked into the 
index providing an improved and consistent series. 
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Senator Bricker. One question, Mr. Woods. 

Do you have the figure on the increase in the controlled rental 
properties in these nine decontrolled cities up until the time of their 
decontrol ¢ 


Mr. Woops. No, Senator; I do not think we do have. We can get 
it, though. 


(The information referred to follows:) 


Before decontrol After decontrol 


| Average Average 

Percent | annual Percent | annual 
increase | percent increase | percent 
increase | increase 


Birmingham, Ala 
Houston, Tex............- 
Tacksonville, Fla 

Los Angeles, Calif.._. 
Milwaukee, Wis 

Mobile, Ala 

Norfolk, Va 

Richmond, Va 

Savannah, Ga 


338 


— Dh Oe 
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— 
2 
o> 


Nore.—Increases in dollar terms requested by Senator Bricker are not available according to the Bureau 
of Labor Statistics. 

Senator Bricker. I would like to have that as a comparative figure. 

One other question. When you talk about percentages, they do not 
mean very much. That 19.8 percent does not very much more than 
make up for the adulteration of the dollar in the last 2 years, does it? 

Mr. Woops. That is a subject I am not 

Senator Bricker. Would it not be fair to put it on a dollar basis 
rather than a percentage basis? It would give us a better picture of it, 
because percentages mean nothing when you talk about increases 
unless you take into consideration the depreciation of the dollar. 

Mr. Woops. I think dollars do mean more, but in this particular 
case—— 

Senator Bricker. You mean they mean less;.they are worth less? 

Mr. Woops. I mean they give more feeling by saying dollars and 
cents, but the BLS traditionally has put them in percentages. I think 
we can transfer them to dollars. 

Senator Dirxsen. Mr. Woods, why would you not know about these 
increases compared with the increases of staples and food items? If 
ie are going to administer an act on a fair and equitable basis you 

ave to have some comparable concept of what you are doing, do you 
not? Are you not familiar with rises in groceries, fuel, and that sort 
of thing, and how it relates to rents? After all, it is all in the family 
purse. 

Mr. Woops. I am very familiar with the increases in cost of items 
that refer to the thing I am controlling. I am generally familiar, 
because of my own living, with food, clothing, and those things, but 
not directly related to rents; where you talk about fuel and taxes, real- 
estate taxes, repairs, maintenance, and matters of that nature; yes; I 
am. 

Senator Dirrxsen. Senator Bricker’s question was how does it com- 
pare in a general way with rises in other commodities. Surely you 
can answer that, can you not? 
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Mr. Woops. Yes; I can. I do later in my statement answer it, 
Senator. 

Senator Dirksen. What about answering it right now ? 

Mr. Woops. Well, when you are comparing rent, I presume you 
mean with the rise in the cost of food, clothing, and cost of other 
things. I think you have to consider that you are comparing things 
that are not exactly comparable, except from the consumer standpoint. 
They are not from the landlord; let us say his take-home pay is a 
wie figure. It is his net income, and his net income is up consid- 
erably. ; 

Senator Bricker. What is that? 

Senator Dimxsen. That sounds like a riddle to me, Mr. Woods. I 
would like to have you delineate that a little bit. 

Mr. Woops. Well, I will skip over, if I may, to a later part of my 
statement to go into that matter. 

Senator CapeHart. Mr. Chairman, I want to get this into the rec- 
ord here. I agree with Senator Douglas we ought to get the cold facts 
into, the record. The same chart which was just introduced, showing 
rentals at 134.7 on March 15, 1951, likewise shows all items that people 
purchase at 184.5. In other words, 50 points up above rents? 

Mr. Woops. That is correct, sir. 

Senator Carenart. I want to repeat that again, in order that we do 
get the cold facts into the record. All items, taking 100 as the base, 
showing that rents from 100 had gone up to 134.7, taking all items at 
100 as the base, have gone up to 184.5, or 50 points more than have 
rents. You are familiar with those figures, of course? 

Mr. Woops. Yes, sir. 

The point I mentioned before, Senator, on increased—— 

The CuHatmrman. You said you were going to skip some. What page 
are you referring to? I wonder if it would not be agreeable to let 
him go ahead and pick it up later. 

Senator Dirksen. Yes; that is all right. 

The CuarrmMan. Proceed. 

Mr. Woops. The bill would add a new title IV—A on rent stabiliza- 
tion to the Defense Production Act of 1950. In general, title [TV-A 
provides authority until June 30, 1953, to control rents for all hous- 
ing and business accommodations when and where it is needed. This 
authority is to be administered through the Economic Stabilization 
Agency, which under the direction of Mr. Wilson, Director of De- 
fense Mobilization, will coordinate rent control with all other parts of 
the stabilization program. The bill repeals the present Housing and 
Rent Act and provides for the termination and liquidation of the 
affairs of the Office of the Housing Expediter. 

I should like to discuss the principal provisions of the new title 
IvV-A. 

Authority to establish and adjust maximum rents: Authority is 
provided to establish maximum rents on all types of housing accom- 
modations in any area where necessary in the interest of national 
defense, the mobilization effort, and the over-all stabilization pro- 
gram. Under the present law, rent control cannot be reestablished in 
any community which was decontrolled by local or State action no 
matter how much rents have increased since decontrol. Title [V-A 
permits, but does not require, recontrol of any decontrolled area. 
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Authority is provided, as in the present law, to establish controls in 
areas which have never had it helore. 

Title IV—A would also permit, but does not require, the establish- 
ment of maximum rents for units newly constructed or converted 
since February 1, 1947. These units have been exempt under the 
present law. The exemption was made at a time when we were 
ooking forward to an early transition to a completely free rental 
market. Our mobilization program has reversed this trend. Pres- 
sures on rents resulting from our defense efforts will affect the rents 
for these hitherto exempt accommodations as well as the rents 
for all other accommodations in areas with a limited housing supply. 
There is no justification for these units to be exempt when we are 
striving to stabilize the entire economy. 

Hotels which are exempt under the present law would also be 
subject to rent control where necessary. Hotel rates rose substantially 
after control was removed. A survey we made in February of this 
year showed that daily rates for single occupancy were 48 percent 
higher than maximum rents at the time of decontrol. This was the 
average increase for 53,025 units in 334 hotels located in 183 cities in 
31 States, Alaska, and Puerto Rico. A successful stabilization pro- 
gram requires the authority to prevent further increases in hotel 
rates in many communities. 

The Cuarrman. What have hotel rates got to do with stabilization 
of the cost of living for the worker? That is what we are concerned 
about. Anybody who can live in a hotel is in a different category from 
the defense worker. 

Mr. Woops. Actually the shelter cost is made up of the rates paid 
daily in hotels, service people that are traveling salesmen. 

The CuarrmMan. Salesmen are allowed an expense account. 

Mr. Woops. Well it costs somebody more money. 

The Cuarrman. That is true, but I was thinking of the individual 
himself. 

Senator Bricker. I think you said on your first page he is making 
more money. 

The Cuarrman. Well they have increased allowances for State and 
Federal employees traveling. They liave allowed so much per diem, 
or whatever you want to call it, and that covers rent. 

Mr. Woops. For example, take a salesman for a company. If he 
puts it on his expense account and the company pays it, sooner or 
later it is going to reflect in the prices that the company charges for 
various items, and will complicate the over-all stabilization program. 

Senator, I am considering these things on the basis of an over-all 
stabilization program, not a leak here and a leak there. 

The CHatrman. Well I can understand that. That might be the 
fact, but I do not see what hotel rates have to do with the cost of living 
for the working people whom I want to protect as best I can. So 
far as the traveling salesmen are concerned, the last war affected them 
in their use of gasoline, and so forth, which I hope will not happen 
again. 

Mr. Woops. This is so far only a small percentage, but hotel accom- 
modations around military installations 

The CuHarmman. It makes it more difficult for this committee to 
get a bill before Congress. We want to pass some law to curb infla- 
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tion, but every time we add something new to the law you know it is 
going to make it that much more difficult. 

Mr. Woops. Under the bill, maximum rents in effect immediately 
prior to the effective date of title [V—A will be continued. However, 
all necessary adjustments must be made to compensate landlords for 
increases in costs of operation and maintenance since the maximum 
rent date. Provision is also made for such further adjustments as 
may be necessary to remove hardship or to correct inequities. 

or those accommodations not under control, maximum rents may 
be established giving due consideration to the rents prevailing for 
such housing accommodations or comparable housing accommoda- 
tions during the period from May 24 to June 24, 1950. The bill con- 
tinues the provision in the existing law that no individual rent adjust- 
ment shall be made unless the landlord certifies that he is providing 
and will continue to provide essential services to the tenant. It also 
continues the provision for landlord-tenant consultants to assist ten- 
ants and small landlords by informing them of the grounds under 
which rent adjustments may be obtained, by helping them in the 
filing of applications for rent adjustments, and by providing them with 
any other necessary and appropriate information and services. 

Control of evictions: As in the present law, title [V—-A recognizes 
that eviction control is essential to effective rent control. The provi- 
sions for evictions in the present rent regulation would be continued. 
Under these provisions a tenant may be evicted on such grounds as 
nonpayment of rent, for committing a nuisance, for failure to fulfill 
an obligation of his tenancy, or for using the premises for an illegal 
or immoral purpose, and the landlord may recover possession for his 
own occupancy. 

The review of proposed evictions by rent-control offices is designed 
to prevent unwarranted evictions. Eviction threats may be used as a 
device to collect overceiling rents, as a means of restraining tenants 
from reporting violations or as retaliation immediately following a 
compliance action. The previous history of a case may disclose the 
underlying motive for the proposed eviction, and the lack of such 
knowledge by local courts makes review of the proceedings by the 
area rent office necessary. It should be noted that all eviction pro- 
ceedings are actually brought through local courts and that the area 
rent office intervenes only where eviction is not permitted under the 
rent regulation or the good faith of the landlord is in question. Most 
of the grounds for eviction require only that the landlord submit to 
the local rent office a duplicate of the eviction notice served on the 
tenant. However, in such cases as recovery of possession for owner 
occupancy, an eviction certificate must be obtained from the rent office 
before the landlord may commence court proceedings. 

Title IV—A corrects a deficiency of the present eviction-control au- 
thority. It makes any person who unlawfully evicts a tenant liable 
to the person so evicted for reasonable attorneys’ fees and costs, plus 
liquidated damages. This is similar to the provisions in the present 
act for damages for unlawful overcharges. 

Recovery of damages and enforcement: Title [TV—A contains provi- 
sions relating to prohibition, enforcement, and recovery of damages 
for overcharges, which are substantially the same as those in the exist- 
ing law, except that, in addition, provision is made for criminal sanc- 
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tions. Criminal sanctions are provided in the Defense Production 
Act of 1950 for violations of price ceilings. As in the case of viola- 
tions of price ceilings, title LV-A provides for the certification to 
the Attorney General of all cases in which persons appear to be liable 
for punishment. The Attorney General has discretion in bringing 
appropriate promedtings 

Protest and review procedure: The bill provides for protests against 
regulations and orders with the right to file a complaint in the Emer- 

ency Court of Appeals and ultimate review by the United States 

Supreme Court if relief is denied. . These provisions are similar to 
those contained in title IV of the present Defense Production Act 
relating to price and wage stabilization. 

Local advisory boards: Provision for local advisory boards is con- 
tinued. Under the bill, the recommendations of the boards are ad- 
visory only but they are to be carried into effect if they will effectuate 
the purposes of the act. The boards may make recommendations on 
control, decontrol, general and individual rent adjustments, or on any 
other phase of rent control. 

I should like to take this opportunity to pay tribute to the fine 
work being done by rent advisory boards throughout the country. 
These boards, composed of unpaid citizens of their communities, 
are devoting a great deal of their time to developing a better un- 
derstanding of the law on the part of landlords and tenants alike, 
to arriving at just and equitable decisions in individual cases, and 
to improving the local administration of rent conrol. 

In the administration of a law like rent control, I believe it is of 
the utmost importance to secure the moderating influence of a group 
of local citizens. This is particularly true in dealing with individual 
cases of inequity that may arise because of peculiar local circumstances. 
I have therefore given the boards wide latitude to adapt our general 
policies to the needs of local customs and conditions. By using com- 
mon. sense in each individual case, they are able to achieve equity and 
justice for both landlord and tenant. Unless their recommendations 
are clearly capricious, arbitrary, or contrary to law, the decisions of 
the boards must be put into effect by area rent directors. 

Within the past 6 months alone, local rent advisory boards have 
considered 9,749 cases while they were being processed by area offices 
and made recommendations on the disposition of the cases before the 
issuance of orders. In addition, during the same period rent ad- 
visory boards have passed on 8,422 formal appeals from landlords 
and 3,202 formal appeals from tenants in cases previously decided 
by area offices. 

Of course I realize that there must be a limit to the amount of time 
which unpaid local citizens can give to the many and complex prob- 
lems which arise from day to day in the operation of rent control. 
However, their participation in the most difficult and controversial 
cases enables them to make practical policy recommendations on the 
handling of all cases in the area rent offices. These groups of local 
citizens serving without pay, have done a magnificent job in making 
rent control responsive to local conditions. 

In addition to their participation in the administraton of rent con- 
trol at the local level, the boards have been most helpful in recom- 
mending policy and procedural changes at the national level. On 
the basis of their experience in the administration of rent control and 
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their intimate knowledge of local conditions many of the boards have 
made recommendations for the extension and strengthening of rent 
control. Here is a typical recommendation. It came from the Pitts- 
burgh Rent Advisory Board: 
On principle, we are opposed to controls, but due to this emergency we feel it 
should be broadened to include all rentals and further, we feel that if rents are 
controlled, that everything should be controlled, in fairness to all people. Under 
our plan of broadened rent control we are agreed that hotels, new housing, and 
rentals that were, for any reason decontrolled, should be brought back under 
control. This is especially important since there has been a freeze placed on 
wages, and a great influx of war workers in the Pittsburgh district. 
_ Here is another typical recommendation from a rent advisory board 
in a small town, De Ridder, La. : 


During our study and discussion of the local housing situation it was brought 
to our attention that certain types of housing accommodations, that is, those 
built since February 1, 1947, or resulting from conversions and commercial 
rents would not be subject to the Federal rent regulations. We understand 
why these newly constructed houses and conversions were omitted from con- 
trols but it was the consensus of opinion that due to the national emergency 
that we now face that controls should cover all types of housing accommodations. 
Also we can clearly recall the complaints of the businessman whose business 
occupied a commercial rental during World War II that “the Government 
through price control controls our profit but permits our landlords to take opr 
profits from us.” The Advisory Board is unanimous in this recommendation 
that you present to the Congress a request that the Housing and Rent Act of 
1947 be amended to include all types of housing accommodations including hotels, 
sleeping rooms in private homes, tourist courts, ete., and that the Congress enact 
legislation that will control the rents on commercial rentals. 

Decontrol: The Administrator on his own initiative, or on recom- 
mendation of a local advisory board, is authorized to decontrol any 
rent control area or portion thereof or any class of housing accom- 
modations in any such area if control is no longer needed. 

Under the existing law, the Housing Expediter may decontrol areas 
or classes of accommodations on his own initiative or on recommenda- 
tion of advisory boards. State legislatures and local governing bodies 
are also permitted to decontrol. Under the existing law, where local 
option to decontrol has been exercised, the Housing Expeditor may not 
recontrol. When the present rent control law was enacted, before 
Korea, these provisions were appropriate to achieve the decontrol ob- 
jectives of the law. Today these provisions render the law wholly 
inadequate for the needs and objectives of our defense and stabiliza- 
tion programs during this crucial period. We could not carry out a 
national price and wage stabilization program if localities were per- 
mitted to remove controls at will, and the same is true of rent control. 
The administration of rent control must be guided by the over-all 
objectives of our national defense and stabilization programs and not 
by independent local determinations to remove controls. 

Commercial rents: Title [V-A contains authority to control rents on 
business accommodations. As Mr. Wilson and Mr. Johnson have said 
the authority to control rents on business accommodations is necessary 
to fill a major gap in our existing powers to stabilize the economy 
and to prevent the business man, particularly the small business man, 
from being caught in the squeeze between controlled prices for the 
things he sells and increased costs due to rising rents. 
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The Congress has declared in the preamble to title IV of the De- 
fense Production Act that the authority to control prices should be 
exercised— 


in particular with full consideration and emphasis, so far as practicable, on 
the maintenance and furtherance of the American system of competitive enter- 
prise, including independent small business enterprises * * * 

Authority to protect small business against inflationary rent increases 
is essential to our carrying out this mandate. 

At the outbreak of World War II, the supply of business facilities for 
rent was relatively adequate in relation to the existing demand. But 
at the present time, notwithstanding recent high levels of commercial 
construction, the market for such facilities is extremely tight. In 
October 1941, for example, 15 percent of the space in office buildings 
was vacant, but that ratio was less than 3 percent in October 1950, 
according to the National Association of Building Owners and Man- 
agers. ke you know, commercial construction is now under direct 
control and no substantial volume of new construction is in prospect. 

The most serious impact of unrestrained commercial rent increases 
falls on small business. The small-business man has only limited 
bargaining power to resist such increases and limited financial re- 
sources to meet them. Moreover, rent generally comprises a larger 
portion of business cost for small firms than for large ones. In many 
vases the small-business man’s rent is almost as large as his net profit. 
An increase in rent might well be of such proportion that it would wipe 
out of his profits and force him to the wall. 

A Treasury Department release dated September 22, 1950, contains 
a table showing corporate income and expenses in 1947 for different 
size businesses. The amount of rent paid by the group with the small- 
est assets—under $50,000—was 79 percent more than their profit. 
This means that all of their me would be wiped out if they had a 
56-percent increase in rent. For example, a small-business man paying 
$100 a month for rent would be getting a $56 monthly profit on all the 
money he has invested in his business. A 25- -percent increase in rent 
would almost cut his profit in half, and a 50-percent rent increase 
would just about wipe out all his profits. 

A recent report of the Senate select committee on small business 
showed that commercial rents increased 78.5 percent between 1940 and 
1950 in six large cities. The impact of further increases, while prices 
are controlled, would be extremely injurious to independent small- 
business enterprises. The authority provided by the bill would permit 
the control of commercial rents whenever necessary to protect small- 
business men against unreasonable rent increases. Rent ceilings would 
be established at the rent in effect on an appropriate date after the 
outbreak of hostilities in Korea. The bill also contains provisions for 
adjustments, eviction control, review, enforcement, and advisory 
boards, similar to those relating to the control of rents of housing 
accommodations. 

Increases in rents for Government office space : Just yesterday, after 
I had submitted my prepared statement to this committee, I received 
a report from the General Services Administration on how much more 
the Government is having to pay for office space since we began our 
national defense program. The reports from their regional offices 
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show that rents have gone up materially between June 1950 and May 
1951. Here are some quotations from their reports: 
Baltimore, Md. : 


In Baltimore we have been paying about 13 percent higher than pre-Korean 
days for our new space, and such information as we have on the asking prices 
for rentals beginning July 1 indicate that they will be about 13 percent more 
than our current rentals. 


Detroit, Mich. : 

Average rentals increased 25.8 percent * * *. 
Cleveland, Ohio: 

Average rentals increased 28.2 percent * * *. 
Grand Rapids and Flint, Mich. : 

Rentals increased 17.1 percent * * *. 
Boston, Mass. : 


Last year we were able to effect new leases and lease extensions on existing 
occupancies at rates of around $2 to $2.25 per square foot. Terms were from 
year to year—3 to 5 years—with 30-day cancellation notices on part of Govern- 
ment only * * *. This year, on new leases and lease extensions * * * 
we are being asked $2.75 to $3.75 per square foot * * * (this represents an 
increase of 38 to 67 percent). At least 1 year firm lease, no renewals beyond 
3 years, and frequently for tax-increase payments. 


Richmond, Va.: 


In Richmond we have been paying about 20 percent higher than pre-Korean 
days for our new space and such information as we have on the asking prices 
for rentals beginning July 1 indicate that they will be about 20 percent more than 
our current rentals. 


District of Columbia: 


In the District of Columbia we are now paying 23 percent higher rates for 
good office space than in pre-Korean days. * * * 


Dallas region: 


Increases by cities * * * as follows: Little Rock, 18 percent; Amarillo, 
30 percent ; Dallas, 14 percent ; El Paso, 10 percent ; Houston, 6.6 percent * * *. 
The above are typical examples in larger cities. Increases in small towns on 
smaller areas of space much larger percentagewise. Raises in rental rates in 
most large cities where this office holds large areas of space under lease are 
prevented by lease terms, otherwise increase in rental costs over pre-Korean 
conflict would be serious. Acquisition of new leases for emergency agencies 
further hindered by high rental rates demanded which are evident increases 
over rates required prior to Korean action. 


New England region: 


In all localities space is quite tight. New space acquisitions are mainly in 
second-class space. Frequently large remodeling jobs are necessary to obtain 
workable office space. Obtaining expansion space for agencies presently in leased 
quarters is difficult. 

Veterans’ preference: The bill provides for veterans’ preference in 
the purchase and rental of newly constructed and newly converted 
housing accommodations for a 30-day period. The President is au- 
thorized to administer these provisions and may delegate such author- 
ity to any officer or agency of the Government. The veterans’ prefer- 
ence provisions are similar to those contained in the present law which 
are now being administered by the Office of the Housing Expediter. 
In addition, the definition of veteran has been expanded to include all 
persons who are serving, or have since September 16, 1940, served in 
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the active military or naval forces of the United States. This would 
include all those who served in Korea. The President is authorized 
to grant such exceptions to the preference provisions for persons en- 
ged in national Ditetise activities, or for hardship cases, as he may 
eem appropriate. 

This completes my review of the principal provisions of the bill 
relating to residential and commercial rent control. I want to em- 

hasize that there is no contemplation of mass recontrol of the many 
jecolttrolled areas in the country. The establishment of controls 
would be on a highly selective basis for both residential and com- 
mercial rents. 

In establishing and continuing rent control, ample provision is 
made for adjusting rents to compensate for increased operating costs, 
to remove hardships and to correct inequities. 

Under the present law, adjustments have been made on such tradi- 
tional grounds as capital improvements, additional services or equip- 
ment, increased occupancy and rents below comparability. How- 
ever, we have repeatedly liberalized the amount of adjustments and 
have simplified the procedures. For example, in the case of capital 
improvements, the amount of adjustment consists of the full rental 
value of the improvement plus an extra allowance for increasd costs. 
The extra allowance for increased costs of materials and labor going 
into the improvement has been adjusted upward several times as 
prices and wages advanced. Moreover, we have made it a lot simpler 
for landlords to get the increases to which they were entitled. To 
illustrate, I should like to submit for the record these two petition 
forms. One (exhibit A) was used in 1947 and the other (exhibit B) 
is the one used today. 

In addition, we have made it possible for a landlord to obtain full 
compensation for increased operation costs. A simplified procedure 
for increased operating cost adjustments was developed and first 
placed in operation in the Chicago area in August 1950. It was 
designed particularly for small landlords who do not have adequate 
financial records and was placed in operation only in those areas 
where the local rent advisory boards felt it was necessary. Under 
this procedure, commonly referred to as the Chicago plan, landlords 
did not have to file individual financial statements. Where the plan 
was adopted, the advisory board, on the basis of its knowledge of 
local conditions, decided how much rents needed to be increased in 
its community to compensate landlords generally for increased 
operating expenses. Any landlord could then obtain the standard 
percentage adjustment recommended by the board less any previous 
adjustments which compensated him for increased costs. All he 
needed to do was to file a simple one-page form. I should like to 
submit this form for the record (exhibit C). I should also like to 
submit for the record the forni for cost increases which was used in 
1947 (exhibit D). 

Out of 317 local rent advisory boards in all areas under rent con- 
trol on May 1, 1951, 190 had adopted this plan for areas containing 
approximately 3,200,000 rental units out of the estimated total of 
6,700,000 rental units under rent control. The great majority of the 
board—138—recommended 15 percent as the standard percentage 
increase. In areas which have adopted the Chicago plan, a total 


83762—51—pt. 1——47 
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of 419,476 applications have been processed and 371,116 rent adjust- 
ments have been granted through April 25, 1951. The average ad- 
justment. granted was 15.4 percent. Many landlords who did not 
request. increases under the Chicago plan had already received ad- 
jennie which cumpenenied them for increased costs of operation. 

ost. of the boards which did not adopt the plan felt that the present 
provisions and procedures for individual adjustments were adequate. 

In addition to the increased income from individual adjustments 
and voluntary leases, landlords have beriefited in other ways during 
the period of rent control. They have enjoyed unprecedented, almost 
100 percent occupancy. -Couple that with a terrific demand for 
any and all avaailable accommodations and you have a situation 
in which the landlord could cut out the so-called sales expenses 
which landlords had to absorb in the lean years. Landlords no 
longer do a complete redecorating job when they rent a place. Tenants 
do not demand it. Tenants do not dopated new frills or extras. 
Tenants do not demand new refrigerators or new stoves. Before 
rent control, a tenant could even demand and get a month’s con- 
cession—that is, a month’s occupancy, rent free—for taking a place. 
Nowadays, the landlord sells his space in an “as is” condition, and 
does only the essential decorating and repair work to comply with 
the law—and to preserve his capital investment. 

There is evidence that all of these gains have more than offset the 
landlords’ increased operating costs and that as a result his net oper- 
ating income is substantially higher than it was before rent. control. 

Within the past few months, we have initiated a survey program 
of the operating position of properties under rent control. In these 
surveys, income and expenses are being taken directly from landlords’ 
records to permit a comparison of the latest year of operation with 
the year 1939. Preliminary tabulations show that, between 1939 and 
1950, net. operating income before depreciation increased 44 percent 
for large structures and 34 percent for small structures, Small struc- 
tures are those containing less than five dwelling units. The tabula- 
tions cover 1,535 large buildings with 38,652 units and 2,165 small 
buildings with 4,141 units. Although expenses were considerably 
higher in 1950 than in 1939, additional income more than offset addi- 
tional expenses. In the case of both large and small structures, the 
decrease in vacancy loss alone accounted for an 8 percent increase in 
income. Moreover, more than 95 percent of the structures, contain- 
ing 98 percent of the total units, showed an increase in scheduled rents 
since controls were established. 

In 1939, for every $100 of income in large structures, operating ex- 
penses took $64, leaving a net operating income of $36.. By 1950, 
income had increased 34 percent to $134, expenses had gone up 28 
percent to $82, and net operating income rose to $52. This is 44 per- 
cent higher than the $36 net operating iacome in 1939. 

In 1939, for every $100 of income in small structures, operating ex- 
penses took $62 leaving a net operating income of $38. By 1950, in- 
come had increased 30 percent to $130, expenses had gone up 28 per- 
cent to $79, and net operating income rose to $51, This is 34 percent 
higher than the $38 net operating income in 1939. 

Thus it may be seen that the operating position of landlords has 
improved materially from an investment standpoint during the period 
of rent control. 
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In conclusion, I should like to repeat that I believe the authority 
provided by the bill to control residential and commercial rents is 
absolutely necessary if we are to control inflation, to attain maximum 
defense production at the lowest possible cost, and to protect mili- 
tary personnel and their families from the suffering and hardships 
of exorbitant rents. 

I will leave a copy of exhibits A, B,C, and D for the committee. 

The CHarrman. Without objection, exhibits A, B, C, and D, will 
be included in the record. 

(The exhibits referred to follow) : 


rorm D-1 quoct? bonean ko e-anzs | STAMP OF ISSUING OFFICE 
Ger. 3-47) UNITED STATES OF AMERICA 


OFFICE OF THE HOUSING EXPEDITER 
OFFICE OF RENT CONTROL 


LANDLORD'S PETITION 
FOR ADJUSTMENT OF RENT 


MAILING ADORESS OF LANODLORO EFFECTIVE DATE OF | MAXIMUM RENT | GCOCKET NO 
(PLEASE TYPE OR PRINT) REGULATION DATE 


MAILING ADDRESS OF TENANT 
PLEASE TYPE OR PRINT) 


..| NAME OF TENANT ... 





Your copy of the registration statement will be 
returned to you after the Rent Director makes 4 decigion on your 
petition, and any adjustment in the Maximum Rent ordered by 
the Reat Director will be noted thereon. 


. Give all the information requested on pages 1, 2, 3, and 4 that 
applies to the ground upon which your petition is based, and to 
the housing accommodations 


If you seek an increase in rent for more than one rental unit and 
rely on the same grounds and facts for all the units, you should 
submit a single petition in duplicate, listing on a separate page 
for each unit the information required in the petition including 
items A, B,C, D, E, F, and G. Attach a copy of this information 
to each copy of your petinon. If you do not rely on the same 
grounds and facts for each rental unit, you must hile separate 
petitions for each unit 


. If the petitioner is a corporation, the petition should be signed 
by a duly authorized officer 


FLL SLESE 
fa id 
[: 
fd 


E 


NOTICE TO TENANT 
was filed by your landlord. It requests us to take action involving the housing accommodations descnbed herein. You 
you in connection with this matter. Use the space on page 4 headed “Tenant's Statement.” 


+ and return to this office within Sdoys. Your failure to return the petition with your signed 
order upon the basis of the facts available to the Reat Direttor 


is APARTMENT No 


for the dwelling at 
struction 6 above) 


I one) EB | Wasa hon Statement for these 
am (Check (vy) aaa : accommodations filed 


[] owns [| tenor [_] other (apecitr) i [] me 


PER (WEEK, MONTH, OTHER) 


[_] tomant [_] vacant [__,] Owner occupied 


are now rented, check (y) whether rented 


PER (WEEK, MONTH. OTHER) 


© | Based on the facts stated within, I request that the rent for the 
| a@ccommodatioas be adjusted to: 
C] Written lease C] Oral agreement | AMOUNT PER (WEEK. MONTH. OTHER) 





734 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


THE ONLY GROUNDS ON WHICH THE REWT MAY BO GICREASED ARE GTATED Oi [TEDGS 1 TO 14 BFLOW 
Cheok (y) the item which applies to your case 


The accommodations were substantially changed by a 
MAJOR CAPITAL IMPROVEMENT. This improvement 
was made on or after the EFFECTIVE DATE of the Regulation. 
Rosanne qneihe Gabepiavenss Camenees 
or maintenance. On page 4 under “Landlord's Statement, 
state the nature and extent of the improvement as well as the 
date completed and cost thereat. 


CT eee 
accommodations were substantially chaaged by a major 
capital improvement and the rent on the maximum rent date 
was fixed by a lease or other rental agreement which was in 
effect at the time of the change. 


Date of improvement . _....... 
b. On or prior to the Maximum Rent Date there was a sub- 





“Under * “Landlord's Statement” en page 4 dsssb deadly 


wo Satene end extent of dhe inenneeo ba senchane, 

g aretess, tereitern, 
| ture, etc, Siuae Ghee 

j replocement. 


4 if} ee oe ues oe ee eee 
| between the landlord ond tenant on the date deter- 
mining the Maximum Rent. As a result the rent on that date 
| was substantially lower than the rent generally prevailing on 

| the Mammum Rent Date for comparable accommodations. 


ira eee 
WOTE.—I Item Mo. 4 ts checked, gtve the tollowieg tatormation 
coacerniag the temas! with Whom relationship existed: 
@| NAME 


CITY AND STATE 
Under “Landlord's Statement” on page 4 describe the rela- 


A written lease in force on the Maximum Rent Date 

required o rent lower than the reat generally prevailing for 
comparable cocommedations oa that date. This lease was tor 
Q term commencizg | year or more before the Maximum Real 
Date (or the accommodations were rented during the 2 months 
ending on the Maximum Rent Date and the rent was similarly 
fixed by o written lease). 


NOTE. —i Item No: 5 is checked, give the following information: 


b| Submit a copy of lease with this petition, or describe its pro- 
visions in detail under “Landlord's Statement” on page 4. 


The rent on the date determining the Maximam Rent was 
established by a lease or other-remtal agreement. This 
lease provided for a higher rent at other periods durtag the 
eprint 
NOTE.—# Item No. 6 i checked, give the following information: 
@ | Term of rental agreement! (give dates): 0 


FROM— To 
b | Rested of higher cunt (give Cater: 
FROM— To 
a rent: 
PER (WEEK. MONTH, OTHER) 


visions in detail under “Landlord's Statement” on page 4. 


The rent on the dote determining the Maximum Rent was 

substantially lower than at other times of the year because 
of seasonal demand ot seasonal variations in rent for such ac 
commodations. 


NOTE —Ii Item No. 7 is checked, give the following information 
under “Landlord's Statement” on page 4: 


Rent Date. 


»| The rent for each month since the Maximum Rent Date. 


“ears 
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On the date determining the Maximum Rent the housing 

accommodations were temporarily exempt from real 
estate taxes, the landlord was passifig the benefit of this tax 
exemption on to the tenant, and as a result the reat on that 
date was substantially lower than the rent generally prevail- 
ing in the defense rental area for comparable housing ac- 
commodations on the Maximum Rent Date. 


NOTE.—Uf Item 9 is checked, give the following information: 
Date on which tax exemption expired: 


Amount of yearly taxes now levied: 


10 | | «| coneuiiieieebenitan etter anenemeh nee 
established under section 4 (f) (priority constructed hous- 

ing) the application for priority rating for the construction of the 
housing accommodations was filed on the September 194] form 

in use by the Office of Production Management prior to the re 
vision of this form on December 15, 1941, the landlord did not 
make prior to the maximum rent date or if the accommoda- 
tions were not rented on that date, prior to the first renting of 


the appropriate agency of the United States to approve a higher 
, Tent tham initially approved because of iscreased construction 
| costs, Such agency granted the request. 


| WOTR.—it hem 15 chechd. ge the flowing tormeton: 


| The priority rating number or project 
- serial nember absigned to my applica. 
thon tor cometrastion wos 
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STATE HERE ALL ADDITIONAL FACTS It SUPPORT OF YOUR REQUEST FOR ADJUSTMENT. Give the Rent Director a clear understanding 
of the facts upon which your petition is based. SIGN ond DATE this petition in the space below. ‘i more space is needed, attach 
additione! pages. 


. 


i 
YOU MAY NOT DEMAND OR RECEIVE MORE THAN THE MAXIMUM RENT UNTIL IT IS CHANGED BY ORDER OF THE 
. RENT DIRECTOR 


. TENANTS STATEMENT 
I have read the Landlord's Petition and I wish to make the following statement: 
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LANDLORD'S PETITION FOR ADJUSTMENT OF RENT 


on kendo ~tsdat. Ne. SB. + 


The present.maximum rent for the dwelling unit is: mazisum rent be changed to: 


Cenenecpenecevacencocenasneee ms 


earn 


The Rent Office will ster en eenenpsinee sian Sinha, a8 
INSTRUCTIONS LANDLORO mail copies of this form to tenant. 
7 RENT MAY NOT BE INCREASED UNLESS AND UNTIL 
A. Fill out four copies of this form for each dwelling | THE RENT OFFICE COMPLETES THE APPROVAL 


unit on which you request a rent increase. Fill | ORDER 
out boxes 1 to 6 and and date box 7. (See re- ORDER OF APPROVAL 


verse or ° you wish The maximum rent for the dwelling unit described in box 2 
to attach any other papers in support of your | is changed under section 5 a 
petition, make two copies of them. of the rent regulation, effective 
. Mail or deliver to the Rent Office at the above 

address three copies of this petition, and one copy | from$ per 
of any attachments. 

C. Mail or deliver to your tenant one copy of this | to$ per 
petition and any attachments. 

D. If your tenant makes an answer to your petition, 

you have 7 days in which to reply, if you desire. 

Mail or deliver one copy of your reply to the Rent 

Office, and put in it all the information given in 

box 2 of this form. You do not have to give a 

copy of your reply to your tenant. e 


m ORDER OF DENIAL 
Hf you want to answer your landlord's petition, | the rent director has found that the evidence does 
you must do so within 7 days. i your facts | ot justify the requested rent increase. This peti- 
in a letter to the Rent Office, and mail or deliver | +i5n is therefore denied. 
a copy of it to your landlord. Put in your letter 


all the information given in box 2 of this form, |... RETA nama bys FS 
Ww you gave a copy your (Area Rent Director) 
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GROUNDS FOR INCREASING THE MAXIMUM RENT 
Check (Vv) the box and fill in the blanks whieh epply to )our case 


I home not been compensated by leases or rent | 
adjustments for increases in the cost of operat- 
ing and maintaining the building. 





I have made a major improvement to the dwell- | 
-ing unit which is more than ordinary repair and | 
maintenance. 


Show tine date the improvement was completed 


and its cost: $....cccc....-... 
(Month and year) 
Describe the improvement fully in box 6. 


1 have increased the services, furniture, fur- 


nishings, or equipment provided with the dwell- 
ing unit. 


State date of increase 2... ceok eens teteeet eee 
(Month and year) 
and its cost: $ 


Describe clearly in box 6 the nature and extent of | 


the increase. State whether new or used furniture, 
etc., and whether the increase was an addition or 
replacement. 


Did tenant consent to the increase? {] Yes [ No 
If not, state in box 6 why the increase was made with- 
out the tenant's consent. 


My. rent is chase a than that charged 
for comparable units on the maximum rent date. 


My tenant eas faerenaed the aime of —_> 
tenants or roomers in the dwelling unit. 


State the present number of subtenants: __....... 
State the number on the date determining the maxi- 


| mum rent: 

| CJ Phe ened number of people living in the dw dlieg unit 
has increased, so that there are now more than 

normally occupy such a unit. 


State the present number of occupants: 


State the number on the date determining the maxi- 
Vet 





lam asking for more rent 
on some other ground of 
the Rent Regulation. Describe the facts fully in 
box 6. (NoTE.—Special forms for a fair net operat- 
ing income are available at the Rent Office. 


| OTHER GROUNDS: 0D 





LANDLORD'S STATEMENT 


After you finish box 5 above, show here all the additional facts you want the Rent Office to consider. 


7. : 


I HEREBY CERTIFY that: 


LANDLORD'S CERTIFICATION 


(1) The information supplied by me in this petition is true and correct, and (2) I am main- 


taining all services, furniture, furnishings, and equipment required by the Rent Regulations, and wil! continue to maintain 
‘ such services, furniture, furnishings, and equipment so long as any adjustment granted under this petition continues in effect. 


I FURTHER CERTIFY that on 
attachments, to my tenant. 


| ee yee 


I mailed or delivered a copy of this petition, and any 


ure of landiord) 


It te met meceseary that this petition be sworn to, but any taise statement may result in the denial of your entire petition and may subject you te the 
penaitios provided by law. TY US. GOVERNMENT PRINTING OFFICE . 9—O-016748 
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D-128A 
0) 
OFFICE OF THE 


LANDLORD'S PETITION FOR 
BECAUSE OF INCR’ ge 


The landlord must submit three (3) copies of this f 4 ‘ea Rent Office at the above address. He must 
Re ees Se o rent has changed since June 30, 1947, he 
must out 


a 


i M2, tenant's 


n 
Name 


L. 


5. If the maximum rent Has changed since June 30, 1947, 
you must also show the present maximum rent here: $=» SSS 


6. CERTIFICATION: 


I HEREBY CERTIFY that the information supplied by me on this petition is true and correct and that the 
dwelling unit covered by this petition is being supplied with all services, furniture, furnishings, and equip- 
ment required by the regulation, and I will continue to maintain such services, furniture, furnishings, and 
equipment so long as the rent increase ordered as a result of this petition continues in effect. 


(Signature of Landlord) 
tion be sworn to, but any false statement may result in a reduction of the 
lord to the penalties provided by law. 


NOTICE TO LANDLORD AND TENANT 
The maximum rent is not increased until the Area Rent 
Office stamps an Order of Approval in the adjacent box. 
If approved, stamped copies of this form will be mailed 
by the Area Rent Office to both landlord and tenant. 
Approval of the rent increase is based upon the state- 
ments made by the landlord in this petition and is 
subject to review at any Sia by the Area Rent Office. 
The rent increase may be modified or revoked in whole 
or in part, retroactively if warranted, if any of the 
statements in this petition are not true. 
If the tenant believes that any of the statements in this 
petition are not true, he may, within 15 days after the 
effective date of the rent increase, file with the Area 
Rent Office a written request for revocation or modifica- 
tion of the rent increase, giving his supporting facts 
and evidence. In such cases the tenant must give or 
mail a copy of his request to the landlord within 7 days 
after he has filed it with the Area Rent Office. 
Within 7 days after he has received his copy of the 
tenant’s request for review, the landlord may submit 
in writing to the Area Rent Office any response which 


. 
ee 
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ore rom FoR APPROVED STamP OF 183UING OFFICE 
(mer) D-SBA BupeRT BREA HO. O8-RITAT 
UNITED STATRS OF AMERICA 
OFFICE OF TRYPORART CONTROLS 
OPFICE OF PRICE ADMINISTRATION 


LANDLORD'S PETITION FOR 
© ADJUSTMENT OF RENT 
UNDER HOUSING REGULATION ONLY 


: BO WOT URITE IN SPACE GITHIN HEAVY LINES 
SUBSTANTIAL HARDSHIP FROM INCREASE IN 


DOCEST sUuBm 
PROPERTY TAXES OR OPERATING COSTS ' Fe saan 553 
BEPORE FILLING IN THIS FORT READ INSTRUCTION FORT D-GOA 


Use thie form only as « petition for adjustaest of rest IDENTITY OF PETITIONER AND OF PROPERTY 
where the following statement applies: aad if the Gelling 


Ka 
. PETITIONER'S STATEMENT ~ ame 
Substastial bardehip tae resulted froa « decrease in the eee 
eet iacome fore i 


x event) of che 9 ety for the cer 
rest year as compared th ti supresetbative bane perias poeraL Sune, rs 
due to an unavoidable increase in property taxes or opere- neat eg i. 


1 2 Pro; T an (check (V) one) 
Cle== [_] seeeee 
(] ores copeesen, 


Was a Registration Statemest 
thee 


BASE YEAKS — Is the “Statement of Iacome and Expense" on Page 2 of this form, the tw base 
consecutive years since Jansary 1, 1939 andprior to the “Current Year“ which are represeat: 
eormal ations. The two base mast be calendar years unless 
If yoo chew ficenl yeare is Colame (>) and (c) on 


Bie most recent fall caleadar or fiscal 
4 filing of this petitics. The 


te. If allowsce is wested for iacreases ia or termes 
Year® as deteen ghesa, ht leet one aches ea on eae 
the beginning of the month in which the petition is f. 


YOU MAY NOT DEMAND OR RECEIVE MORE THAN THE PRESENT MAXInUw RENT 
UNTIL IT I3 CHANGED BY ORDER OF THE gENT DIRECTOR 
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STATEMENT OF INCOME AND EXPENSE 


My Sits question ts Sw & property with more thas twelve (12) dwelling units, you aust submit is place of Itens 1 
to » 


your it statemests prepared in the mnaner in which they are ordisarily prepared. These 
statements mst be tae goenartp for which a reat adjustaest is asked in this petition. 


E 


t Income ~ Commercial Units (Haxplaia 


t 


TOTAL INCOME (Iteas 1, 2, ani 3) 


Other Expenses interest 
ee rr 


TOTAL EXPENSE 
(Before Interest) (Itews 5 to 15, inclusive) 


wore: (i) If a jeuler has iscreased qubstastially for the carrest year give reasons for the increase 
: ons pa ae shoot files is dwiicate. 


OPa PORN D-Oe4 (8-47) PAGE 2 
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PRESENT OCCUPANCY AND RENT STATEMENT 


If mre ie needed for thie record use paper of this sane » Copy the beading shown below, andcontisue the 
record. Attach a copy of each of these additional sheets to each copy of your petitioa. 


onece vd 
ataneeant NAME OF PRESENT OCCUPANT PRESENT REQUESTED 
. (lnclade Leeélord occepied eeits. RENT “RENT ven 
Write *Vecaat* if usoccepied. auss 


mc 
UI 
Tl 
i 


Are any of the above occupants the ves wo |hewe any of the above rents been ves oO 
1 ra, members of his family, 


changed since the beyinnin,y of, 
or employees of the property? Cl CO) the “Current Year"? , CJ O) 


If "Yes" is checked, explain below giving the date of each 
If "Yes" is checked, list names and relationsiip below. change. ; 


Ora PORY 0-584 (2-467) PAGE 9 





! DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 743 


. DATA SHOWING INCREASED PAYROLL OR PROPFRTY TAXES 


Beater data under Property Taxes and Monthly Income, Payroll, and iaployment only if an allowance is requested for 
imcresses in payroll or property taxes sot fully reflected in the current year. 


PROPERTY TAXES 


Enter below the aseesemente and the tex rates on both real aad property for the test-mosth and for the 
current year. If more than one assesement or tax rate was in effect during the current year show the assesements 
and rates for each period. Purther, specify (1) the taxing authority and (2) separate state, county, and local taxes whes 
euch taxes are assessed separately. ‘ 


TAX PATE 
TAXING AUTHORITY PeR $1, 000 


MONTHLY INCOME, PAYROLL, AND EMPLOYMENT 


Landlords filing petitioas wader Section %(s) (12) of the Housing Regulation are not required to give 
anformation om the moathly iscome (Coluan (b) below.) 


- 

AVERAGE NUMBER OF EMPLOYEES 

SrTRA 
te! 


1 
2 
3 
a 
5 
5 
7 
8 
9 

10 
a 


& 


Tee tou th (meat immeti- 


Sure 


Payroll seaas total payroll less salaries of owners or corporate officers. 
Regular employees include all those eaployed on & permanent basis, and paid weekly or by any period longer tan 
week. 


Extra employees iaclode all those loyed for special jode, and paid either by the hour or for the particular j0d. 
Tee average omber of extra aaplagess may be conputes by dividing the sumber of working days in the math ito 
the total saz worked by extra le: . 


. 


CERTIFICATION 


T CERTYYT that the information coataised is this petition ie tree asd correct. 


SIGSATURE OF LABPLORE (There Petitioner is @ sor 


she tition ebouté » tgeee & @ely Guthorised 
It d@ not necessary that thie Petition catia oo je otge 7. y, 


be sworn to, but falee statements asy 
eubject you to the penalties provided 
or lew. 


OPA FORY BOG4 (S47) Faee « 


© 8 @r ERENT feerteD OFTHE ee oO eee 
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INSTRUCTIONS FOR OPA FORM D-S8A 


LANDLORD'S PETITION FOR AD. 


ION ONLY 


Substential Hardship from Increase in Peeperty Texes or Operating Costs 


The page ond ite nasbdere below refer te pages and itens on OPA Fore B- $04. 


a. Fill out two copies of Landlord's Petition fer 
wetrent of Rent (Form D-56a). Use typewriter or 
erite Legibdiy. 


& Send worn copies of your petition of Fore Dewea 
to the Re@t Director at the address stamped tn the 
upper right-hand corner Of Wat fore. 


S. Be sure to give ail of We information called 


for @ 5 Ge form (form D-s6a) Stee af a 
able to ear” greserey, If you Beglect to @ #0, We 
form may have to be returned to you for the additional 
in formation. 


4. You MAY BE SEQUIRED TO VERIFY THE FrovRES In 


THE PETITION FoRE by supplying copies of your tncome 
tar returns and other records, 


1, ADDRESS(ES) OF PROPERTY CONCERNED In TRE Pets. 
Tia ~ A *property® includes one or more structures 
created as @ single unit or enterprise. 

Tiet tho street addresses, including city and state, of 
che suapeeee or bulldings to which this petition ts 
@pplicadle. 


2. OUNER--LESSER- -OTHER - Indicate whether the pe- 
titioner is the omer or lessee. If you are ® trustce, 
receiver, etc., check *other® and write in the dDlank 
space after *(specify)* the capacity in which you oper 
ete the property. 

PROPERTY RECORD 

A. ASSESSED VALUE OF PROPERTY - Show if this apace 
the total assessed value of real and personel property 
86 determined from your tax Dills on this property. if 
the State or county assessmen: differs from the city 
assessment, show each assessment separetely. If the 


assessed valuation hes been changed since the firat 
year shom on the statement of income and expense, chow 
changes and date changed on the blenk space on @ sepe- 
rete sheet of paper to be filed in Guplicate. 


B. TYPE OF CONSTRUCTION - Designate Whether the 
Dullding ig stone, Drick, concrete, stucco, frame, 
vrick end » OF frame and stucce, Designate also 
whether the dbullding is fireproof, semifireproof, or 
non fireproof. 


C. COST OF ACOUISTTION - State in “thts space tne 
original cost of the property to you. Where the land 


and mullaing were purchesed for « lusp sum, 
chase price must be allocated between the Tas — 
Duilding. The amount to be sllocated to the building 
is limited to an amount which beers the same proportion 
to the total gurchese price es the value of the bullae 
ing bore to the i of the entire property et the 
time of purchase. aah ny ap RY 
the building may umally be determined from your Fee 
erel income tex teterna, 


sPPROZ IMS TE DPTE sCOUIRED - If you Gid not acquire 
the lend and Dull dings at the same time, show the date 


you ecquired the lend and @lee bow the Gate you millt 
or soquired We bullding. 


BASE AND CURRENT YEARS USED 


he ‘current year? = ail cases Must begin on or 
after the Maxtwur Pent De @nd must be the most re- 
cent fll calender or fiecel year or any twelve month 
period ending not more than @ Gaye prior to the filing 
of the petition. If an allowance is reqiested for in- 
creases in property Cazes or payroll not ly reflectec 
in the *current year® selected, at least one calendar 
month must heave passed Detween the end of Ue current 
year o84 Wie beginning of thé month in which petition 
is filed. The Dase period may de eny two consecutive 
calender or fiscal years Detween Janu 3» 
the beginning of the current yeer. Such dase period 
gould be representative of normal operations for the 
property concerned in Whe petition. 


= ur 
6 and the 


Face 2 


STATEMENT OF INCOWE AND EXPENSE 


Be sure to read the following instructions thor- 
oughly before submitting your operating figures. 


All petitioners must fill in the *Statement of In- 
come and Expense* (Page 2, Items 1 to 17) unless the 
property contains more than 12 dwelling unite. If your 
property conteins more than 12 dwelling unite, you must 
submit your usual operating stetemente for the yeers 
indicated in Items A and B uniter *Base ang Current 
Years Geom on Page 1 of the petition instead of filling 
in Items 1 through 17. 

If ay years intervene between the "base period* 
and the "current year,* you may file annual statements 
of income and expense for such intervening years in 
addition to the required "base period® and "current 
year*® information. Were expenditures mace ir such 
intervening years are properly allocable in part te 
the *currertyeer,* Cis fact should oe clearly indicated. 


In filling out the stetement of income and expense, 
wee only those items from 1 to 17 which are applicable 
to the property involved in this petition: Use only 
figures ‘wich can be verified from your records. Do 
mot use estimates. You may be called upon to support 
your statements py sulmitting copies of your income-tax 
returns and other records. 


tem 1, RENT INCONE+-DUELL ING UNITS = Under tbh 
heading you will include the income earned from ait 
rented Grelling units. Include elso the rentel value 
of any wit occupied by the landlord, or ty an emplayee 
or reletive of the landlord, for.which full reat is 
Bot charged. 

If the reat for units Occupied by the lendlord, bia 
reletives, or employees is Included in *rent income,* 
itemize fully the amounts included in each me 
separate sheet of paper to be Tiled tn icete. 
ceich $0 ip proveriy topbtsasies for smapler tf te 

tis ce . ° 
Jansary 1943, tale rent mouig be incluged in reat ie 
Januery 6 rent 8 
come for '@nd sot for On the other hand, if 
@ tenant G14 not pay his December 1042 rent until Jam- 
ary 1043, this rent oa included in rent income 
for 1942, and not for 


Item 2, SENT InCOMB-~COMMERCIAL UNITS - Under this 
heading show the income earned from the rental of eo 
mercial units such as stores and offices, in the same 
way as for dwelling units. State after the word "ex 
plain® whether stores, offices, etc. 


Item 3. AM. twcomm - Under this heading show the 
earned from the sale of electricity, gas, tele- 


OPO—Or.\ 26607 
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s include the 

sic Lighting and ele- 

qs, electricity, water, 

ices furmished the tenant by the 


If 

tractor, enter the con- 

t allowed. if the work wes 

by & contractor, enter the ectuml cost of 

8 used. Do not include as ledor 

my Gpounts for salaries and 8 “Bich you have sl~- 
ready entered In Item 7, *Pay 2l*® above. 


WHTERICR PAINTING AND BECORATINO - Include 


lime the sctusl cont to the wamare of ia- 


ting and decoreting. If © was per- 
cmmtractor, enter the contract price less 

allowed. If the work was not performed by 

& cemtracter, enter the actual coat of the labor and 
terials used. Do sot include as lebdor any amounté 
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for salaries an¢ wages which you have already entered 
entered in Item 7, "Pay Roll* above. | 


Item 11. OTHER BEPAIRS ~ Include ell norma) repeir 
and maintenance work porformed which neither materially 
adds to the falue of the property nor eppreciably pro- 
loa. its life, but which keepse’the property in ep 
ordinary efficient operating condition. Exclude ex 
penditures for replacements, alterations, imphove— 
ments, or additions which prolong the life of the 
property, increase ite value, or make it adaptable to 
B Gifferemt use. Itemize the items included and those 
excluded for each year show on 8 separate sheet of 
paper to be filed in duplicate. 


Item 12. DEPRECIATIon ~ The proper sllowance for 
Gepreciation op bullding, equipment, furniture and 
furnig@ings Is that amount which should be comsidered 
@6 Gm expmee each year in accordance with « reasonably 
consistent plan whereby the aggregate of the amounts 80 
considered us expense, plus the salvage value, will at 
the end of the useful life of the property equal the 
cost of the property being depreciated. 


Item 13. Taxes - Include property tazes, etc., in 
the year in which they are due and payable. Do not 
include State or Federal income taxes, tax penalties, 
or special assessments. Show water taxes, if any, in 
Item 6, Wtilities.* 


Item 14. Insumawce- The cost of all insurance should 
be spread equally over the period covered by the various 
policies. for example, if « 3-yeer fire inewrance 
policy is purchased at a cost of $0, each of the 3 
years covered by the policy will be charged $20. 


Item 16. OTHER EXPENSES (EXCLUDING INTEREST) - In~ 
clude on this line the total cost of advertising, man- 
agement fees and commissions, renting expense. dad 
debts, office expense, legal expense, auditing expense, 
exterminating fees, garbage disposal costs, licenses, 
Tleundry and dry cleaning, and other miscellaneous ez- 
penses. Do not include any interer: or mortgage amorti~ 
tation. Itemize on & separate sheet of paper to be: 
filed tm Guplicate the major items of expense included 
in this category for each year. 


Item 1¢. TOMAL EXPENSE (BEFORE InTEREST) - Enter 
the total of Items 5 through 16, 


Item 17. SET INCOME (SEFORE INTEREST) — Enter the 
aifference between Item 4 aba Item 16. 


PRESENT OCCUPANCY AND RENT STATEMENT 
APARTUERT HUUEER GR LICATION OF UNIT ~) Identify the 


- List the name of the tenant oc- 
capying each wit on the dete of filing the petition. 
If @ Wit is ecaupied by the Landlord, « member of his 
tenily. or mm employee of the property, be sure to 
List the name of the occupant, and explain the rela- 
tionship in We space provided below. If the unit Is 
Vecemt, erite *vacamt* if the space provided, and shor 
Be maxinem end reqiested rent for the dwelling unit. 


“PRESENT RENT ~- This Is the amount of rent Deing 
charged et the time this petition is filed. 


@AXI@w REWT + The marimum rent a6 registered with 
the Office of Price AGministretion. 


STORES. ETC. - List stores, offices, etc., indicat- 
ing location and type of bustness. 


REOUESTED REnT - The rent the petitioner is re- 
questing in this petition. 


EXPLANATION OF CHANCES IW RENTS DURING “CURRENT 
YeaR™ - LISt store or apartment number, oli rent, new 
rent, and date of esch rent chanz~ mace during the 
*Current Year.* 


rent year. Detailed ‘instructions for the items called 
for sre ahom on Pege 4. 


CERTIFICATION. 
The certification must be completed on every pe- 
tition by the dating of the petition and signature 
of the landlord. 
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Senator Bricker. Mr. Woods, right there I want to call your atten- 
tion to the fact that building material index for January 1951 was 
up 225.6; paint, 162.1; lumber, 354.9; plumbing and heating, 183.7; 
and yet in the decontrolled areas you say that rentals have only 
increased 19 percent. Does that look like a fair adjustment, or an 
unfair increase in rents? : 

Mr. Woops. Well, first, Senator, let me say this: We do not know 
the figure for the decontrol of all areas. that have been decontrolled. 
Maybe it is smaller, it may be larger, I do not know. That was for 
nine cities, but when you mentioned these certain items of the 
increase—— 

Senator Bricker. Those are the cities you said might go up a hun- 
dred percent when you were here a year or two ago? 

Mr. Woops. No, sir. 

Senator Bricker. I remember that figure. 

Mr. Woops. I said that could possibly happen. 

To answer the other part of. your question, these buildings that 
are being operated as housing accommodations do not use a lot of 
the supplies of building that go into new building. They use an item 
here, repair item, a new faucet here, strengthen a boiler there, put 
some paint on the outside, very little on the inside, so that those figures 
reflecting those high increases are not reflected in the actual apart- 
ment expenses of buildings. They have gone up, and we have good 
records to show. We followed the increase in operating expenses, 
and they are up, but they are not up anywhere near those figures. 

Senator Bricker. What about the labor costs, the maintenance of 
the building? 

Mr. Woops. That is up also. 


Senator Bricker. Have you a figure on that ? 

Mr. Woops. Bulked in with the increase irf operating expenses of 
the group of buildings. 

Senator Bricker. How is the comparison of rental units according 
to the units of Saree par today as compared with 1941? 


Mr. Woops. Rental units are down. 

Senator Bricker. I mean living units. 

Mr. Woops. I do not understand—do you mean total number? 

Senator Bricker. Total number of housing units compared with the 
population as compared to 1941. 

Mr. Woops. The total number of units compared to population is 
up. There have been about 7,000,000 new units constructed since 
1940. 

Senator Bricker. Now you want to put the new construction under 
control? I remember 3 or 4 years ago, when we were discussing the 
problem of getting housing, the imperative need was for new houses, 
and in order to get rental units built we took them out from under 
control. I think one of the first requirements of the Government 
the United States is to be fair with its citizens, and honest with 
them. 





‘DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 747 


Do you think it is in the realm of fairness, honesty, or good morality 
for the Government to say to them, “We induced you to build them, to 
get housing units for people, and now we are going to deny you the 
very right we gave you in getting you to build”? 

Mr. Woops. Well. I remember when new units were taken out of 
control. As a matter of fact, I concurred in that myself, because I 
felt that the only way we were ever going to get out of rent control was 
to encourage the construction of new units, but now we have a dif- 
ferent situation. We are trying to stabilize the economy, and to leave 
one segment of rental units completely free is not going to stabilize 
the rental market, in my opinion. 

Senator Bricker. We gave you a gage here, I did not think it made 
sense and I still do not, of fair net operating income. Will you ex- 

lain to the committee just how you arrived at the fair net operating 
meome, and give-us the formula by which you came to a proper rent on 
that basis ? 

Mr.-Woops. Yes. The fair net operating income we took that it 
meant that we should try and determine from experience the best 
experience we could gather what was fair, what was normal, what was 
the average. We took the only date at that time available, the operat- 
ing experience of some 100,000 units all over the country, and we 
determined how much income they had over a period of from 1939 
to, I believe, 1946. We determined what they spent, the percentages 
that they spent for fuel, for taxes, for all their operating expenses, and 
how much net income was left after they met all of their expenses. 

We took the median point on a chart or a graph, that is, half the 
properties were above that and half below, and we said that was 
to be the point where our fair-income principle formula would work. 
Those that were below that would get an adjustment. Those that 
wereabove it would not. Now, in very simple terms, that. is what we 
did. 

Senator Bricker. Do you have that chart for the record? 

Mr. Woops. Not here today. 

The Cuarman. Can you furnish it for the record? 

Mr. Woops. Yes, sir. 

(The chart referred to follows :) 


83762—51—pt. 1——-48 
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Senator Carenarr. Let me ask you this question : 

The present rent-control bill is based upon 1942 rents; is it not? 

Mr. Woops. That was the first freeze date; yes. 

Senator Carenart. This is 1951. Now, in extending or in bringing 
back under control, possibly, some that have been decontrolled—and 
you are recommending that we bring new houses back under—what 
year do you think we ought to use, or what basis ought we to use now 
for arriving at the freezing of rents? 

Mr. Woops. I ver saatieabioe feel, as I will cover in my state- 
ment, that we should not roll these rents back. 

For example, on new construction, new rental construction, a great 
amount of it, was handled through the FHA, and in the handling of 
that construction the FHA set rental ceilings. 

Senator Carenarr. You say you are not recommending rolling back 
anybody’s rents? 

r. Woops. Not going below those ceilings; no, sir. 

Senator Cargenartr. What about the fellow who has had no increase 
since 1942? What are we going to do for him? 

Mr. Woops. Senator, we have tried every method known to get him 
in, to give him, to hand him, a rent increase, and I will have to admit 
there are still some that haven’t had any. 

Senator CarpenaArt. You mean they have not applied for it? 

Mr. Woops. They have not applied for it. 

I would like to say here to you gentlemen if you have any case—— 

Senator Carenart. Would you be in favor of in this new bill to 
making it legal to increase anybody who hadn’t had a rent increase 
since 1942; that he would automatically increase his rent X amount, 
10, 20, 30 or 5? 

Mr. Woops. I wouldn’t want to say automatically, although the 
present regulation says to our people in the field anybody that hasn’t 
had an increase since 1942 certainly is entitled to one without any 
examination of facts and figures; but the reason I wouldn’t want to 
make it automatic, is that 1 feel there are some instances, where the 
reason they haven’t had an increase since 1942 is that they are getting 
it, but not within the framework of the law. 

Senator Capenart. How are they getting it / 

Mr. Woops. Getting it through violations, and if you gave it to them 
automatically, they would simply pile that on top of what they are 
getting. 

Senator CareHart. Do you have any concrete cases where they are 
doing this violating ! 

Mr. Woops. Yes. 

Senator Capenart. What have you done about it? 

Mr. Woops. We correct them, and make them refund the overcharge. 

We don’t prosecute anybody unless they are repeat violators. 

Senator Carenart. Why? I always understood if I violated the 
law I would get prosecuted. 

Mr. Woops. During the past act, we have felt that this act was 
designed—we were supposed to be liberal. We were tending toward 
a period of decontrol, and we took, you might say, a more friendly, 
paternal attitude to these people. 

Senator CarrHart. Who is to be the judge whether you prosecute 
Bricker or Capehart? Are you the sole judge; if Bricker violates you 
don’t prosecute, but if Capehart does, you do? 
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Mr. Woops. If Mr. Bricker had been in once before, and we said 
we will forgive you this time, don’t do it again, and he did it again. 
then we would prosecute. 

If you came in with exactly the same overcharge for the first time, 
we would let you go. 

Senator Capenart. In other words, you are the sole judge or ad- 
ministrator of whether a man should be prosecuted for violating the 
law? ie 

Mr. Woops. My general counselfor some reason is worried about 
that word “prosecute.” 

Mr. Dupree. I am, because you can’t prosecute under the law. 

Senator Capenart. You say you can’t prosecute ? 

Mr. Dupree. No, sir; all you can do is bring action for treble dam- 
ages of the overcharge. 

Senator Capenart. I beg your pardon for not knowing the differ- 
ence between bringing an action and a prosecution. I thought bring- 
ing action was the same as prosecution. It is; isn’t it? 

Mr. Dupree. I thought you had in mind criminal prosecution. 

Senator Carenart. You are the sole judge as to whether you will 
or will not prosecute ? 

Mr. Woops. Yes. 

Senator Carruart. So you can play favorites if you want to? 

Mr. Woops. No; because we have added something new to rent con- 
trol. I think it is something rather new in the administration of the 
Federal Government. 

Senator Carenart. I am afraid you are right. 

Mr. Woops. Two years ago you people put into our act provision 
for rent advisory boards. These rent advisory boards, these 3,000 peo- 
ple who serve without pay, who are recommended by the various State 
governors, and then appointed by me, serve in the local communities 
not only as a board of directors to see that the local office handles rent 
control matters with common sense and equity and fairness, but in 
these compliance cases, as a jury, and it is our system today, and has 
been for over a year, that any aggrieved party, either the landlord or 
tenant, who feels that our decision is unjust, can go before this board 
and put their case in front of them. 

If this board reverses the decision of our area rent director, un- 
less it is purely capricious or outside the law, their decision stands. 

Senator Carenart. Then you are opposed to permitting anyone 
who has not had a rent increase since 1942 from automatically getting 
X percentage of an increase. I don’t know what it should * at the 
moment; I am looking for a formula now to be fair and equitable to 
what I will believe are tens of thousands of the people in the United 
States renting property who hadn’t had an increase since 1942. 

Mr. Woops. They should have an increase, and if giving it to them 
automatically would separate the good people who have tried to obey 
the law but just didn’t know the regulations, from those who are de- 
liberately trying to get around it, I would say “fine.” It would be 
easy, administratively, but it has been our experience that those who 
have been just living outside of the regulation would benefit, whereas 
I think a system coma be designed very simply, that while it wouldn't 


be on an automatic basis but by filing a very simple piece of paper, 
we could check and make sure that they are getting the rate increase 
legitimately. 
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Senator Carenart. Would you be willing to have the bill amended 
to say you would freeze rents as of a given date—let’s say of today— 
and permitting an automatic increase of X percentage to those that 
had no rent increases since 1942, or if they hadn’t had the percentage 
we arrived at, they could bring their rent up to that percentage, in 
order to equalize the Eiferends betwen this 134.5 that Senator Doug- 
las put into the record, whereas the general increase in all items has 
been 184.5 ? 

Mr. Woops. Senator, that would result in a general 50-percent 
increase i 

Senator Carenarr. I didn’t say 50 percent; I didn’t give you the 
percentage—I said a percentage, whether 5, 10, or whatever we might 
arrive at. 

I am talking about a formula only, not any percentages, just a 
formula for arriving at an amendment that might be fair to the prop- 
erty owners, those people who have rental property in the United 
States. 

Mr. Woops. I certainly would cooperate in the writing of such a 
formula, except that I am sorry, Senator, I can’t, from the matter of 
experience of 9 years in this rent control, agree to an automatic kind 
of a formula. 

Senator Carenartr. Why! Wasn't it automatic in 1942, when it 
was set; everybody was frozen at their rentals on a certain day in 
1942, were they not? 

- Mr. Woops. Well, I think there was a difference between freezing 
them 

Senator Carenart. Suppose rent control had been completely elimi- 
nated, there was no rent control at all for the moment, and we were 
for the first time deciding in this committee to put rent control on. 
On what basis would you say the rent should be frozen ¢ 

Mr. Woops. Well, I think back in 1942, when we froze them, prior 
to 1942, the normal law of supply and demand in the rental market 
had a chance to make the adjustments that were necessary. We did 
freeze everybody, but we froze everybody in their same relative posi- 
tion. 

We then, of course, realized that there would still be inequities; 
any rent, for example, that was substantially below like rents could 
be brought up, but always on the basis of an individual case. 

Senator Capenarr. Would you say that anyone who had not had 
a rent increase since 1942, under present prices, should now be entitled 
to a rent increase ? 

Mr. Woops. Very definitely. 

Senator Carenarr. Then what is the objection to letting them auto- 
matically have a 5-percent or 10-percent increase? I again say I don’t 
know what the percentage should be. 

Mr. Woopns. Only in the method, Senator, because I just don’t want 
to give the chiselers the same benefit that the honest——— 

nator CapgHart. I don’t see how you would be given the chiselers 
ong rer bonlen benefit. 

r. Woops. Because, as far as the tenant is concerned, of that par- 
ticular unit, he has been paying a particular rate. 

Senator Carenart, Let’s say $50 a month. 

Mr. Woops. Now, that $50 rent—— 
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eed CareHart. He was paying $50 in 1942, and is still pay- 
ing $50. 
ow, where does the chiseling come in ? 

Mr. Woops. The chiseling comes in that there has been even in tight 
areas, a turn-over. I don’t know the exact figure, no one has ever 
surveyed it, but the number of tenants that are still in possession of 
the same accommodations since 1942 has changed materially, so that 
the present tenant—and he is the one you-would affect—wouldn’t know 
in many instances in my opinion what the rent was in 1942. He has 
always been paying $50, let’s say. 

Now, if it was announced that the Congress had-put a formula into 
the act that everybody was to get a percentage increase who hadn’t 
had an increase since 1942, the same landlord who chisels now would 
also say to that same tenant “my rent has been $50 since 1942. Now, 
you have to add a certain percentage on to it.” 

I differ with you only in method. 

Senator Capenart. Would you be willing to say, then, that they 
would all have to file an affidavit with you stating that on a certain 
day, or whenever it was in 1942, the rent was so and so, and that it was 
still that, just file an affidavit with you, automatically file it with you, 
like an income-tax return, under oath, knowing that if you caught 
them at a later date they would be subject to prosecution just like they 
are under a fraudulent tax return ? 

Mr. Woops. That I could buy, but let me say, Senator, that we don’t 
even force them today to go that far. We don’t make them swear to 
an affidavit. We just make them sign one sheet of paper, which they 
use to say they haven’t had a rent increase since 1942. 

Senator Cargnart. Any honest person would have no objection 
to filing the affidavit. 

Mr. Woops. The whole difference is between the automatic and the 
filing we check the registrations. 

You see, we have what the rents were in 1942, and the first thing 
that anybody does on a rent question is go to those registration state- 
ments and check those rents. 

Senator CapeHart. You have those now ? 

Mr. Woops. We have those; we have the orginals. 

Senator CarrHart. But you have no way of knowing whether they 
have increased their rent in the meantime? 

Mr. Woops. No; we don’t know. 

Senator Bricker. You could have an affidavit to the effect that they 
have not increased those rents in the interim without authorization 
of legal authority. That would be a simple matter. 

Mr. Woops. This, Senator, is the form we use for that very thing 
now. Itis actually less cumbersome than an affidavit. We trust them 
to that extent: if they will sign it, that they haven’t had an ‘increase 
since 1942, that they are maintaining the services, they are entitled 
to an increase. 

Senator CarrHart. You understand that you certainly can’t control 
all wages and prices on everything in America without controlling 
rents. I know that; I don’t know about the other members of the 
committee, but by virtue of the same thing, I don’t think I can freeze 
a man’s rent as of 1942, which was nearly 10 years ago, when the 
increase in wages and all prices, and so forth, since that time, have 
gone up. 
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Mr. Woops. I agree with you that that should be done. 

Senator Capenartr. We need a formula here for continuing rent 
control as long as this Defense Production Act is in effect, but you are 
going to have to equalize rents with other prices. 1 

The Cuairman. How are you going to handle the community not 
under rent control? What basis are you going to put on them? 

Mr. Woops. Communities that are not under control, actually, 
Senator, are discussed in the next paragraph of my statement. 

Senator Ives. I want to ask some questions. I was just going to ask 
Mr. Woods if anywhere in his statement he has any comment concern- 
ing the Federal-State relationship, where States have rent control 
administrations of their own. As I glance through your statement, 
Mr. Woods, I don’t find anything. 

Mr. Woops. I don’t have it in my statement, but I can answer it for 
you right now, Senator ; that I believe—— 

Senator Ives. May I ask you some questions before you start answer- 
ing, and I think maybe we can save a lot of unnecessary discussion : 

In a section of the President’s message—you may have a copy of it 
there—of April 26, which deals with this subject generally, on page 
10 there is the following statement : 

All of these circumstances call for new rent legislation. The Government 
should have power to establish rent controls in any community where they are 
needed to stabilize the situation, stop profiteering, and hold down living costs. 

Of course, if State and local action results in holding rents to reasonable levels, 
the Federal Government would not act. 

That is the end of the quotation. 

Now, with particular reference to that last sentence, would you be 
good enough to refer me to the language in the bill before us which 
would carry out the above intent ? 

Mr. Woops. That isn’t specifically in the language of the bill. 

Senator Ives. It isn’t in the bill ? 

Mr. Woops. No, sir. 

Senator Ives. That apparently has been disregarded entirely; that 
admonition by the President. 

Mr. Woops. No; what I believe you are asking is that in the bill 
we put in a specific exception. 

Senator Ives. I am coming to that. Assuming for the parpees of 
discussion that the title providing for Federal rent control would be 
preserved in this legislation, then would you not agree that any State 
which has its own rent-control system functioning under well-defined 
a should be expressly exempted from the application of title 

V-A? 

Mr. Woops. I would agree with the President that any State that 
had adequate rent control, there would be no necessity for the Federal 
Government to supersede that control. 

Senator Ives. Well, Mr. Woods, do you see any reason why such 
minimum standards—you say adequate, and you haven’t even got 
minimum standards—should not be in the bill? I would assume you 
would want standards of some kind. 

Mr. Woops. Yes. 

Senator Ives. Can you see any reason why such standards, and I 
call them minimum standards, should not be written into the bill 
itself and not left to the arbitrary discretion of the administrator of 
the title? 
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Mr. Woops. No; standards can be written into the bill. 

Senator Ives. Don’t you think it is necessary that they should be 
written into the bill if—I take it you are in‘favor of the States carry- 
ing on the administration of this work under their own statutes, under 
their own set-ups, where they meet these certain standards to which 
you refer; is that correct? 

Mr. Woops. That is correct. : 

Senator Ives. All right, then; that being the situation, you have to 
have some minimum standards, have.you not, somewhere in the law? 

Mr. Woops. That is right; so that they not only meet the standards 
now, but also in the future, so they don’t change. 

Senator Ives. What would you think of minimum standards in the 
law that would tie the rent factor to the Consumer’s Price Index, and 
by that I have in mind providing the retention of State controls unless 
the rents in the controlled areas in the State exceeded by a certain 
percentage the maximum rents applicable when the State took control. 

In other words, to have a range there during which the State would 
have complete control, but when the matter got outside of that range, 
moving up, then the Federal Government again would intercede. 

Mr. Woops. Senator, I would have to think that standard over. It 
sounds all right as I listen to it. 

Senator Ives. If we are going to have anything like that, we have 
to have it pretty soon. If we are going to have any standards at all, 
we are going to have them so we can put them in the bill; I think you 
will agree on that. 

Mr. Woops. I believe, Senator, there are some States that do not 
have consumer price surveys. 

Senator Ives. I am talking about Federal price survey, primarily. 
That is what you would have to abide by. 

Mr. Woops. Mr. Davis, would you care to answer that ? 

Mr. Davis. The Bureau of Labor Statistics index covers only 34 
cities, so there would be a very large area where there would be no 
means of measuring the adequacies of State control. 

Senator Ives. You would have to have some other kinds of 
standards. 

Mr. Davis. Either that, or extension of control to other 
communities, 

Senator Ives. Mr. Chairman, I am sorry to have spent all this 
time, but New York has a pretty good statute all its own, and we 
would like to have some kind of system where we would be exempt, 
presuming we meet minimum standards. 

The Cuarrman. I think the Senator from New York knows enough 
about my feelings about State rights; I am glad to help him on his 
State rights’ problem. 

Senator Ives. I have a couple of letters, Mr. Chairman—— 

The Cuarrman. They will be included, unless you want to read 
them. 

Senator Ives. One I wrote to Mr. Woods on March 12, and his 
reply to the letter under the date of March 19, which I would like to 
have incorporated in the record at this point. 

The CHamman. Without objection, they will be incorporated. 
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(The material referred to follows :) 


Hon. Tieue BE. Woops, 
Housing Exvpediter, 
Temporary EB, Washington, D. OC. 

Dear Mr. Woops: No doubt you are aware of the present legislation on the 
Senate Calendar that would provide for a 90-day extension of the Federal rent- 
control law. This legislation is intended to be moved shortly, with the under- 
standing that in the very near future, when hearings are held with respect to 
amendments to the Defense Production Act of 1950, a new title on Federal rent 
control will at that time be formulated. 

A suggestion has been made to me that the Housing Expediter be authorized 
to exclude from his control States meeting certain minimum standards set by 
the Expediter, and that thereby New York State might be excluded from control. 
Will you kindly let me have the benefit of your views on this proposal? 

Sincerely yours, 
Irvine M. IvEs. 


OFFICE OF THE HoustnG EXPEDITER, 
Washington 25, D. C., March 19, 1951. 
The Honorable Irvine M. Ives, 
United States Senate, Washington 25, D. C. 


Dear SENATOR Ives: Thank you for your letter of March 12, 1951, seeking my 
views on the suggestion that any new rent-control legislation authorize the 
Housing Expediter to exclude from Federal control States which have rent con- 
trol meeting certain minimum standards set by the Expediter. 

As you point out, hearings will probably be held in the very near future with 
respect to amendments to the Defense Production Act of 1950, including a title 
on Federal rent control. We are now considering the recommendations that will 
be made to the Congress with reference to that legislation. Any recommendations 
that are made will necessarily be in the light of our defense program and its 
effect on our economy. In my opinion, rent control must be considered as an 
integral part of the whole stabilization program. 

Since rent control has again become a national problem because of its relation- 
ship to the stabilization program, I feel that any rent legislation should permit 
the Expediter to place under Federal rent control, under well-defined standards, 
any areas not now under Federal control. Whether it would be wise to return 
Federal control to areas that now have State controls, I am not prepared to state 
at this time. I will most certainly agree that generally it is of little importance 
whether necessary and adequate controls are administered by a Federal or a 
State authority. On the other hand, it may be questionable whether all-out 
controls over prices, wages, and rents can be properly administered by separate 
authorities. If controls were limited to rents I would certainly say that adequate 
State controls should not be disturbed. The situation may be somewhat different, 
however, where other segments of the economy are under Federal control. I think 
that what we are all interested in is stabilization of our economy as an aid to 
our defense effort. The decision, therefore, as to whether Federal controls should 
be restored in New York State is a matter for the Economic Stabilizer, in the 
light of the over-all program. For these reasons, I do not feel that I could at 
this time give you a firm answer in the matter. 

I am grateful for the opportunity of explaining to you my position in this 
matter. 

Sincerely yours, 
TiaHEe E. Woops, Housing Eapediter. 

Senator Ives. I will ask if Mr. Woods would be so kind as to devote 
a lot of attention between now and the end of the next 3 weeks in 
working out some kind of a formula whereby a minimum standard 
could be established to which the States themselves would have legis- 
lation of their own covering this matter which they may be required 
to subscribe or conform. 

The Cuarrman. Could I ask the Senator from New York a question ? 
Would the Senator entertain a motion to exclude New York because 
of their own laws? 
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Senator Ives. Yes; I would like to exclude New York, but I don’t 
think it is fair to the sister States in the Union. I don’t know why 
New York should stand out all alone in this business. What is good 
enough for the rest of the country is good enough for New York. 

The Cuamman. I was thinking out loud about the New York 
statute on commercial rents. 

Senator Ives. We have commercial rent control; we don’t need an 
of this in New York State at all. We have commercial rent control; 
we have the whole business, but on the other hand, we don’t want to set 
ourselves apart at all. We belong to the United States, and we are 
willing to play ball with everybody else. 

Senator Bricker. I am Wed to have you confirm that. Some of 
us have wondered about it at times. May I ask one question at 
this time? 

The Cuatrman. Go ahead. 

Senator Bricker. This involves the boards you mentioned, these 
local boards. How are they made up? 

Mr. Woops. They are made up of a balance—we try to keep a ratio 
of three public-interest members, one landlord member, and one tenant 
member, although the board might be 10 people, or 21. 

Senator Bricker. I heard an incident the other day where the 
landlord member was a former employee of your Department that 
had no rent property of any kind or character. Is that true in any 
place in the country that you know of? 

Mr. Woops. Senator, it could be, but as soon as it would be caught, 
it would be changed. 

There are some 3,000 people. I would like to actually have the 
board. There are resignations, deaths, it is constantly changing. 
We appoint them as fast as we get recommendations from the gov- 
ernors, and we try to watch them carefully, but something like that 
could happen. 

Senator Bricker. Where would the complaint be made? 

Mr. Woops. To me. 

Senator Carenart. How many boards have you? 

Mr. Woops. We have about 365 active, and we have standby boards 
in decontrolled areas to watch and see what is happening. Alto- 
gether, there probably would be close to 600 boards. 

Senator Bricker. My problem here all along has been and con- 
tinues to be as to how to fairly take care of those people who have 
bought some property for rental purposes, and have been under rent 
control throughout all of these years. 

I am not talking of the big apartment owners, because as I have 
said so often they have means and ways of taking care of themselves, 
they can hire counsel, they have a bookkeeping system, and they can 
properly get adjustments, and many of them didn’t need them. 

The increased tenancy has largely taken up any slack or loss that 
they might have had, but 50 percent, I think, of the units in this 
country, are owned by people who only have one rental unit, and 82 
percent who have four rental units, or less. 

Now, that group of people, those that are within rent control, have 
not had any increase except about an average of 10 to 20 percent, 
I think, since 1942. They built this property for the purpose of 
taking care of their own social security, their day of need. Many of 
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them are older people. They have in many instances, I know, had 
to sell their property because they couldn’t possibly get enough out 
of it under rental control to take care of the maintenance and “get 
= return to themselves at all. eS 

ow, what have you in mind in this bill, and I see nothing in the 
bill myself, that would give them the advantage of the present de- 
valuation of the dollar, which is now worth 53 cents of what it was 
in 1940 or 1941, to bring them up to a reasonable level with labor, 
with the farmer, and with the industrialists, whose profits were very 
high last year. Why should we, what is the vane or public basis 
for penalizing that segment of the society which has tried to take 
care of itself, and holding them to a low level while everybody else 
has gone up in the meantime? Have you anything in mind that 
would bring them up to an equitable basis with labor, with the farmer, 
and with the industrialist ? 

Mr. Woops. First let me say this, Senator: I feel that, like you, 
I will forget the larger operators for the moment, those owners of 
the smaller accommodations, they have, as far as their property is 
concerned, as far as we have been able to determine, as far as the 

roperty itself is concerned, are doing all right under rent control. 

ere is the rub. Their net income is up, as it is in the bigger in- 
vestment properties, not as much but it is up considerably over 1939 
and 1940, but even though it is up—— 

Senator Bricker. Income from rents? 

Mr. Woops. Their net income on the property is up. 

Senator Bricker. From the rented property ? 

Mr. Woops. Yes. 

Senator Carrnarr. After taking out all expenses? 

Mr. Woops. All operating expenses; not mortgage indebtedness and 
not depreciation, but taking out all operating expenses. 

Senator Capenart. Why do you eliminate taking out depreciation ? 

Mr. Woops. Actually, depreciation has been a pretty constant fac- 
tor, prior to rent control and through now. It doesn’t vary too much. 
The same amount is deductible year by year. Actually, if we put 
depreciation in as a factor, it would show that net income, starting 
it with 1939, as I do later, would even be better, so we eliminate de- 
preciation because it was constant before, and is pretty constant now. 

The rub, I feel, is this—and I say this sincerely—I do not think 
it is my responsibility as an administrator to try to tie their net income 
dollars to some other factors. 

I think it is my responsibility to see that those net income dollars 
are doing all right. Let me put that in another way: 

There the complaint is that with rent control the net income dollars, 
ee they are up, will not buy today what they would buy in 1939 
or 1940. 

Senator Bricker. That is true; isn’t it? 

Mr. Woops. The same with anybody that is on a fixed income, or on 
an annuity. 

Senator Bricker. You wouldn’t deny that; would you? 

Mr. Woops. No; but I say that is their complaint. 

Now, we have proven to these people time after time by taking 
their building, taking the operating history of their building in 1939, 
1940 or 1941, and comparing it with today, their net income is up, 
actually up, but even though it is up, I believe it is up 34 percent. 
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Senator Bricker. His rent increases have been 34 percent ? 

Mr. Woops, No, 

Senator Bricker. Where does he get income except from rent ? 

Mr. Woops. His rent has increased, his expenses have increased also, 
but the spread with 100-percent occupancy, with the decrease in cer- 
tain—shall I say sales expense, repairs has decreased. 

His collections are better, so that his net is actually up, based on 
operating experience which we will be glad to submit the history of. 

Senator Bricker. I wish you would submit.those figures, because if 
a man owns a property,:and it is rented, and it had to be rented in 
1942 if it were controlled, if it is controlled, and if his rent has gone 
up, say, 15 or 20 percent, and that was the last figure you gave us, I 
think, some ania ago, and his costs have gone up, as I stated here 
a moment ago, 162, 354, 183, and 225, I don’t see how you can get a 
wider spread there. 

I would think you would be lessening the spread all the time. 

Mr. Woops. Here is an example. In 1939, small structures of four 
units and less, in 1939 for every $100 of income in small structures, 
operating expenses took $62, leaving a net operating income of $38. 
By 1950, income had been increased 30 percent. 

Senator Bricker. Is that your rent increase? 

Mr. Woops. Yes; actual. 

Senator Bricker. In controlled properties? 

Mr. Woops. In controlled properties where we could get the history 
through all of this time, actual operating expenses and income. 

Senator Carenart. What about those who had no rent increase? 
They would be 30 percent less; wouldn’t they ? 

Mr. Woops. This is the average, taking in some in the community 
that got none, and some that got more than that. 

Senator Bricker. The average increase on controlled rental prop- 
erty then from 1942 has been 30 percent ? 

Mr. Woops. In 1939, this is. 

Senator Bricker. I am concerned from the time you started to 
contepl rents, what has been the average increase in your controlled 
rents ¢ 

Mr. Woops. In small units, in the cities that we made these surveys, 
it has been 30 percent. 

Senator Bricker. Have you got those figures in your report here? 

Mr. Woons. Yes; that is what I am reading from. 

Senator Bricker. That has increased considerably since your last 
report, then. 

r. Woops. We haven't been able to complete this survey work—I 
believe the last time we did it was 1947. Now, we went back to the 
same real estate operators, the same buildings, and brought these 
up to date, using their actual income figures and their actual expense 

res. 

ge Bricker. Real estate operators, talking about the owners 
of big apartment houses? 

Mr. Woops. No; I am using the term as a managing agent, a bank, 
a trust company, somebody who had small buildings then and now, 
the same buildings so that we could have an accurate comparison. 

Senator Bricker. What have you got on these people who own 
their own buildings and rent them out themselves? That is the class 
that I am concerned about particularly as being squeezed. 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 759 


Mr. Woops. If they had figures, we would include them in the sur- 
vey. If they didn’t have figures, we wouldn’t, if they, didn’t keep 
books, but I believe our sample was large enough to be relatively 
indicative of the condition. 1 would not say it affected all of them, 
the same, because—— 

Senator Bricker. You think, then, that figure of 30 percent applies 
across the board to all rental units, four-family units and less; 1 mean 
the average ¢ 

Mr. Woobns. It is an average, and as an average can be used on both 
sides. There will be some under it and some over it; but let me finish 
this paragraph. 

In 1939, for every $100 of income in small structures, opérating 
expenses took $62, leaving a net operating income of 38. By 1950, 
income had increased 30 percent to $130, expenses had gone up 28 
percent to $79, and net operating income rose to $51. This is 34 
percent higher than the $36 net operating income in 1939. 

Senator Scuorrret. Mr. Chairman, may I ask a question? 

Since you mentioned the year 1938, and if my memory serves me 
correctly, the wholesale credit index from the Bureau of Labor 
Standards in 1939 was 77.1 percent. If we go back and take 1926 
as 100 percent, this can be compared with about 183.4 percent on 
May 1, 1951, the present month. 

That would represent an increase of 137 percent, if my arithmetic 
is correct. 

Now, with material costs, construction, and labor costs 137 percent 
higher than in 1939, how can a property owner, with one tenant, two 
tenants, or three, have the same relative earnings with only a 34.7- 
percent increase in rents ¢ 

Mr. Woops. In the first place, there are a lot of factors that have 
helped that small owner in the last 10 years he never knew before. 

Senator Scuorrret. He has his money in it, it may be the means 
of his livelihood. On the basis of these figures, that percentage is 
too low. 

Mr. Woops. Senator, I don’t want to have any misunderstanding 
that I am trying to say or prove that that $38 or that 34 percent higher 
net income has kept taking on the increase in, for example, wage in- 
crease, cost of clothing, of food, but looking at buildings as an invest- 
ment, buildings as buildings, they are in better condition today than 
they have been since 1939. 

Senator Bricker. Your net operating income in 1939 was $38, on 
the basis of $100. In 1951, or whenever this figure was calculated, 
it was $51. Now, that $51 is worth on the general market today 53 
cents on the dollar value of 1939. 

That gives you $27, which is the actual net income at the present 
time, which means a loss of $11 worth off now in purchasing power 
than he had in 1939 in spite of the increases which you say have 
occurred. 

Mr. Woops. I think that is what he is complaining about. 

Senator Bricker. Isn’t it a fair complaint, a just one? 

Mr. Woops. Yes; but I say in all sincerity that I do not feel that 
T have the responsibility for hooking on this figure, which I do have 
responsibility to watch, to any change in what the dollar will buy 
today as compared with what it would buy. 
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Senator Bricker. We have to look at that, certainly, if we are going 
to be fair, and it isn’t right for the Congress of the United States, 
operating through you, to penalize and to paris a segment of the 
society more on a general level than any other is punished by infla- 
tion and adulteration of the dollar. 

Mr. Woops. You people do have to look at it, and I hope in the 
following weeks we both can look at it. 

Senator Carsnart. Let’s get into the record now, the comparison. 

For example, taking 100 as the base, in 1939 all items—that is, 
everything including rents, were 99.4. Food was 95.2. Wearing 
apparel was 100.5; rents were 104.3 ; fuel, electricity, and refrigeration 
were 99. House furnishings were 101.3; miscellaneous were 100.7. 
That was in 1939. 

Now, on March 15, 1951, all items were 184.5. Food was 2262; 
wearing apparel was 203.1; rents were 134.7; fuel, electricity, and 
refrigeration were 144.2; house furnishings were 210.7; and miscel- 
laneous, 164.3. 

Now, the landlord, or the man receiving the rents, of course, he 
buys some of all items, he certainly buys food, he buys wearing ap- 
parrel, he certainly buys fuel, electricity, and refrigeration, ee 
furnishings, and I don’t know what is included in miscellaneous, but 
I am certain he buys some of those because he is just a normal indi- 
vidual; he buys the same things that we all do, yet he is getting 134.7, 
while all the other items are up—well, in the case of food it is up 226.2. 
The lowest is the fuel, electricity, and refrigeration. 

Senator Bricker. Here is another thing that appears on the face 
of this: If rents have only gone up—over-all rents, to 134.7, and you 
say that controlled rents have gone up 30 percent, that would make 
them 130 in your base period, 

Now, that means that through all your rent control, and all of your 
administration, you have only controlled rents; is that right? 

Mr. Woops. No, Senator; that 30 percent isn’t the figure of rent 
as such. It is income. 

Senator Bricker. What is the percentage of the increase in rents? 

Mr. Woops. That is the actual income. 

Senator Bricker. Isn’t that the same as net? 

Mr. Woops. No; it differs widely sometimes. 

Senator Bricker. What is your over-all increase in rent on con- 
trolled properties ? 

Mr. Woops, Over-all? 

Senator Bricker. Yes. 

Mr. Woops. I don’t think it is broken down in controlled properties 
versus decontrolled. 

Senator Bricker. Haven’t you rent increases that have been allowed 
on controlled properties ¢ 

Mr. Woops. We can give it to you for controlled cities and decon- 
trolled cities where the Bureau of Labor Statistics keeps their rent 
index. 

Senator Bricker. Would that cover all controlled property ? 

Mr. Woops. No; it wouldn’t. 

Senator Bricker. Haven’t you in your records, don’t you keep rec- 
ords adequate to tell what the rent increase over-all has been on con- 
trolled properties since you have been in authority ? 
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Mr. Woops. We keep records to show what the rent increase has 
been in dollars and in percentages on petitions that are filed for rent 
increases. That we keep accurately, but we can’t—— 

Senator Bricker. You could lay that against your rents as of 1942, 
and you know what the gross rents were then; don’t you / 

Mr. Woops. No; we never tabulated the total gross rent in a com- 
munity. We would keep it on a basis of when a case would come, up, 
in filing a petition we knew the rent before the petition, and of course 
the rent after. We knew those statistics. 

Senator Bricker. You kept on statistics over-all ? 

Mr. Woops. No, sir. 

The Cuarrman. Mr. Woods, I might throw out this thought to you 
in keeping with what Senator Capehart brought out. To get down 
to some basis so these people renting would be treated equitably, you 
say you want them treated on an equitable basis. This is a new section 
in this bill, and, as I stated yesterday, I can speak only for myself, 
I doubt very seriously if this committee, the oun committee, and 
the Congress of the United States have sufficient time by June 30 to 
write a new bill. In all probability, with hearings going through 
the 8th or 9th of June here, we will probably have to pass some exten- 
sion of the existing law, and, in so doing, rent would not be in there at 
all, and rent control, under the State rights, or whatever you want to 
call it, expires June 30. 

I am thinking that you had better give a better look toward the 
worst, and get some simple amendment up, and let us have it here so 
these people will be fairly and justly treated. 

I am giving you that thought, and I am anxious to write a new bill, 
which is why I am staying here from 10 in the morning till 5 in the 
evening. I hope this committee will write a new bill, and I think 
they will. 

When we extended the law under the State rights, we pointed to 
the day when this general control bill would oak that if it was to 
be renewed, rent control should be put in as an amendment. On the 
basis of equity and justice to the rental people, now we are here almost 
to January, we have held these long hearings—I am hoping we can 
get through, but I am looking to the worst. I suggest if we do get 
to the point where we have to extend the legislation, you might have 
some amendment, some simple amendment that we might consider 
in some manner which would be fair and equitable to the people who 
own these Pen perten and at the same time be fair and equitable to 
the other people we are going to control. 

It is manifestly unfair to control the farmer and worker and not 
control somebody else. I think on the present basis, from what these 
figures show, that the rental fellow, and you admit this, is behind 


as compared to the other segments of our economy. You admit that. 
Mr. Woops. Yes. 


The Cuatrman. I am just trying to think for the good of the coun- 
try. That is the way this committee is trying to think. I don’t see 
how this can go through the committee, the Senate, and the House. 
Come June 30 there will probably be just a simple extension of the 
present law with some amendments. 

Senator Bricker. The House is working at the present time on this 


bill. 
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The CHarrman. You know we have our hearings through June 7, 
and we still have witnesses we haven’t heard, like General Marshall ; 
then we have the debate probably for as long a period as we did last 
year; we have the conference—I am just thinking out loud what is 
good for the country. ‘That is what we are trying to do here. 

I am wondering if we can accomplish it. I want to write the bill. 
Don’t misunderstand me. I just want to be practical. We are going 
to have to have something practical by June 30, and will probably 
have to wind up with some extension. ‘I don’t know how the other 
members feel. We have to be practical. We can’t afford to let the 
allocations, priorities, and all things go to pot on June 30. We 
can’t afford that. We have to do something, but we can’t write a whole 
new bill. 

Senator Carenart. I want to agree 100 percent with what our 
chairman has just said. 

Senator Bricker. Apparently we don’t have much time to get a bill 
through. 

The Cuatrman. I have always tried to be a practical person. Cer- 
tainly the members of this committee don’t want to see the Army, 
Navy, or national defense suffer from the expiration of priorities, 
allocations, and all those titles that are in this bill. That is why I 
say what I say. 

Mr. Woons. Senator, if I could offer one simple amendment to cure 
one thing 

The CaarrmaNn. I am just giving you my troubles. You have yours. 
I say you had better think about it, because when June gets here we 
are going to be up against the gun barrel. 

Mr. Woops. I was just going to remind you of one of your head- 
aches. For example, the most critical thing today, and the thing I 
know you and we all want to help is the situation around some of these 
military installations. 

The Cuamman. That is why I ask that you get letters from the 
generals and admirals; from the people in those communities. 1 
have gotten some direct. 

Mr. Woops. Unfortunately, no one amendment will cure all of the 
things that are troubling those people. For example, in Fort Leonard 
Wood, I think your committee has an investigaton there, in Mis- 
souri 

The Cuatrman. An Armed Services subcommittee went down there, 
to investigate Fort Leonard Wood as one of the five places in America 
declared a critical defense area. They are the Savannah River, Pa- 
ducah, two places in Idaho, Fort Leonard Wood, and Corona Calif.—I 
checked last evening. There have been only five or six places declared 
critical defense areas, and that happened to be one. 

The National Advisory Board on Mobilization Policy was to meet 
today to consider 50 more; the Wilson committee. 

Mr. Woops. In that area, I know you are familiar with it, the Army 
there, on their own, and because they were desperate to find out the 
real situation, took a survey of the people living off the base. The 
give us those surveys, those forms, to find out what was under control, 
what wasn’t under control. 

Your principal trouble around your military installations is that 
under the present law, which of course was a decontrol law which we 
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were trying to get out of for good, certain provisions are now operat- 
ing to cause a terrific amount of confusion. 

or example, 1,019 of these survey forms were submitted by mili- 
tary personnel. A total of 427 of them pertain to decontrolled or un- 
controlled units, not areas; in the following 130 decontrolled and un- 
controlled rents, the rent being charged is 48.2 percent above rents of 
comparable controlled units after making an allowance for increased 
costs, 

Senator Bricker. Can you give us that in dollars? Have you got 
that in dollar value? 

Mr. Woops. The average monthly rent being paid for these 130 
units was $55.48, as compared with an average rent of $37.43 for 
comparable controlled units. 

Senator Bricker. Do you know what the allowance for military 
personnel in lieu of quarters is at the present time? 

Mr. Woon. For the first three grades of enlisted men the quarters 
allowance is $45 per month for those with one dependent, $57.50 per 
month for those with two dependents, and $85 per month for those 
with more than two dependents. For grades 4, 5, 6, and 7 of enlisted 
men, the allowance is $67.50 per month for those with not more than 
two dependents, and $85 per month for those with more than two 
dependents. For commissioned officers without dependents the allow- 
ance ranges from $60 to $120 per month and with dependents from 
$75 to $150 per month. 

Senator Dirksen. How many forms did you send? 

Mr. Woop. We didn’t send any, Senator. The Army sent them to 
all their personnel living off the base. 

Senator Dirksen. One base ? 

Mr. Woop. They submitted 1,019, one base, Fort Leonard Wood. 

The number of forms that we got back, which were usable, were 
998, and, of course, it was on those that we made our survey. 

Now, we found that of those forms, 427 pertained to decontrolled 
or uncontrolled accommodations in the following categories: 

Motor courts, trailer courts, new construction, conversions, and 
hotel units. 

What I am trying to get at is this: That no one amendment Sen- 
ator 

The Cuatrman. I can understand that; this committee can under- 
stand that. It might be necessary to have two, it might be necessary 
to have three. In March we passed a housing bill, we renewed the 
so-called Wherry Act, or whatever you want to call it, that Senator 
Wherry, Senator Tydings, and myself introduced. It is over in the 
House, nothing has been done. Nothing has been done about the hous- 
ing program. What is going to happen? The President is sending up 
a $6,000,000,000 bill, of which over a billion and a half is going to be for 
Government construction of homes around these camps. We tried to 
write a fair and square bill. The committee thought it had, although 
some people criticized us because we didn’t do enough. What is going 
to happen is that they will vote for anything for the military. They 
are going to build them houses, and the FHA program will be held 
up, and the so-called Wherry Act will be held up. That is what is 
going to happen. 

There is an article in the afternoon paper about it. 


83762—51—pt. 149 
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I was only calling your attention to the difficulty we are going to 
be in when June gets here. That is why we want to do something’ to 
help these people who own these properties. If we don’t the Govern- 
ment will go in there under the military, in these camps, navy yards, 
and airfields, and construct them themselves. We will have all over 

again what we had in the last war. I can remember so well, when we 
tried to get something done in Tennessee in the Appropriations Com- 
mittee. We appropriated the money and’built the Manhattan project, 
went out west and built Hanford, an¢what-have-you. 

Senator Scuorrre.. I want to remind the chairman of this commit- 
tee that at the time when we were hearing that very measure that we 
passed in March, passed out of the committee in March, we were cry- 
ing, demanding, and requesting numerous times that the various de- 
partments designate those critical areas; were we not ? 

The Cuatrman,. That is correct. 

Senator Scnorrret., And the difficulty was that they did not desig- 
nate those areas as critical, and I don’t know whether they have up to 
this late moment. 

The Cuamman. I just mentioned, if the Senator will recall, I don’t 
know whether it was 8 or 10 places that have been designated, I 
have a list in my oflice, : and I understand they were to meet. today or 
tomorrow to consider 57 more, and the only thought that I had, T am 
not here to criticize 

Senator Capenart. Why hasn’t the House acted on this bill? 

The CHamman. I can’t answer that, Senator. 

Senator Capenart. Are they holding it up for some reason because 
they want to get this $6 billion and have the Government build the 
houses ¢ 

The Cuarrman. I made the statement—it is in the record—it has 
happened before, that it will be up here. 

Senator Capenart. We ame a bill that in my opinion was fair to 


everybody, and it prvinens: the private builders, and operators, and 


I don’t want to be facetious, and I am not saying the House is holding 
this up, in order to get a $6 billion bill through here so the national 
defense can build their own properties, but maybe that is what it is. 

The Cuarrman. That takes in warehouses, factories, and other 
things. 

There is over a billion in there for housing. 

Senator Capenart. Are they holding it up for that reason ; that they 
want the Government to build all these houses and own them ? 

The CHarMan. I am not here to say why, but the Senator will re- 
member when we called a meeting when I stated it was important to 
pass some kind of a bill or the Defense Committee would have a bill 
up here to build with public money. There were houses that cost 
$50,000 that could have been built under FHA, or the Wherry Act, for 
$15,000 to $20,000. That is the thing I am suggesting; that we get 
something that is reasonable and concise that we can help along the 
people who have to rent, and at the same time help along the people 
who have rental properties. If you don’t, in a place like Fort Leonard 
Wood, the Government will go in and build them. 

Senator Carenartr. I hope they are not holding up that bill over 
there so the Government will build, own and operate all these proper- 
ties. 
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The Cuarrman. I hope not, too. That is the reason we worked so 
hard on the housing bill. 

Senator Dirksen. Are you familar with the operation of the New 
York rent law? 

Mr. Woops. Yes. 

May I qualify that by saying that I haven’t had a chance to study 
the new amendments that I think made quite a change in the law on 
March 15. I was familar with it before that; quite familar with it. 

Senator Dirksen. Prior to March 15, how did it operate? Equi- 
tably ¢ 

Mr. Woops. It operated very much as the Federal law did. There 
was an adiministrative department, people filed petitions, tenants 
filed complaints, adjustments of limited nature were granted, and it 
operated pretty much as the Federal law did, as a matter of fact, with 
most of the Federal personnel formerly employed. 

Senator Dirksen. It can be said the State law operated rather suc- 
cessfully ? 

Mr. Woops. Yes. 

Senator Dirksen. What other States have rental standards? 

Mr. Woops. That is the only one on the books today, Senator. 

Senator Dirksen. If there was a disposition on the part of State 
legislatures, and the governors, and if there was an interest, there 
was opportunity for them to do something about it. 

Mr. Woops. There was the time, Senator, but I think something new 
crept in between the passage of the last act and now, and that was the 
events of last June; once Korea happened, everybody began feeling 
that stabilization would once more become a national problem, and it 
is the national headache, if I may say so, to do something about it. 

Senator Dirksen. In your statement on page 9 you say, from the 
standpoint of the national problem: 

We could not carry out a national price and wage stabilization program if 
localities were permitted to remove controls at will, and the same is true of 
rent control. The administration of rent control must be guided by the over-all 
objectives of our national defense and stabilization programs and not by inde- 
pendent local determinations to remove controls. : 

The substance of that, I take it, is that insofar as possible the idea 
of local decontrol will be dispensed with ¢ 

Mr. Woops. I don’t think I understand what you mean, Senator. 

Senator Dirksen. You say that you have a national objective to 
serve, and for that reason the administration Rent Control Act must 
be guided by those over-all stabilization and defense objectives / 

Mr. Woops. Yes. 

Senator Dirksen. And not by independent local determination to 
remove controls. 

That is to discourage the removal of controls by local option ? 

Mr. Woops. That is true, Senator. 

Senator Drmxsen. In other words, this is to come back under tight 
Federal control ? 

Mr. Woops. That is true, and may I say why: 

I think in time of a national emergency, where you are trying to 
handle prices, wages and rents, to allow local determination, to remove 
controls at will, will throw the rest of your stabilization program 
off balance just as if you were to say to Pittsburgh, “you decide what 
you want to do about steel, or you decide what you want to do about 
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wages.” It affects the entire economy, and I think the same applies 
to rents. 

Senator Dmxsen. So no matter what the people in a community 
may desire and express to their city council, your view is they haven't 
anything to say donk it if it is at variance with your notion of the 
national objective ¢ 

Mr. Woops. In time of national emergency, I think that is proper. 

Senator Dirxsen. I just wanted to know what your philosophy 
and your concept is. es 

Now, then, at the present time they can still decontrol under the old 
law, if they so desire? 

Mr. Woops. That is correct. 

Senator Dirksen. What is the pee mechanics for decontrol- 
ling, a resolution by the city council! 

Mr. Woops. A resolution by the city council after advertising and 
notice of public hearing. 

Senator Dirksen. And how does it come to your attention ? 

Mr. Woops. By a resolution sent by the city council to me directly. 

Senator Dirksen. Normally, how long does it take for you to oper- 
ate on those resolutions ¢ 

Mr. Woops. It takes about 2 weeks. 

Senator Dirksen. Has it taken longer in any case? 

Mr. Woops. In some cases where there was some doubt that the local 
city council followed the law. 

Senator Dirksen. How long did it take in the case of Los Angeles? 

Mr. Woops. In the case of Tone Angeles it believe it took about 3 
or 4 weeks. 

Senator Dirksen. Didn’t it take longer; several months? 

Mr. Woops. Well, the going over the resolution didn’t take—took 
about that time. Actually, the Los Angeles case was pending for 
several months. 

Senator Dirksen. Has your office undertaken, after a city council 
has passed a decontrol resolution, to try to dissuade them from that 
action, and rescind the action ? . 

Mr. Woops. In the case of Los Angeles, we did. 

Senator Dirksen. In any other cases? 

Mr. Woops. Not that I can recall. 

Senator Dirksen. Did you have any in New Mexico? 

Mr. Woops. Nothing that came to my attention; no, sir. 

Senator Dirksen. I am just wondering what the general practice is 
and whether after the council has made up its snd on this score for 
the purpose of keeping this rent-control program going the idea was 
to discourage them so you wouldn’t reduce your Sane and admin- 
istrative expense. 

Mr. Woops. Well, that was not the purpose, Senator. 

First let me say there have been several, well, almost 300 of these 
local option decontrol actions which have gone through. The reso- 
lution has been received. We have looked it over. We found out 
it was in conformity with the law, and it has been passed. 

In the case of Los Angeles, frankly, it was the first large city to 
take action, and in my opinion it was the first time that the question 
really became important. After all, it was the fourth largest city in 
the United States. What Congress meant when they said a local city 
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council shall make a finding that the demand for rental housing has 
been reasonably met. 

I was asked by tenants of Los Angeles to look into that matter. 
The city council of Los Angeles, in their deliberations, had the advan- 
tage of something that many communities didn’t have. They paid, 
I think, $25,000 for a very fine housing survey by a private corpora- 
tion, and yet they held a hearing, and at that hearing the only person 
who mentioned the housing survey spoke on it for a matter of 2 min- 
utes, and I believe 30 ceeds or 35 seconds, out of a hearing that lasted 
almost 4 hours, and I just had a feeling that Congress meant what 
they said that they should make a finding. 

Senate Dirksen. Well, Mr. Woods, when a city council passes a 
decontrol resolution, and the resolution is in due form, signed by the 
mayor, and it is attested by the city clerk and sealed, do you consider 
it your business to go behind that resolution after the action has been 
taken ¢ 

Mr. Woops. Not now. 

Senator Dimxsen. You did then? 

Mr. Woops. Yes; I did. 

eee Dirksen. Don’t you think you exceeded your duties in that 
respect 

Mr. Woops. I didn’t at that time, no; because Congress, also put 
right in the same language that the city council shall make a finding 
that the demand for rental housing has been reasonably met. 

Senator Dirksen. How many control actions have there been 
either by States or localities since Korea? 

Mr. Woops. Just a minute, Senator. Since July 1, 1950, to May 11, 
1951, there have been a total of 279 decontrol actions broken down as 
follows: 

On the expediter’s initiative, 49; local option, 218. That is city. 
Local option, county, 9; State option, 3. 

Senator Dirksen. Is this since Korea? 

Mr. Woops. July 1, 1950. 

aane Dirksen. The total of decontrol actions since Korea is 
what 

Mr. Woops. 279. 

Senator Dirksen. And what was the number in the correspond- 
ing period 6 or 8 months before? 

Mr. Woops. Decontrol actions? 

Senator Dirksen. Yes. 

Mr. Woops. Well, I can only here today give you the total. The 
total since April 1949 to June 30, 1950, this was a total of 843. 
ee Carenart. How many in the last 6 months, or the last 90 

ays 

Mr. Woops. I would have to submit that for the record, Senator. 

Senator Carenart. Will you get that for the record, please? 
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(The following was later supplied in response to the above :) 


The following table contains this information by type of action and number 
of units involved: 


90 days ending May 18,;| 6 months ending May 
1951 18, 1951 


Type of decontrol SCENT sea een a al en 
Number of |; Number of | Number of | Number of 


actions rental units) actions {rental units 
Ni Ae ahd 


Expediter initiative 6, 476 5 45, 191 
Local option 102, 015 686, 770 
Local option (county) 11, 549 31, 162 
State option 56, 150 4 56, 150 


176, 190 





Mr. Woops. Yes. 

Senator Carrnart. The number of decontrolled cities, counties, or 
States in the last 90 days and 6 months? 

Mr. Woops. All right, sir. 

Senator Carenarr. I am interested to know whether they have been 
decontrolling in the last 90 days or not. 

Mr. Woops. I would have to submit that for the record. 

Senator Dirksen. What is the present number of people on your 
rolls? 

Mr. Woops. Approximately 2,500, 

Senator Dirksen. And what is your administrative cost? What 
did you ask for in the 1952 budget ? 

Mr. Woops. We haven’t asked for 1952, sir. We haven’t even been 
before the Bureau of the Budget. I can give you roughly what we 
are going to do. : 

Senator Dirksen. Suppose you estimate it, then. 

Mr. Woops. We expect to ask for a staff of about 3,800 people. 

Senator Dirksen. Under this proposal ? 

Mr, Woops, Under this bill. In money terms, I don’t have that 
figure right now, because we haven’t made it up, but I know the num- 
ber of people, based—that is around $19,000,000, based on an estimated 
need for control under this bill—of about 10,000,000 units by the Ist of 
January of 1952. 

Senator ScHorrret. How many people did you have on your pay- 
roll at the height of the administration ? 

Mr. Woops. Well, at the height of my administration, or rent con- 
trol, sir? 

Senator ScHoEepreL. Rent control. 

Mr. Woops. Eight thousand, and may I add to that, there were, I 
believe, around 17,000,000 units under rent control at that time, 

Senator Dirksen. Under this proposal, an independent agency will 
be set, up in the War Mobilization Office? 

Mr. Woops. Directly in the stabilization office; yes. 

Senator Dirksen. You will operate under whom—under Mr. 
Johnston ? . 

Mr. Woops. Under Mr. Johnston; yes. 

Senator Dirksen. Your funds will be pooled, and you will really 
get your funds along with that agency if this were enacted into law? 

Mr. Woops. That is correct, sir. 
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Senator Dirksen. Now, do you treat all hotel properties in the coun- 
try uniformly ¢ 

Mr. Woops. All hotel properties; no, sir. We have controlled hotels 
in one city. 

Senator Dirksen. Controlled in one city, but not in other cities? 

Mr. Woops. That is true. 

Senator Dirksen. What is the city in which hotels are controlled? 

Mr. Woops. Chicago. 

Senator Dirksen. Why is that? 

Mr. Woops. It was put in the bill. 

Senator Dirksen. It was putin the bill? 

Mr. Woops. Yes. 

Senator Dirksen. Do you know of any reason why that exception 
was made? 

Mr. Woops. Yes; I think that at the time, particularly because a lot 
of us were familiar with Chicago, we felt that the hotel situation in 
that city was still rather acute. 

Senator Dimxsen. Did you ask for the hotels in Chicago to be put 
under controls? 

Mr. Woops. I asked for all of them at the time. 

Senator Dirxsen, And you only got one city? 

Mr. Woops. Well, I didn’t 

The Cuarrman, I think that was put in there on the floor, Senator. 

Mr. Woops. Excuse me, Sena‘or; 1 am corrected. At the time there 
were two cities, The way it was worded it was hotels shall stay in in 
cities above a certain population. 

Senator Dirksen. What was the population level ? 

Mr. Woops. It was 2.5 million. 

Senator Dirksen. So that New York and Chicago would be under 
control. Detroit, Philadelphia, Cleveland, San Francisco, Los An- 
geles, others where rates may be even higher than Chicago, were left 
out? 

Mr. Woops. That is true. 

Senator Dirksen. Would you call that discrimination or not? 

Mr. Woops. Well, yes; I would call it discrimination. 

Senator Dirksen. Do you believe that that sort of thing ought to 
continue ? 

Mr. Woops. No. I believe they ought all be under control. 

Senator Dirksen. Either all under, or none be under ? 

Mr. Woops. That is correct. 

Senator Dirksen. I just wanted to anchor that and find out why 
there was some cult that set Chicago apart. People there, I discover, 
are pretty much like they are in other cities 

Senator Carenarr, I may say, going on memory, Senator Douglas 
came before the committee, and I know the Governor of Illinois did, 
and made a special appeal that Chicago hotels be kept under control. 

Mr. Woops. I think I know why. 

Senator Carenart. The Governor testified in behalf of hotels being 
kept under controls. 

Senator Dirksen. I must be candid in my opinion of the matter 
in saying that that constitutes a strange performance of the United 
States Senate before I got here. 
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Mr. Woops. Senator, there were peculiar circumstances in the case 
of Chicago, and I believe in New York, in that Chicago, for some 
reason, has a peculiar type of establishment. 

Senator Dirksen. You mean the hotels are peculiar ? 

Mr. Woops. An establishment which is almost peculiar to Chicago, 
a certain type of structure which has been a particular headache to us 
all theouak rent control, a headache to everybody. It is neither fish 
nor fowl; it is neither a hotel nor a furnished apartment building; it 
is halfand half. a 

Senator Dirksen. Are you familiar with the hotels in Chicago? 

Mr. Woops. Yes. 

Senator Dirksen. Would you say that half fish and half fowl would 
characterize the La Salle Hotel ? 

Mr. Woops. No. 

Senator Dirksen. Would you say it characterized the Stevens 
Hotel? 

Mr. Woops. No. 

Senator Dirksen. Would you say it is true of the Blackstone or 
Morrison Hotel ? 

Mr. Woops, No. 

Senator Dirksen. Is it true of the Sheraton and the Drake? 

Mr. Woops. No. 
wate Dirksen. Is it true of Ambassador East or Ambassador 

est { 

Mr. Woops. You are beginning to get in the other side. 

Senator Dirksen. Is it true of the Palmer House or Bismarck? 

Mr. Woops. No. 

Senator Dirksen. Those are the leading Loop hotels in Chicago, 
with the exception of Ambassador East and West. 

Mr. Woops. But those were easy to define, Senator; those were tran- 
sient and we didn’t control those. This control of hotels is even con- 
fusing now, when you call it hotels. They are not really hotels that 
we controlled. We controlled, if I may use the words in this room—I 
don’t use it facetiously—they were a bastard establishment. I am 
saying that in all seriousness, and I will tell you why: They stuck a 
sign out in front and said “hotel,” and yet there were furnished apart- 
ments in them, there were unfurnished apartments in them. We tried 
to define what they were, but this very committee threw out our defi- 
nition and said, “You are trying to write legislation,” so we threw up 
our hands. 

Senator Dirxsen. Would your very interesting definition cover the 
Mayflower Hotel in Washington ? 

Mr. Woops. Yes. 

Senator Dixsen. They have apartments and they have transient 
rooms there. I lived there for 13 years in an apartment. 

Mr. Woop. It would, but when the committee that handles the 
Washington control saw the difficulty we were in, nationally, they 
fixed théir definition so that you could distinguish between the part 
of the Mayfower that was hotel and the part of the Mayflower that 
was apartments. 

Senator Dirksen. I know all about the separate act for the District 
of Columbia, because I helped write it when I was on the other end 
of the Capitol, but to me it seems strange indeed that the second city 
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in the land should be lifted out and set into a exclusive category and 
treated as if they were a lot of lepers, or something, as if there were 
something strang about them; but enough of that. 

If the rent statute in New York has been successful under State 
operation, why couldn’t it be successful in every other State in the 
Union? 

Mr. Woops. It would be, if the people of the other States used the 
standards of the New York rent control. 

Senator Dirksen. That wouldn’t be too difficult a device; would it? 

Mr. Woops. I think it would, Senator. 

Senator Dirksen. Why? 

Mr. Woops. I will be very frank: Because I don’t think any other 
State wants to tackle the headache of a real rent control law. 

Senator Dirxsen. If we let the Rent Control Act lapse, today, and 
say to the States, “If you are interested, you have authority to go ahead 
and control rents in your State,” why not ? 

Mr. Woops. Well, that right is one they have had right under the 
present act. 

Senator Dirksen. And evidently the different legislatures didn’t 
think they needed rent control. As I said before, if Korea hadn’t 
happened, there would be no rent control today. Any State that 
wanted it would have it today, but it wouldn’t be general. 

Mr. Woops. Today we have a national problem, a national mobiliza- 
tion effort, and a national stabilization effort, and I don’t think that 
under a national stabilization effort you could have one kind of control 
that was merely to control evictions, and another kind of control that 
says you are all right as long as you stay, but as soon as you move it 
is decontrolled. 

Senator Dirksen. Isn’t it strange that the greatest amount of or- 
ganized protest against any statute with which I am familiar has 
come from the little people who have had to band themselves into 
organizations and who have carried on year in and year out, pro- 
testing the inequities of this act? As Senator Bricker said, the people 
who are managing large properties are fortified with counsel and 
accountants; he can do that job, but you will agree that the little 
people are the ones who have carried on in spite of inequities; is that 
right? 

a Woops. They are the ones in real estate that have the most to 
complain about. 

Senator Dirxsen. And they haven’t relented in that effort year in 
and year out. 

Mr. Woops. You mean to complain; no, they certainly haven’t. 

Senator Dirksen. Like so many of these little associations who 
represent two-, three-, and four-family apartments, humble properties 
in Chicago; they are the ones who have been caught in the squeeze. 
They have had to maintain the service because the law says they must 
not diminish it. They have had increases in cost on carpeting, paint, 
maintenance, everything else that goes along with it, and yet there 
has been compared to the increase in food cost, in wages and every- 
thing else only a reasonably modest appreciation in their net income. 

Is that a fair statement ? 

Mr. Woops. That is true, but their buildings, looking purely at 
the buildings, are doing all right. They are doing, I think, very well. 
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I think your best indicator of that, pushing all statistics aside, look at 

rour markets, your sales markets for those buildings. People don’t 
a y buildings, even small ones, to run as charitable institutions. They 
buy them to make money. The prices of those buildings— I am famil- 
iar with real estate values in Chicago. Small buildings have doubled 
in value under rent control, and are still going up. 

Now, there must be some reason that I don’t have in these books 
of statistics why that is so. I say it is because if they forget that this 
$34 or $38 that we mentioned here~doesn’t buy what the $38 would 
buy in 1939 or 1940, if they forget that and just think of their real 
estate as an investment, compared to Government bonds, to annuni- 
ties, to savings bonds, they are doing all right. 

Senator Dirksen. How can they forget the diminution in the pur- 
chasing value of the dollar, because they have to wear shoes and eat, 
too. 

Mr. Woops. They haven’t forgotten it, and I agreed with Senator 
Bricker that is what is bothering them. 

Senator Carenart. Isn’t it a fact that the people who have claimed 
the most are the ones who are hurt the worst, the retired railroad man, 
the retired worker, the retired farmer with a small amount of capital 
who has bought what he thought was income property, rental property, 
from which he could live in his old age, and he now finds as a result of 
the devaluation of the dollar, and his inability to raise his rents that he 
is caught in the squeeze just like the man with an annuity, or the man 
on a fixed salary. Those are the people that are complaining to me, 
and hee religiously, week in and week out, for months and months, 
and that is why I suggested some sort of formula for giving relief to 
that particular group by permitting them to automatically, or by some 
other scheme, raise their rents in line with the purchasing value of 
the dollar. 

The Cuatrman. Are there any further questions, Senator? 

Senator Dirksen. What is contemplated in the new bill is that 
the power to decontrol in the hands of any local unit is going to be 
taken away? 

Mr. Woops. That is correct, sir. 

Senator Dirksen. So this is going to be administrated from on 
high here in Washington, and the communities will have nothing to 
say about whether they can lift themselves out from under controls, 
nor can the State decontrol ? 

Mr. Woops. That is correct. 

Senator Scnorrre,. Mr. Woods, I would like to draw your atten- 
tion to one thing, and I am sure you know what it is, in line with 
what Senator Dirksen has said, and in line with what. Senator Cape- 
hart has said: 

My own State, the State of Kansas, since Korea, and since March 
of this present year, by an act of the legislature, signed by the Gov- 
ernor, passed a law decontrolling the entire State; is that not right? 

Mr. Woops. Not the entire State. They made certain exceptions 
to that decontrol law, where again I get back to our most serious 
problem. They exempted from that decontrol order certain com- 
munities where military expansion was threatening to rise. 

Senator Scuorrret. And that was due to large military installa- 
tions and ownership of property that was vesting in the Government 
of the United States, and the adjacent properties, was it not? 
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Mr. Woops. I did not go into the details on it, Senator. I do not 
know. 

Senator Scuorrret. I am sure if you check that you will find that 
to be true. The point I want to make is that since Korea, some of 
these States, certainly my State, and communities with folks coming 
in, little folks from all over those sections that were under rent con- 
trols, that did not see an opportunity for what they considered sub- 
stantial financial justice with reference to their investment as it 
related to the increased costs, prevailed upon our legislature, and 
after hearings, mostly thorough hearings, my legislature took that 
positive action. 

Now, do you not think that it is going quite far for us to come here 
and by simple expedient of passing a law, give you and your depart- 
ment in Washington over-all authority, in the face of what this coun- 
try is really still trying to operate under? 

‘Mr. Woops. No, Senator, for this reason, that I think that your 
people in Kansas would feel just as bad—you are principally an 
agricultural State—they would feel just as bad if in the city of Chi- 
cago, where large manufacturing concerns that I know they depend 
upon, the McCormack works, people who manufacture farm equip- 
ment should say we do not need price control, we think all our manu- 
facturing firms should be out from price control. Those people 
in your State have got to use that equipment, they have got to buy 
new tractors, and new rakes, and all kinds of agricultural equip- 
ment. They would not feel very good about : another community 
having the right to say, “We are different in a national emergency 
and do not think the controls should apply to us.” 

Senator Scuorrre,. But under the old great republican process, 
that of self-determination by the people, those processes work, and 
that were their determination, and by legislature found that there 
was more housing units available when these rental restrictions went 
off, by far, than there were before, or were even reported in existence, 
so there must have been something wrong with the way it has been 
administered. My people were afraid of it so said they will have no 
more of it, and we are getting along quite well out there, I am sure. 
We may not keep up with the great metropolitan centers, but you 
are not going to fool many of them on what is right and what is 
wrong. 

Mr. Woops. I do not think the Army would agree that you are get- 
ting along too well in Topeka, for example, where rents have started 
to go up pretty seriously in Topeka for military personnel accord- 
ing to their own reports. We have not been in there for some time. 

Senator Scnorrren. And might I add, sir, I know nothing about 
this, that they have been clamoring for months for the military or the 

wers that be in Washington to determine Topeka a critical area. 
There are three building groups, pretty good, ready to move in and 
give the military first priority over every other individual in that 
community, and up to this very day, as a matter of fact at 11 o’clock 
today I received a long-distance telephone call about this, they are 
still paralyzed in Washington, when they could have had under way 
one unit of 135, and another unit of four hundred-some-odd places. 
Now tell me why that stagnant position develops. 
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The Cuamman. Senator, I might say you will not get rid of your 
headaches after it is declared a siaal dee. They declared Savan- 
nah a critical area because of the Atomic Energy plant, and that is 
all they have done. 

Mr. Woops. What we do is go in there and keep them under reason- 
able ceilings until you do get that housing, 

Senator Scnorprer. But I cannot understand why. And, Mr. 
Woods, please understand, I am not blaming you for all this trouble. 
You have headaches I would not want to assume. I have some on 
this side of the table when we are asked to guess on this whole pic- 
ture, but I am stressing that it is not chargeable to these communi- 
ties and the forces who could eliminate some of these evils. It has 
been the slowness of movement, the hesitancy to turn this thing loose 
so that these new units would come in. The more units you get on 
the market in a lot of those places like the little town of Topeka, small 
in comparison to other cities, the sooner your rental figures would 
continue to go down, because of these added units, giving the military 
first priority, which I think is correct. 

Mr. Woops. I have always said, Senator, that is what keeps the 
rents down, plenty of units. 

The Caarman. Do they consult you on critical areas? 

Mr. Woops. No, sir; I did not even know the committee existed. 

The Cuatrman. Well, Mr. McMurray has been in touch with the 
committee nearly every day because so many people have harassed me 
not only from my State but New York, California and elsewhere, 


about what they are going to do. Who is on the committee which is 
supposed to determine it. I have been trying to find out since Janu- 
ary, and they all tell me the Army and Navy are not ready, that is 


the excuse I get. Now I understand Mr. Wilson has a committee. 
Who is in charge of it? 

Mr. McMurray. Mr. Ralph Kaul of Mr. Wilson’s office is the chair- 
man. 

The Cuarrman. Who is on the committee with him? 

Mr. McMurray. The representative from the Housing and Home 
Finance Agency, from the Federal Security Agency, the Department 
¢ Labor, and the Department of Defense, and the General Services 
Agency. 

Senator Bricker. Do we have a list of those critical areas? 

The Cuarmman. I have in my office, there are only seven, Savannah, 
Paducah, two places in Idaho, Corona, and Leonard Wood, so far. 

Senator Bricker. Just one question, and then I am finished. 

What would be your attitude toward any rent law that would pro- 
vide something like that, certification by the governor or appropriate 
executive authority of the State that local rent control action is ade- 
quate, or that Federal rent control is unnecessary in that State? 

Mr. Woops. I do not think that is enough. That is local option, on 
a State level. 

Senator Bricker. What more would you like? 

Mr. Woops. I would ask that the State be asked to meet the same 
ee to make sure that the stabilization effort will be ob- 
serve 

Senator Bricker. You would move in in every State where there 
was not a State law? 
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Mr. Woovs. No—— 

Senator Bricker. Or have the right to? 

Mr. Woops. Have the right to; yes, sir. 

The Cuarrman. I think you are going to find there will be some 
local option before you get through around here. I do not know ex- 
actly how to do it, but I have been thinking a lot about it as Senator 
Bricker has, because I try again to be practical. I just do not believe 
that Congress is going to pass any law here between now and the 30th 
of June which will give all the powers under this law. I say that not 
unkindly toward you, because I know a lot that has been done you were 
not responsible for. ‘That is the attitude. 

If we had not had local option, Mr. Woods, I do not believe in the 
last year you would have had a rent control law, and I think you will 
agree with me on that. 

Mr. Woops. I do. 

The Cuamman. As there any further questions? 

Thank you. 

The committee will stand in recess until 10:30 in the morning. 

(Whereupon, at 4:35 p. m., the hearing was recessed until 10:30 

.m., Thursday, May 17, 1951.) 
(The following were received and ordered inserted in the record :) 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington, May 31, 1951. 
Hon. Burnet R, MAYBANK, 
United States Senate, Washington, D. C. 


DeArR SENATOR MAYBANK: In response to your request through Mr. Joseph 
MeMurray yesterday, I am enclosing a list of designated critical defense areas 
and a list of areas now under consideration by the Critical Areas Committee. 

The Critical Areas Committee was established on March 13, 1951, by the Defense 
Production Administrator at the request of the Office of Defense Mobilization. 
During the 2% months of operation the Committee has been requested to consider 
over 200 communities as critical defense areas for special assistance, particularly 
with regard to relaxation of housing credit restrictions. In 10 of these com- 
munities a severe community impact and threat to urgent defense schedules has 
been found and the critical area certifications have been made. The findings are 
almost completed on several additional areas which will be certified within a 
week. There are approximately 120 additional areas now under investigation 
by the Committee. The balance of cases have been withdrawn or have been 
denied as not meeting the criteria. 

It is difficult to estimate the amount of time required to make a finding. Some 
eases are fairly simple; others require careful investigation of complex indus- 
trial and military activities. In each case, the Department of Defense, Atomic 
Energy Commission, or National Production Authority must investigate and 
report the essential and nondeferable defense activities. The Department of 
Labor must translate the essential.defense load into labor requirements and 
determine the amount that can be met by the local labor supply and the amount 
that must be met by in-migration. The Housing and Home Finance Agency and 
other agencies then use these findings as a basis for their investigation and find- 
ings concerning the additional housing and community facilities needed to support 
the essential defense activities. 

As indieated above, we were caught by a flood of initial requests. The Com- 
mittee and participating agencies are doing their best to work off the backlog 
and expedite the investigations, so that essential construction in critical areas 
can be gotten underway now while materials and labor are available. On the 
other hand the Committee must carefully apply the criteria, which include the 
criteria in S. 349, to assure that special Federal assistance is limited to those 
cases where the need is clearly essential to the national defense. 
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I appreciate the interest of the Senate Banking and Currency Committee in the 
critical areas program and will make every effort to keep you informed of our 


progress. 
Sincerely yours, 


Rate R. Kavt, 
Chairman, Critical Areas Committee. 


CoMMUNITIES UNDER CONSIDERATION AS CRITICAL DEFENSE AREAS, BREAKDOWN 
BY STATES 


Alabama : 
Huntsville 
Mobile 
Muscle Shoals 
Arizona: Tucson 
Arkansas: 
Benton 
Camden-Shumaker 
El Dorado 
California : 
Alameda 
County 
Barstow 
Corona 
Escondido 
Imperial County 
Lancaster, Muroc, Palmdale 
Long Beach 
Lompoc 
Los Angeles 
Oceanside 
Pittsburg 
Port Hueneme-Oxnard-Ventura 
Roseville 
San Diego 
San Miguel 
Vacaville-Fairfield-Vallejo-Benicia 
Victorville 
Colorado: 
Colorado Springs 
Lakewood 
Pueblo 
Connecticut: 
New London-Waterford 
Stafford Springs 
Delaware: 
Dover 
Wilmington-Newark 
Florida: 
Jacksonville 
Sanford 
Georgia: 
Albany 
Lincolnton 
Marietta (Atlanta area) 
Moultrie 
Valdosta 
Idaho: 
Arco 
Blackfoot 
Idaho Falls 
Illinois : 
Braidwood (Joliet area) 
Granite City 
Mascoutah 
Quad Cities (Davenport, Iowa, 
Moline and East Moline, IIL, 
Rock Island) 


County, Contra Costa 
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Andiana : 
Columbus 
Dana 
Iowa: Cedar Rapids 
Kansas: 
Kansas City 
Labette County 
Parsons 
Topeka 
Wichita 
Kentucky: Paducah 
Louisiana: 
Minden 
New Orleans 
Maine: . 
Brunswick 
Limestone 
Presque Isle 
Maryland: 
Bainbridge 
Bel Air 
‘atuxent 
Michigan: 
Hazel Park and Detroit 
Ypsilanti 
Mississippi: Ocean Springs 
Missouri: 
Cape Girardeau 
Fort Leonard Wood area, 
Rolla, Mo. 
Hazelwood 
St. Louis 
Weldon Springs 
Nebraska: Sidney 
New Jersey: 
Denville 
Nutley 
Philadelphia, Trenton, Morrisville 
Dover 
New Mexico: 
Carlsbad . 
Farmington 
Las Cruces 
Roswell 
New York: 
Binghamton 
Ithaca 
Star Lake, St. Lawrence County 
Staten Island 
North Carolina: 
Carolina Beach 
Kinston 
Richlands-Jacksonville 
Salisbury 
Ohio: 
Cincinoati 
Cleveland 
Columbus 
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COMMUNITIES UNDER CONSIDERATION AS CRITICAL DEFENSE AREAS, BREAKDOWN 
BY Sratres—Continued 


Ohio—Continued Texas—Continued 
Dayton Houston (Harris County) 
Hamilton Killeen 
Marietta Kingsville 
Shelby Lone Star-Kilgore 

Oregon: Astoria Mineral Wells 

Pennsylvania: Panhandle 
Allentown Pampa 
Philadelphia, Trenton, Morrisville San Antonio 

Seuth Carolina: San Marcos 
Aiken (Savannah River area) Sweetwater 
Allendale and Hampton Counties Texas City 
Camden Weatherford 
Charleston Wichita Falls 
Greenville Utah: 

Tennessee : Magna 
Kingsport Tooele 
Tullahoma Virginia : 

Texas: Christiansburg-Radford 
Amarillo Suffolk, Norfolk, Portsmouth, New- 
Big Springs port News 
Borger Washington: 

Brazoria County Bremerton 
Brownsville Ephrata 
Florence Kennewick-Pasco 
Henderson, Tex., and north part of Othello 

Rusk County Richland 


HovusiInc anp Homer FINANce AGENCY, 
OFFICE OF THE ADMINISTRATOR, 


Washington, D. C., April 30, 1951. 
Hon. Burnet R. MAYBANK, 


United States Senate, 
Washington, D. C. 

Dear SENATOR MANBANK: In accordance with your request of December 14, 
1950, I am enclosin? a current informal summary of the activities of this agency 
under the Defense Production Act of 1950. 

Sincerely yours, 
RAYMOND M., Fo.ey, Administrator. 


SrxtTH REPORT TO THE JOINT COMMITEE ON DrFENSE PRODUCTION ON REAL ESTATE 
Crepir CONTROLS BY THE HoUSING AND HoME FINANCE ADMINISTRATOR 


ACTION TAKEN IN IDAHO FALLS, IDAHO 


As related in our last report, restrictions on residential real estate construction 
credit have becn relaxed to a limited extent to meet the need for hoursing 
accommodations of employees of the Atomic Energy Commission and their con- 
tractors in the Idaho Falls, Icaho, area. The specific number of units needed to 
accommedate incoming defense workers has recently been announced. The 
credit relaxations will be extended to assist in the construction of 500 units, 250 
of which are to be offered for rent and 250 fer sale. In regard to the sale units, 
the AEC has be n authorized to issue certificates to essential immigrant workers 
who are permanent employees of the Commission or its contractors, entitling 
them to purchase homes within reasonable commuting distance of the plant under 
relaxed credit terms. The rental program provides that of the 250 units a mini- 
mum of 125 will have three bedrooms. The monthly rental of the units is required 
to be as follows: 


Units 
8 ata ccyip divest slain Dc ciidbihes dibs Sete ticei se shay eh aati lia Mth tai i itera 
$65 to $76._-_._. i I ea tl i a ld i il id Sa le ea 40 
els te a eb Aine mesae ede AL ete tahini Ragin PO 
TT a. al ok. sa spe mplidildaate pe ndoiaadaleko— 65 
$90 to $95 5 


If greater production can be secured in the lower rental brackets it will be corre- 
spondingly reduced in the higher ones. 
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ACTION TAKEN IN THE SAN DIEGO, CALIF., AREA 


The Inter-Agency Critical Areas Committee of the Defense Production Ad. 
ministration has just announced the declaration of the city of San Diego, Calif., 
as a critical defense area. As a result of the expansion of military activities, 
especially in the Navy establishments, and in private aircraft and other plants 
in the area, it was found that additional housing is needed for military personnel 
and immigrant workers. This agency, with the concurrence of the Board of 
Governors of the Federal Reserve System, simultaneously announced its inten- 
tion to relax credit controls in the area in order to facilitate construction of 
housing needed for military personnel and in-migrant defense workers in desig- 
nated plants in the area. The number of units in each price and rental category 
for which controls will be relaxed will be announced in the very near future. 
Attached is a copy of the press release announcing the action. 


REVIEW OF RESULTS OF CREDIT CONTROLS 


As mentioned in our last report, staff technicians of this Agency, working 
closely with the Board of Governors of the Federal Reserve System and the 
Veterans’ Administration, are continuing an intensive study and appraisal of 
the credit controls. Emphasis is being given to evaluating the effectiveness of 
the controls in restricting housing production in 1951 to the announced goal of 
800,000 to 850,000 units, with particular attention to the effect of relaxations 
required in defense areas. It is anticipated that in a short time we will be in a 
position to determine what, if any, changes may be needed. 


DEFENSE PRODUCTION ADMINISTRATION 


The city of San Diego, Calif., has been declared a critical defense area for 
housing, it was announced today by Ralph R. Kaul, Chairman of the Inter- 
Agency Oritical Areas Committee of the Defense Production Administration. 
This certification authorizes the Housing and Home Finance Agency and the 
Board of Governors of the Federal Reserve System to relax Federal housing 
credit controls to facilitate the construction of housing for military personnel 
and in-migrant defense workers in designated plants in the area. 

As a result of expansion of military activities in the area, especially in the 
Navy establishments (including the Navy shipyard), and in private aircraft 
and other plants, additional housing is needed for in-migrant workers, the 
committee found on the basis of initial reports on manpower needs and housing 
available in the area. Extent, terms, and methods for the credit relaxation and 
the programing of housing will be announced by the HHFA. 

Mr. Kaul also announced that the committee had requested the Federal 
Security Agency to make a survey and report what can be done by local officials 
to expand day-care centers to aid working mothers and provide extended school 
services in the San Diego area. 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, May 28, 1951. 
Hon. Burnet R. MAYBANK, . 


Chairman, Committee on Banking and Currency, 
United States Senate. 

My Dear Mr. CHAIRMAN: Reference is made to S. 1397, now pending before 
your committee, which would make a number of amendments to the Defense 
Production Act of 1950. 

I wish to invite your particular attention to section 103(b) which would au- 
thorize the President to create new Government corporations to carry out the 
purposes of sections 802 and 303 of the Defense Production Act of 1950, and to 
section 103(d) which would vest certain powers in the corporations created. 

As you will recall, the Defense Production Act of 1950, as introduced in the 
Congress, contained language authorizing the President to create new Govern- 
ment corporations. However, at the time of consideration of this provision by 
the Senate, the bill was amended to authorize the President to create new agen- 
cies, but not corporations. This amendment was agreed to in conference and 


the conference report was adopted by both the Senate and the House of Rep- 
resentatives. 
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My views on the creation of additional Government corporations are well 
known. I recognize that in some cases that may be a necessary and valuable 
means of conducting public business, but I have always felt that there is entirely 
too much disposition to start new corporations and to perpetuate old ones which 
are not actually needed. 

As a general proposition, the corporate form for a Government instrumen- 
tality—to the extent it is free from compliance with laws applicable to other 
Government activities and of normal safeguards set up by the Congress to pre- 
yent and correct improper expenditures of public funds—can be justified only 
by the most compelling reasons or overruling public necessity. The bill before 
your committee proposes to grant to the executive branch of the Government 
the power to establish Government corporations at will. The message of the 
President to the Congress on April 26, 1951, which transmitted the proposed 
amendments to the Defense Production Act of 1950, is silent on the need for this 
unlimited authority, and the only explanation I have seen is the following state- 
ment made by Mr. Charles E. Wilson, Director of Defense Mobilization, before 
your committee on May 7, 1951. 

“As a further aid to production, it is recommended that authority be granted 
for the establishment of Government corporations with the powers generally 
attributed to corporations engaged in business-type operations. This authoriza- 
tion is important since the established businesses with whom such Government 
programs should deal are familiar with the powers and types of commitments 
which corporations of this type make. If the Government is to carry out its 
missions effectively in essentially commercial fields, I believe it should be able 
to do so with the maximum degree of efficiency.” 

To me these reasons are not persuasive. Thousands of businesses deal with 
Government agencies—such as the Defense Department with its myriad types 
of programs, the Atomic Energy Commission, the General Services Administration 
with its national defense stockpiling operations—whose activities involve com- 
mercial practices and financing running into billions of dollars. I do not know 
of any proposals that these agencies to be converted to corporate basis just be- 
cause businesses deal with them. Also, I cannot agree that the corporate form 
of Government agency guarantees the maximum degree of efficiency in the con- 
duct of Government business. 

I do not know of any reasons why the purposes sought to be accomplished 
could not be realized without the creation of new corporations. This is especially 
true since the Defense Production Act and other emergency laws have given 
such broad authority and exceptions from compliance with existing laws that 
the corporate form of instrumentality would have no particular latitude not 
available to the regular agency, other than the use of revenue which Congress 
could grant if it so desired. But, in any event, if any compelling reason should 
develop for the creation of corporations for carrying out the purposes of the 
Defense Production Act, I believe they should be specifically chartered by the 
Congress. The Congress would then have an opportunity to consider the particu- 
lar needs to be met, and could clearly set forth the extent of the corporate 
activities in the chartering acts. 

Also, I should like to point out that if the proposed legislation were adopted, 
the President by virtue of the provisions of section 703 (a) of the act possibly 
could delegate the authority to charter corporations to any officials he might de- 
sire and that there would be no limit to the number of corporations that could 
be. created. 

In view of the above, I strongly recommend that the provisions of S. 1397 
which would grant the President authority to create Government corporations 
be deleted from the bill by your committee. 

It is noted that the proposed legislation would authorize all future financing 
that may be necessary to carry out the purposes of sections 302 and 303 of 
the Defense Production Act of 1950 to be accomplished through borrowings from 
the Treasury instead of by appropriations. This, of course, is a matter of con- 
gressional policy, but to the extent that it is practical I believe that all financing 
should be accomplished through direct appropriations, particularly for loss 
programs and nonrecoverable expenditures, especially subsidies, in order to 
provide effective control by the Congress. Otherwise Congress will be compelled, 
at a later date, to either appropriate funds or authorize the cancellation of 
indebtedness to the Treasury to make up such losses and and other nonrecover- 
able expenditures. 
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The last sentence of the proposed new section 303 (e) which contemplates 
that the President, to the fullest extent practicable, will exact a fair charge for 
the use by others of Gevernment-owned property, facilities and processes has 
my unqualified support. The use by others of Government-owned property, 
facilities and property should be as nearly as possible self-supporting, and charges 
for the use of such facilities, property, and processes should be at rates which 
will reimburse the Government for such items as interest costs for the funds 
invested, the full cost of installation, and the excess cost of facilities, property, 
and processes over the estimated disposal value. 

I am sending a similar report to the chairman, Committee om Banking and 
Currency, House of Representatives. am 

Sincerely yours, 
LInpsAY WARREN, 
Comptroller General of the United States. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE DepuTy ATTORNEY GENERAL, 
- Washington, May 24, 1951. 
Hon, Burner R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

My Dear Senator: This letter is transmitted to you at the request of the 
Office of Defense Mobilization, which states that your committee desires further 
explanation of the provisions mentioned below of the bill (S. 1397) to amend 
the Defense Production Act of 1950. <A similar letter is being forwarded to the 
chairman of the House Committee on Banking and Currency in connection with 
the bill H. R. 3871, 

Provision is made in section 102 of the bill for the addition of a new section 
to be known as section 202 under title IT of the act authorizing the acquisition, 
by condemnation, of “any real property, including facilities, temporary use 
thereof, or other interest therein, together with any personal property located 
thereon or used therewith’ deemed necessary by the President for national de- 
fense. Section 201 grants authority to requisition property, real or personal. 
While it is believed that section 201 is broad enough in its terms to authorize 
acquisition of real property by condemnation as well as by requisition, it is deemed 
desirable for the purpose of clarification in order to avoid unnecessary litigation 
that the power ef condemnation be specifically set forth and that this power 
together with the power to acquire by purchase, donation, or other means of 
transfer be given to the same extent as was provided in World War IT legis'‘a- 
tion, (See 56 Stat. 177.) 

Condemnation proceedings clearly constitute the most expeditious method 
of obtaining real property and at the same time provide the fairest procedure 
both for the Government and the landowner. In the case of requisitioning, it is 
necessary under the terms of te act to determine the fair and reasonable value 
of the property and to pay to the owner at least 75 percent of that amount. 'n 
order to do this careful appraisal must be made and it must also be determined 
accurately who is entitled to be paid. All of this wll require time. In the 
event the owner refuses to acecpt the amount determined to be just compensa- 
tion and_is therefore paid only 75 percent of that amount, he is then permitted 
a period of 3 years within which to bring suit for the additional sum which he 
claims as necessary to make up just compensation. Thus, years may be taken 
before the acquisition and payment in full have been completed. On the other 
hand, in the case of condemnation proceedings, suit may be filed without any 
appraisal and without a definitive determination of title. If the Declaration of 
Taking Act (40 U. S. C. 258a) is used, estimated compensation (the determina- 
tion of which does not necessarily require a final appraisal of value) is de- 
posited in the registry of the court but neither the Government nor the land- 
owner is bound by this determ‘nation. However, in the condemnation proceed- 
ing in which the declaration of taking is filed, the just compensation provided 
for by the fifth amendment to the Constitution is determined and a complete ad- 
judication of the title and the various interests in the property is made so that 
when judgment is entered the whole matter will have been disposed of and all 
parties entitled will have been fully paid. 

It is important to emphasize in this connection the ad-antage which Will result 
from the suggested amendment so far as taking possession of the property is 
concerned. It is of course of paramount importance in an emergency that the 
defense authorities go into possession and proceed with the project as rapidly 
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as possible. The proposed amendment accordingly provides that ‘Upon or after 
the filing of the condemnation petition, immediate possession may be taken and 
the property occupied, used, and improved for the purpose of this Act, notwith- 
standing any other law.” 

Section 104 (e) of the bill amends subsection 405 (a) of the act by adding 
thereto a provision which will permit the disallowance for income tax and similar 
purposes of payments by any person in violaton of any regulation, order, or 
requirement made under title IV of the —<t (which relates to price-and wage 
stabilization). The added language is putterned after existing language in 
subsection 405 (b) of the present act. The last-mentioned sub-ection, which in 
turn was patterned after the language of the Stabilization Act of October 2, 
1942, authorizes the disallowance for income tax and similar purposes of pay- 
ments made in violaton of regulations or orders issued for the purpose of stabili- 
ing wages and salaries, but no similar authority presently is applicable to pay- 
ments made in violation of price stabilization regulations or orders issued to 
stabilize prices. As a consequence, extra costs of doing business in violation of 
stabilization reculations, except in the case of overpayment of wages or salaries, 
often may in large part be charged to the Government through deductions for 
income tax purposes, notwithstanding that these costs constitute illegal expendi- 
tures on the black market. The instant amendment would place payments illegal 
under price stabilization re yulations on the same basis with respect to their dis- 
allowance for tax purposes as presently are payments illegal under wage and 
salary stabilization regulations. 

The subsection 409 (d) of the act which would be added by subsection 104 (h) 
of the bill would permit the disallowance for income tax and similar purposes 
of all sums paid as fines, civil penalties, or by way of restitution, in connection 
with the violation of price ceilings, as an existing provision in subsection 405 (b) 
of the act permits the disallowance of payments in violation of regulations issued 
to stabilize wages and salaries, and as subsection 104 (e) of the bill would per 
mit the disallowance of payments in violation of regulations issued to stabilize 


prices. The addition of the proposed subsection 409 (d) would eliminate a 


state of uncertainty which arose out of previous price control levislation, and 
which has not been eliminated by litigation, as to when payments which are in 
the nature of penalties may be disallowed for tax purposes as a cost of doing 


business. This amendment aiso will eliminate situations which have arisen 
in the past, in which the Government has been required to offset, through the 
acceptance of reduced taxes, a part of such payments made to it or to third 
parties by violators of price control regulations. 

This Department will be pleased to furnish you any additional information 
which you may desire concerning the mentioned sections of the bill, S. 1397. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., May 28, 1951. 
Hon. Burne? R. MAYBANK, 
Chairman, Banking and Currency Committee, 
United States Senate, Room 301, Senate Office Building, 
Washington 25, D. C. 

My Dear SENATOR MAYBANK: At the request of the Director of Defense Mobili- 
zation, I am submitting the following comments for your consideration in conneec- 
tion with 8S. 1397, to amend the Defense Production Act of 1950, and for other 
purposes, which is currently before your committee. 

My comments are confined to the following provisions : 

1. Additional borrowing authority (sec. 108 (c) and sec. 108 (d)). 

2. Estab ishment of corporations (sec. 108 (b) and seg. 108 (d)). 

3. Salary of one official at rate of pay of heads of executive departments 
(sec. 108 (a)). 

4. Obtaining additional information (sec. 108 (b)). 

5. Discontinuance of existing. statistical work (sec. 108 (b)). 

5. Printing and distribution of reports (sec. 108 (e) ). 
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1, ADDITIONAL BORROWING AUTHORITY 


Subsection 103 (c) 


Subsection (c) of section 103 of the bill would provide for the borrowing, in 
addition to the $600,000,000 already authorized, of such further amounts as 
might be fixed from time to time in appropriation acts. 

The presently designated subsection (b) of section 304 of the Defense Pro- 
duction Act of 1950 authorizes any agency of the Government, with the approval 
of the President, to borrow from the Treasury such sums as may be necessary 
to carry out its functions with respect te expansion of productive capacity 
and supply under sections 302 and 308.of the act. Subsection 304 (b) further 
provides that the total. amount borrowed shall not exceed an aggregate of 
$600,000,000 outstanding at any one time. 

The provision for further borrowing contemplates no limitation in the basic 
legislation on the amount which could be borrowed. However, the fact that 
any additional borrowing must be authorized in appropriation acts would 
insure control of the use of the borrowing authority through the usual appro- 
priation process, so that only such amounts could be borrowed from the Treasury 
as might be justified to the Appropriations Committees and specifically author- 
ized by the Congress from time to time. 

The proposal that additional borrowing authority be provided without speci- 
fic limitation in advance, but with the usual current control through the appro- 
priation process, results from the following considerations : 

(a) It has been found impossible to make accurate estimates of the many 
requirements for expanding productive capacity and supply under sections 302 
and 303. The needs are constantly developing and changing as defense produc- 
tion progresses, and to establish a definite ceiling in advance may impede quick 
action where it is necessary and appropriate. 

(b) Many of the programs conducted under sections 302 and 303 result in 
contingent liabilities which may never be realized. For example, where the 
Government enters into firm commitments to purchase large amounts of a 
particular material, it is necessary that agencies be authorized to draw upon 
funds in an amount sufficient to cover the full liability involved in such commit- 
ments. If, however, the proceeds from sales equal or exceed the commit- 
ments, it may develop that only a small amount of the authorization will actually 
be borrowed from the Treasury. Since the net position of the borrowing 
agencies is constantly changing, advance estimates are difficult to compile. 

(c) The use of borrowing authority within limitations fixed in basic legis- 
lation has generally been considered to be more suitable in the early stages of 
administering new legislation, since it provides a vehicle for immediate operation 
which is quicker than the normal appropriation process. However, the presenta- 
tion of specific programs to the Appropriations Committees, as needs develop, 
is considered a more appropriate method of financing a program which is well 
under way. 


Subsection 108 (d) 


Subsection (d) of section 103 of the bill would strike the presently designated 
subsection (c) as unnecessary. The presently designated subsection (c) of 
section 304 of the Defense Production Act of 1950 authorized, in addition to the 
sums authorized to be borrowed under subsection (b), an appropriation not in 
excess of $1,400,000,000 for the purposes of expanding productive capacity and 
supply under sections 302 and 303. 

It is contemplated that all requirements under sections 302 and 303 would 
be met from the borrowing authority discussed above. The borrowing authority 
is considered more desirable than direct cash appropriations for the following 
reasons: 

(a) Amounts authorized to be borrowed under the act are placed in a revolv- 
ing fund which is credited with receipts from transactions entered into under 
sections 302 and 303 of the act, and which is charged with all administrative 
expenses (including interest on amounts borrowed) in connection with such 
transactions. This is a business-type operation which is far more suitable for 
the commercial transactions involved in the administration of sections 302 and 
303 than cash appropriations which are customarily used for the normal type 
of Government operation. 

(b) The programs which have been started under sections 302 and 303 of the 
act have been financed from the borrowing authority provided in the existing 
law. To combine direct cash appropriations with this borrowing authority 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 783 


would result in certain administrative and accounting difficulties which can be 
avoided if the entire program is financed by a single method. 

In this connection, it should be noted that there is now pending before the 
Congress the third supplemental appropriation bill (H. R. 3587) which would 
inerease by $1,000,000,000 the borrowing authority authorized in the existing 
legislation. The additional borrowing authority was requested, in lieu of a 
portion of the direct appropriation authorized in the existing law, for the 
reasons mentioned above. Since this proposal has been accepted by both the 
House and the Senate it is consistent with action already taken by the Congress. 


2. ESTABLISHMENT OF CORPORATIONS 


Subsections (b) and (d) of section 103 of the bill would amend section 304 (a) 
of the Defense Production Act, so as to authorize the establishment of corpo- 
rations for the purposes of sections 302 and 303 of the act. 

Any corporation established pursuant to the authority contained in the pro- 
posed amendment would— 

(a) Be subject to the Corporation Control Act of 1945 rather than the Budget 
and Accounting Act. It would submit a business-type budget annually to the 
President and to the Congress, maintain its accounts on a commercial basis, and 
be audited annually by the General Accounting Office in accordance with prin- 
ciples and procedures applicable to commercial enterprises. Agencies are gen- 
erally not subject to a commercial audit by the General Accounting Office. 

(b) Be subject to suit and could sue. Government agencies are ordinarily not 
subject to suit without the Government’s consent. It is believed that the usual 
Government immunity should be waived when the Government engages in com- 
mercial transactions. Otherwise private firms would be at a considerable disad- 
vantage in doing business with the Government. A corporation could also settle 
claims more expeditiously than a regular agency whose accounts must be “set- 
tled in the General Accounting Office. 

While the present act authorizes, for the purposes of sections 302 and 303 of 
the act, the utilization of existing departments and agencies including corpora- 
tions, the act excludes corporations from the “new agencies” which may be crea- 
ted to carry out the act. 

The act, however, authorizes the Government to undertake certain programs 
which are essentially of a business nature; such, for example, as the making of 
loans, the buying and selling of commodities, and the operation of defense plants. 

It appears pertinent to note that during World War II it was necessary in the 
interests of efficient and economical conduct of a number of phases of the war 
effort to use the corporate type of agency for such purpose. Some examples are 
the Defense Supplies Corporation, the Defense Plants Corporation, the War Dam- 
age Corporation, the Rubber Development Corporation, and the U. 8S. Commer- 
cial Company. 

Within recent years it has been increasingly recognized that procedures and 
controls which geenrally apply to Government-type programs cannot satisfac- 
torily be employed in the case of programs of a business nature. This is re- 
flected by the enactment in 1945 of the Government Corporation Control Act 
which provides for different types of controls, notably the business-type budget 
and commercial-type audit, specially designed to meet the needs of programs of a 
business character. This fact was also recognized by the Commission on Or- 
ganization of the Executive Branch of the Government when it recommended 
in its report on Federal business enterprises (p. 14) that “straight-line business 
activities be incorporated so as to secure greater flexibility in management 
and simpler accounting, budgeting, and audit methods.” 

Accordingly the removal of the present exclusion of corporations from the 
agencies which can be created for carrying out sections 302 and 303 would permit 
the application of the more appropriate type of organization and controls to those 
business-type activities. 


8, SALARY OF ONE OFFICIAL AT RATE OF PAY OF HEADS OF EXECUTIVE DEPARTMENTS 


Subsection (a) of section 703 of the Defense Production Act of 1950 authorizes 
the President to appoint heads and assistant heads of new agencies created 
under the act and to fix their compensation at rates comparable to the compen- 
sation paid to the heads and assistant heads of independent agencies of the 
Government. 
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Subsection (a) of section 108 of S. 1897 would retain this provision but would 
amend it to permit the head of one such agency to be paid at a rate comparable 
to the compensation paid. to the heads of executive departments of the Govern- 
ment. The purpose of this amendment is to permit the President to continue the 
compensation of the Director of Defense Mobilization at the presently established 
rate of $22,500, which is the rate fixed by the act of October 15, 1949, for the heads 
of the executive departments. 

The $22,500 rate presently is being paid to the Director under the provisions of 
the appropriation made to the President for emergencies (national defense), and 
its inclusion in the basic law is necessary in order to continue the Director at his 
present rate of compensation if and when the Office of Defense Mobilization is 
financed from direct appropriations rather than from emergency funds available 
to the President. 

It should be noted that the Director of Defense Mobilization acts on behalf of 
the President to direct, control, and coordinate all mobilization activities of the 
executive branch of the Government, including those performed by the various 
executive departments, and that all agencies and departments are required to 
execute such directives as he may issue to carry out programs developed, poli- 
cies established, and decisions made by him. Like the heads of executive depart- 
ments, the Director is required to be appointed by the President and confirmed by 
the Senate. 

In view of the nature of his duties and responsibilities, and of his relationship 
to the heads of executive departments, it seems obvious that the rate of com- 
pensation for the position of Director of Defense Mobilization should not be lower 
than the rate established for the heads of executive departments. 


4. OBTAINING ADDITIONAL INFORMATION 


The proposed new section 705 (d), contained in section 108 (b) of the bill, 
would help to assure that the President will have adequate information for de- 
termining the need for any additional legislation or administrative measure for 
the national defense. Having adequate information upon which to base decisions 
of such far-reaching import is, of course, of the greatest importance. The exist- 
ing section 705 of the Defense Production Act gives to the President authority to 
obtain, with penalties for willful failure to comply, “such information from 
* * * any person as may be necessary or appropriate, in his discretion, to the 
enforcement or the administration of this act * * *.” The language of the 
comparable authority in effect during World War II, contained in the Second 
War Powers Act, section 1401, related to any information needed “in connection 
with the conduct of the war.” The act, if amended as contemplated by the bill 
under consideration, although it would not be as broad as the World War II 
language, would assure that the defense program is not handicappel because of 
inadequate authority to obtain data essential to the direction of the program. 

Any surveys made under the new section 705 (d) would be subject to approval 
of the Bureau of the Budget under the Federal Reports Act of 1942, which 
would insure that any agency exercising the authority of section 705 (d) would 
do it sparingly, and, wherever feasible, with selected-coverage methods, in con- 
trast to the method of getting data from all firms or persons in a given group. 


5. DISCONTINUANCE OF EXISTING STATISTICAL WORK 


The proposed new section 705 (e), contained in section’ 108 (b) of the bill, 
would make clear that the President may, in the interest of national defense, 
dispense with any of the usual statistical work carried on by the Government. 
Economic controls necessarily involve demands from the Government upon the 
public for information to guide the use of those controls. It is important that 
these new needs for information, together with present needs, should impose the 
least possible burden upon the funds, the skilled emnloyees, and the facilities 
of both the reporting public and the Government. This proposed provision is 
intended to assist in furthering this aim. 

Much of the statistical work of the Government is expressly required by law. 
Under the Federal Reports Act of 1942, the Budget and Accounting Procedures 
Act of 1950, and the Budget and Accounting Act, 1921, the Budget Director 
already has ample authority to suspend statistical work Which is merely author- 
ized by law. However, in the instances that a statute directs that a specific 
statistical job be done, it js desirable that the President have authority to set 
aside any such requirement. The new section 705 (e) would assure that such 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 785 


a suspension could be made in any instance where the President deems this to be 
in the interest of the national defense. 

Under the authority of a similar provision in section 1401 of the Second War 
Powers Act, the President dispensed entirely with the censuses of manufactures 
which prewar legislation had directed to be taken in 1942 and 1944 (i. e., every 
second year). That action under section 1401 gave substantial relief to manu- 
facturers who were, of course, during that period supplying data for use in 
connection with such defense measures as the priorities system. 


6. PRINTING AND DISTRIBUTION OF REPORTS 


Subsection (e) of section 108 of the bill would add to section 710 of the Defense 
Production Act of 1950 a new subsection (f). The new subsection would au- 
thorize the President to provide for the printing and distribution of reports, 
in such number and in such manner as he deemed appropriate, concerning the 
actions taken to carry out the objectives of the act. 

The new subsection would specifically authorize the printing and distribution 
of reports which would keep the public informed with respect to progress under 
the act. It is contemplated that the reports will be issued quarterly and that 
between fifty and seventy-five thousand copies of each quarterly report will be 
issued to various informational mediums, trade associations, business executives, 
mayors, governors, educators, and others whose normal activities provide a 
means for disseminating information to the public. 

Under present law (sec. 89 of the act of January 12, 1895, 28 Stat. 622, as 
amended, 44 U. S. C. 213), not to exceed 5,000 copies of the annual report of the 
head of an executive department may be printed in any one fiscal year. While 
it is not clear that this restriction would apply to reports issued by the Office 
of Defense Mobilization, it is considered desirable that any doubt in that regard 
be resolved by the provision of specific authority for the President to take the 
necessary action to furnish to the public the information to which it is entitled, 
and which will materially aid them in carrying on their part of the defense 
effort. 

Sincerely yours, 
F,. J. Lawton, Director. 
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TUESDAY, MAY 29, 1951 


Unitep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to recess, at 11:50 a. m., in room 
301, Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senators Maybank, Sparkman, Frear, Douglas, Moody, 
Capehart, Bricker, Ives, and Schoeppel. 


AFTERNOON SESSION 


The Cuarrman. I will ask the committee to come to order. 

Mr. Secretary, we are pleased to have you here, sir. We are sorry 
about the last engagement we had with you, but we were all in spirit 
with you that day that you went down to VMI, and if you would 
proceed in your own way, sir, we would be happy to hear from you 
at this time. 


STATEMENT OF GEN. GEORGE C. MARSHALL, SECRETARY OF THE 
DEPARTMENT OF DEFENSE, ACCOMPANIED BY JOHN D. SMALL, 
CHAIRMAN OF THE MUNITIONS BOARD 


Secretary MarsHALL. Mr. Chairman, | have a prepared statement 
to read first, if that is agreeable to you, and to the members of the 
committee. 

I am here today to urge the extension of the Defense Production 
Act of 1950 for two additional years—that is, until June 30, 1953, 
and support the amendments to that act which are before this com- 
mittee. These are matters which directly affect the Department of 
Defense’s effort to prepare the military defenses of the Nation. It is 
to these special interests that I shall address my remarks. 

When the Defense Production Act was enacted into law in 1950, 
this country was in grave danger. We realized we must be prepared 
to resist an immediate staae or to await that attack through a 
number of years of tension. We realize, too, that our only real hope 
to avoid such an attack was to put ourselves in the strongest possible 
military posture which could be sustained by us as long as might 
prove necessary. 

During the past months, the dangers have increased. Every indi- 
cation that we have from abroad indicates a steady build-up of our 
enemies, particularly in the satellite countries. Our plan for Na- 
tional security includes two stages: first a rapid build-up to a minimum 
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level of safety, and secondly, the maintenance thereafter of a level of 
mobilization and a capacity for immediate large expansion. 

The intensity of our immediate mobilization must be in keeping 
with our ability to carry on during the possible years of tension. It 
is a trial of endurance of a character which is new to the American 
people, but is a trial that must be met with determination. 

hen the Defense Production Act of 1950 was passed, it was in- 
tended to be the keystone in our industrial mobilization. The reasons 
today for the continuation of that.act, I think, are more compelling 
than the reasons for its original enactment. Then we were superim- 
posing upon an industrial economy, already operating at high speed, 
the added burden of munitions production. It was realized that the 
shortage already existing would be increased with each passing day. 
It was also recognized that in order to produce first things first, and 
to spread the supplies thinly and equitably across our economy, 
certain powers would have to be exercised. 

Those powers were included in the Defense Production Act of 1950. 
Since the passage of the act, the industrial strength of the country 
has been mobilized, and the production of arms begun. It is pro- 
ceeding at a steadily accelerating rate. We are now only in the 
early stages of the defense mobilization effort which must be made. 
The impact of military programs upon the economy will steadily 
increase. The full impact will not be felt, m my opinion, until the 
calendar year 1952, and the winter of 1953. 

Let me illustrate: The monthly rate of deliveries under our pro- 
gram has increased about 300 percent per annum in the past year. 
The total expenditures in the fiscal year 1951 will be about $19 billion, 
and in the fiscal year 1952, we expect them to be over $38 billion for 
the three military deoartments alone. 

The Cuarrman, General, do you mind repeating that figure, sir? 

Secretary MARSHALL. The monthly rate of deliveries under our 
program has increased about 300 percent per annum in the past year. 
The total expenditures in the fiscal year 1951 will be about $19 
billion, and in the fiscal year 1952, we expect them to be over $38 
billion. Deliveries during fiscal 1952, including about $6.6 billion 
of mutual defense assistance program (MDAP) deliveries, will also 
be about, $38 billion. 

Senator Capenart. Mr. Secretary, does that include housekeeping 
salaries, and food for the Army and Navy, or just physical things? 

Secretary MARSHALL. Nonhousekeeping; hard and soft goods. 

Senator Carenarr. In other words, it is physical things. 

Secretary MARSHALL. Yes. 

Senator CapreHart. Does it include food for the Army? 

Mr. Satu. Food for the Army; yes, sir. 

Senator Capenart. But not salaries; it is strictly physical things. 

Mr. Smatu. That is correct. 

Senator Capenart. And the year ending June 30, it will be $19 
— the year ending June 30, 1952, will be approximately $38 
yillion. 

Secretary MArsHALL. $38 billion. These are expected deliveries 
arising out of past 

Senator Capenart. If the Secretary will yield, what is the difference 
between this $38 billion figure and the $60 billion that is asked for in 
the existing budget? 
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There is a difference of $22 billion. 

Mr. Sma. A substantial _portion of the $60 billion will not be 
delivered until fiseal 1953. 

Secretary MarsHALu. These are deliveries. 

Senator Caprenart. In other words, the difference of $22 billion 
is that which you are going to contract for which will be delivered at 
a later date? 

Secretary Marsuauu. I am talking about deliveries now. ‘There 
are other longer term items that will will not be delivered in that 
period. 

Senator Capenart. You are talking about materials now that 
must be paid for. 

Mr. Smatu. Not paid for to the extent of $60 billion during the 
fiscal year 1952. He says there that about $38 billion, or over $38 
billion, will be delivered and paid for during fiscal 1952. 

Senator Carenart. That was my point. 

Mr. Sma. A portion of the $60 billion will be delivered and paid 
for during the fiscal year 1953. 

Senator CappxHart. In other words, all the cash we need in fiscal 
1952, which begins on July 1 this year, and ends on June 30 next 
year, will be $38 billion, sins the salaries and other expenditures of 
the national defense? 

Mr. Satu. Plus the items that are not included in the categories 
which I have given; yes. 

The Cuarrman. Mr. Secretary, do you prefer to complete your 
statement first? 

Secretary MarsHALL. Whatever is your pleasure. 

The Cuarrman. What is your desire? 

Secretary MarsHauu. Well, it will be a little easier if I can finish 
it up, and go back to certain points. 

The Cuarrman. Go ahead. 

Secretary MarsHauu. The progress that we have been able to 
achieve in the production and procurement of materials and items 
needed to meet military requirements could not have been achieved 
without the statutory authority provided by the Defense Production 
Act. Without it, neither materials nor productive capacity could 
have been obtained on time to meet our urgent needs. It would 
have been impossible to have placed first things first. 

However, the act is due to expire June 30, 1951. If that is per- 
mitted to happen, the confusion for military programs will be hard 
to picture. Without the authority to allocate our materials and 
facilities, to afford priorities to military orders, to restrain prices of 
military goods from soaring, and without the incentives to the expan- 
sion of production of scarce materials and products, our mobilization 
efforts would largely be blocked. 

The continuity of the munitions productive effort is of tremendous 
importance. The dependability of supply, and the growth of pro- 
ductive capacity, are also of primary importance. We must provide 
matériel for the equivalent of 24 active divisions, and in addition 
thereto there must be productive capacity to provide, on short notice, 
for 21 National Guard divisions, subject to early call, and for such 
additional divisions as would be activated in the early stages of total 
mobilization. 
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The problem posed by equipping 95 wings for the Air Force within 
the same time limit raises at once the question of urgent and competing 
demand for many materials and products. For example, certain 
types of machine tools, and electronic equipment. 

The production schedules can’t, in my opinion, be met unless author- 
ity éxists somewhere to act, if possible, ahead of the event where 
shortages threaten to develop in critical items. 

I would like to read that again: 

The production schedules can*t, in my opinion, be met unless 
authority exists somewhere to act, if possible, ahead of the event 
where shortages threaten to develop in critical items. 

Similarly, in the preparation of 1,161 combat vessels by July |, 
1952, for the Navy, and naval air requirements, expansion of facilities 
will be needed. 

Here, too, there must be the power to determine priorities in many 
areas of critical items which will continue to develop as bottlenecks. 

It is for these reasons that the Department of Defense is intensely 
interested in the proposed amendments now before your committee. 
While the incentives to the expansion of productive facilities, through 
private investment, which are now present in the Defense Production 
Act, have assisted in stimulating industrial expansion, there remains 
an area in which the investment of private capital is difficult, if not 
impossible to justify. 

I refer to the productive capacity required for things urgently 
needed in the defense effort, but for which there is little or no long- 
term civilian demand. An amendment to the Defense Production 
Act can close that gap by providing authority for the expansion of 
facilities by means similar to those carried out by the Defense Plant 
Corporation in World War II. Although the great bulk of financing 
of expansion of industrial capacity has been through private capital, 
there will be an urgent need for governmental authority to expand 
facilities in special cases. 

These expansions will be of plants required to produce vitally 
needed things, which involve a temporary demand only, the experi- 
mental project, or the uneconomic business risk. It is easy to foresee 
the possible need for this authority in various areas, such as the 
increased production in aviation gasoline, petroleum storage facilities, 
refining activities, and marginal mineral production, like manganese, 
and titanium, to mention only a few. 

It is difficult to prophesy exactly where and when each of these 
needs may arise, yet the authority and the means with which to meet 
them should be provided, we think. 

The areas I have mentioned above are, as I have said, of direct 
concern to the Defense Establishment. There is, however, one 
additional area of importance in which the Department of Defense 
is greatly concerned, both from the point of view of the quantity of 
end items to be received, and also in connection with the handling of 
our budgets. This is the matter of obtaining some reasonable 
stability in prices. Our budget estimates are based on current price 
levels. Substantial rises in prices have the effect on our procurement 
program of reducing the end amount to be delivered to us. 

Wholesale prices today, as measured by the Bureau of Labor 
Statistics, are 20 percent higher than prices 1 year ago and are more 
than 16 percent higher than at the time of the Korean invasion. 
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This increase has had a serious effect upon the purchasing power 
of the defense procurement dollars. 

Normally, unit prices for many of the items now being procured by 
the Department of Defense would be expected to decline at this time 
because of reductions in manufacturing costs which should result from 
increased volume of procurement. While such unit price reductions 
have occurred in some cases, part or all of the economies of larger 
scale production have been lost in an increasing number of cases 
because of inflationary increases in labor and raw materials costs. 
Thus, although unit prices have not risen in some cases, the Depart- 
ment of Defense has still suffered a serious cut in purchasing power 
as a result of the failure of anticipated price decreases to materialize. 

At the same time that we have been suffering from inflationary 
forces, defense procurement costs have been affected by a number of 
nonprice factors. For example, the continuing improvement in our 
weapons and equipment leads to changes in design and specifications 
that alter costs. Similarly, costs are changed by such factors as bring- 
ing new sources of supply into production, expediting deliveries, chang- 
ing eee, packaging, and so forth. Because of these various 
simultaneous factors, it 1s virtually impossible to isolate from other 
factors the specific effect of price increases, as such, on all the items the 
Department of Defense purchases. However, the Bureau of Labor 
statistics wholesale price index offers a good general guide to price 
trends affecting the Department of Defense. 

Taking into account hidden increases, we believe that the best 
over-all estimate of the cost of inflation to the Department of Defense 
during the past year has been roughly equivalent to the 20 percent 
increase in the wholesale price index. Thus, approximately $7 billion 
out of the $35 billion authorized for procurement of hard and soft 
goods and military construction for the Department of Defense dur- 
ing fiscal year 1951 can be regarded as the cost of inflation. 

We can produce and procure efficiently materials and items needed 
for defense purposes only if inflationary pressures are prevented from 
pushing down the value of our currency and pushing up the cost of 
the mobilization effort. When the maximum production impact of 
the defense effort hits our economy over the next year or so, its infla- 
tionary effect must be contained or else much of the industrial strength 
we are endeavoring to build up will have been dissipated by the in- 
creased costs that will result and the dislocations of price, wage, and 
profit which will ensue. To that end the proposed amendments on 
price, wage, and rent stabilization are directed. 

The Department of Defense, as the largest single purchaser in our 
economy, has a vital stake in the sufficiency of our stabilization efforts 
to meet the challenge that will be presented in the near future by our 
accelerated production and procurement program. ‘The loss of guns, 
tanks, and planes to a creeping inflation is just as damaging to national 
security as if they had been destroyed in battle or captured by a more 
visible and concrete enemy. In either case, it is the Nation that 
suffers. 

In summary, it is. the best judgment of the Department of Defense 
that the authority in this act should be continued and that the amend- 
ment of the act in certain particulars is of the greatest importance in 
the interest of our national security. We do not see how the military 
targets set and the approved schedules can be met without some such 
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legislation carrying powers to be exercised with discretion, so that the 
degree of action taken may be fitted to the need as it arises in the 
unforeseeable future. 

Mr. Chairme:, particularly in regard to the amendments of the 
act, as it was origimally passed last summer, there are a good many 
technical metters with which I am not sufficiently familiar to comment, 
but im the large, or as to the large, over-all problem, I think we all 
realize that we have to have something-of this nature, or we just can’t 
go ahead. ~ 

When you get to matters of inflation, things like rent controls, and 
matters of that kind, that is beyond my intimate knowledge I can 
tell you in advance I can’t comment authoritatively on that with any 
confidence, and I imagine that Mr. Wilson’s Office of Defense Mobili- 
zation can give you the details. 

There are some financial factors, of course, that would go to some 
other agency of Government. 

The CuHarrMan. Mr. Secretary, very frankly, this is the Defense 
Production Act, and I can speak only for myself, but I have great 
confidence, as you know, in you. What I want to find out is a few 
things from you, or those associated with you, ahd not from any other 
office. 

In other words, now, you say we have spent $19 billion in 1951. 
We have appropriated $48 billion. Is the rest of that on authoriza- 
tion for the next year? If you can’t answer—I wouldn’t expect you 
to be familiar with details—perhaps Mr. Small or someone else could, 
and I would appreciate it. 

I know the other members of the committee have a number of 
questions to ask you, so I shan’t take too much of your time. 

For instance, you talk about rents. I want to know what the 
critical areas are where we ought to have rent control. I want to 
know who is going to determine the critical areas. Are you going to 
determine them, or who is going to determine them? 

After all, we want rent control for the critical areas of this country, 
but frankly, it is a little difficult for the committee to determine what 
the critical areas are unless someone such as you tells us. We have 
been trying to find out for quite a while, and we have been unsuccessful 

I know that several of the Senators here are particularly interested 
in the last appropriation bill, as to which you testified before the 
Appropriations Committee and showed the tremendous waste of 
material in inflation cost. That is why we suggested that you could 
bring in anyone whom you would want, because we can understand 
that you can’t be familiar with all the details. We do understand 
that you believe the impact is not going to be felt until next winter. 

Secretary MarsHauu. That is correct, sir; and as to the matter of 
rents, not so much the control as the provisions that we are interested 
in, in those military installations where we have to have something in 
order to look after our people, there we are very directly concerned in 
our own local activities. 

The CHarRMAN. I appreciate that. I just brought that out as one 
thing. 

I believe Senator Moody wished to ask you a question at the time 
when I inquired whether you wished to complete your statement 
first. 
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Senator Moopy. That $48 billion figure, Mr. Secretary—does that 
include the money spent for expansion of defense plants? 

Secretary MarsHauv. To a certain extent, it does. 

Senator Moody. But it doesn’t include all of it, as a matter of 
fact? 

Mr. Smauu. Only the ones we directly are concerned with. 

Senator Moopy. What do you mean by that, sir? ; 

Mr. Smauu. For example we put tools into a certain plant. It 
does not involve, as I take your question, these so-called defense 
supporting plants. Jt may include facilities where we have con- 
tracted for an item that is specisically and peculiarly military, like a 
bazooka—facilities where the Government takes title—facilities 
private industry cannot reasonably be expected to provide with their 
own funds. About 70-75 percent is for tools—very little is for bricks 
and mortar. 

Senator Moony. If the Government is building a plant, that is 
included, but if the Ford Co. builds a plant of its own, that is not. 
included? 

Mr. Sma. No, sir; not if we do not take title. 

The CuarrMAN. Senator Capehart? 

Senator Capenart. Mr. Secretary, you were Secretary of the 
National Defense when this bill was passed; were you not? 

Secretary MarsHau. I came in, I think, the 18th of September. 

Senator CapEHART. You came in the 18th of September when? 

Secretary MarsHauu. Last fall. 

Senator Capenart. Why wasn’t the act immediately put into 
effect, and why did you permit this 20 percent increase in prices since 
the act was passed? 

Secretary MarsHauu. That is an Office of Defense Mobilization 
problem which I can’t answer you on. 

Senator CapeHart. Did you recommend when you came in that 
the act be put into effect, and that prices be frozen at that time? 

Secretary MarsHa.u. No, sir; I did not. The Department may 
have taken some action with which I am not familiar. 

Senator Carpenart. Did you anticipate at that time that prices 
would rise as much as they have? 

Secretary Marsuauu. Yes; we did anticipate that. I know it 
was very early —— 

Senator Capenart. This $38 billion that you say you will spend in 
the fiscal year starting July 1 of this year, sand ending June 30 next 
year, is that, in your opinion, sufficient, sir? 

Secretary ‘MARSHALL. As the matters stand at the present time. 

Senator Capenart. And you will have spent $19 billion on June 
30 this year, the fiscal year ending June 30? 

Secretary MarsHa.u. We will actually come to the settlement on 
that basis, 

Senator Caprenart. The Congress has appropriated $48 billion up 
to this time, and they have before them $60 billion dollars, making a 
total of $108 billion for the 2 years; the year 1951 and the year 1952. 
You are only going to spend $57 billion, $19 billion this year, $38 
billion next year, or a total of $57 billion, which leaves $55 billion that 
you will not need cash for. If that is correct, why is it necessary to 
appropriate the additional $45 billion? 
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Mr. Smauu. First, Senator, it is necessary to appropriate it in order 
to make the contracts. Take, for example, your 1951 money. There 
will be a delivery of, say, close to $18 billion during the fiscal year 
1952 out of 1951 funds, and in 1953, there will be a delivery, we antic- 
ipate, of around $15 billion, still out of 1951 funds. 

Senator CarpgHart. Wouldn’t it be just as practical, then, to 
authorize rather than appropriate the money? Aren’t we sort of 
fooling the people a little bit when we talk about $60 billion, when we 
are only going to spend $38 billion? — 

Mr. Satu. I don’t think so, Senator. I think we are being more 
realistic with people. 

The CuarrMan. If the Senator will yield, I would suggest this: We 
went through this matter of contract obligations for so long in the 
Appropriations Committee and found ourselves with a headache 
every year. I had people here this morning talking about cutting the 
budget here and there. As a matter of fact, the civil service retire- 
ment fund, and all the pensions, are millions of dollars behind because 
we haven’t kept it up year by year. 

As I understand what you are going to do, you are going to have all 
of this money spent for future delivery, rather than to make contracts, 
for which a future Congress will have to appropriate; is that correct? 

oe Smauu. We are asking for money that we can go out and 
obligate 

The CHarrmMan. The Atomic Energy Commission did the same 
thing, making contracts 2 or 3 years ahead. We were going to cut the 
budget, they had the obligation to pay when the material arrived. I 
just want the record to show that. 

Senator CaprHart. Then in reality we have two budgets, a cash 
budget of $38 billion, and an authorization budget of $60 billion or 
more, but the impact on production, in America, will only be $38 
billion, not the $60 billion. 

Mr. Small. It will not be the $60 billion. 

Senator Benton. Part of that $22 billion is salaries. 

The CuarrMan. Let’s get this straight: You say it won’t be in the 
1952 budget, but will not certain corporations, or whatever you wish 
to call them, who have contracts with the Government, have the 
allocation of steel and those things to take out of the general pot? 

Mr. Smauu. Yes; he is talking about the $60 billion, which includes 
everything, including salaries, services, and so on. 

The CuarrMan. But the Senator is talking about $38 billion. 
You say that that was things you were going to acquire. How much 
is salaries over that $38 billion, in the military establishments? 

We haven’t got that. 

Mr. Smauu. Out of the 

The CHarrMAN. $62 billion. 

Mr. Smauu. The procurement portion of the 1952 budget is $49.4 
billion, including $6.1 billion for MDAP. The balance is for pay allow- 
ances, et cetera, which are explained in the request jor appropriations. 

Senator Capenart. That is physical things. 

Senator Benton. Out of the 60. 

Mr. SmMauu. Out of the 60. 

Senator Benton. The spread is $11 billion instead of $22 billion. 

The Cuarrman. Go ahead, Mr. Small, and explain it for the 
record, because it is very important. 
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Senator Capgnart. The budget we have before us is $60 billion. 

Mr. Sma.u. That is correct for the Department of Defense. 

Senator Capenart. And $8.25 billion for foreign nations, both 
military and ECA, that is $68.25 billion. 

Mr. Smauu. That is right: 

Senator CapeHart. You said a moment ago you are going to 
spend $38 billion for soft and hard goods. Now, where is the $48 
billion; does that include salaries? 

Mr. Smauu. In the 1951 appropriation the $48 billion includes 
everything for the Department of Defense. If you include MDAP 
it is $52.8 billion. In the 1952 request for appropriations of $60 
billion for the Department of Defense only $43.3 is for procurement 
of physical things, only a portion of which will be delivered during 
fiscal 1952. The balance—or $17 billion—includes such items as pay 
and allowances, transportation, telephone, and telegraph, et cetera, 
which are broken down in detail in the request for appropriations. 
Out of the MDAP request for appropriation $6.1 billion is for pro- 
curement of physical things. 

The CuarrMAn. Could you suggest an amount here so we can 
have a record to carry to the cent that 96 Senators can read and 
understand, if you do not mind? $38 billion goes for hard and soft 
goods, as the Senator suggests, and some $11 billion goes for future 
deliveries. How much is salaries, where does the rest of the money 
go? That is what the committee wants to know. 

I understand, I have heard so much testimony as to where it goes, 
but I think for the record, for the other Senators to see, if we could 
have detail where the $69 billion will go, if you will give us that in 
detail, it would be helpful. 

Senator CapeHart. What I am trying to find out is exactly how 
many dollars’ worth of materials, physical things, will be used, 
actually used and delivered—not contracted for—in the fiscal year of 
1952, because that is what will have the impact upon our national 
economy. ' 

Mr. SMA... I will see if I can give it to you, and very simply. 

In fiscal 1952, we expect deliveries of hard goods amounting to $31 
billion. That $31 billion consists of $24 billion plus for the Depart- 
ment of Defense, and about $7 billion, a little less than $7 billion for 
MDAP. Soft goods, $5 billion, construction $2.1 billion, and there- 
fore you have not got in there salaries, to pay the troops, and all the 
other housekeeping items like travel, light, telephone, and telegraph, 
and so forth. 

Senator CaPEHART. Salaries of course are not physical things, that 
is labor. Then the figure of $38 billion is the amount of physical 
things that will be taken out of the domestic economy and transferred 
into the military during the next fiscal year. 

Secretary MarsHALL. Senator, it seems to me there is a little 
confusion here. 

The Cuarrman. That is what I want to clear up. There is $38 
billion going to be delivered, is that correct? 

Senator Benton. And contracts for $49.4 billion. 

The Cuarrman. That is what I want to get clear. 

Secretary MarsHA.u. The statement is the total deliveries in the 
fiscal year 1952 we expect to be over $38 billion, that is deliveries. 

The CuarrmMan. What is in the pipeline? 

83762—51—pt. 151 
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Secretary Marsuau. There are more things in the mill affecting 
our economy than that. We will say the things that are going to be 
delivered in the next month, the first month of 1953 fiscal year, which 
is the summer of 1952 ; 

Senator CapeHart. But you had that same situation at the begin- 
ning of this year, and while they do not particularly balance each other, 
because you are going to get more at the end of this year—— 

Secretary MarsuHauut. Where I think there is a little confusion, cer- 
tainly in my mind, is, you are talking about, the cash necessary, and 
then talking about the effect on our economy. 

The effect on our economy is not purely the dollar, but it is also 
in the orders and demands that are in addition to this $38 billion 
worth of deliveries, which are in the mill. It has the same effect on 
our economy. 

Senator Caprenart. It has effect on the price, but not necessarily 
an effect on the production. It has effect on the price to know that 
there is much to be had in the future, but it does not upon the 
production. 

I was trying to find out what we were going to take out of the 
domestic economy in the next fiscal year, because that and that 
alone is the only dita that affects or has an impact upon our domestic 
economy, our civilian goods, other than the fact that if there is 
billions and billions contracted for for the next year, it has an effect, 
of course, upon the price, and might well have an effect upon shortages. 

Mr. Sma.u. Senator the nndaivered portion of the contracts does 
affect materials as well as price. The figure I have given you, 
Senator—and maybe I can clear up a little of this misunderstanding. 
The figure that I have given you for $38 billion plus includes the 
price we pay for those things that are delivered to us. 

Senator Caprnart. I understand that. 

Mr. Smauu. The things that we have in the mill, in the making, 
are drawing on our steel, copper, and aluminum, but part of those 
things, even greater in amount, if you like, to what is delivered during 
fiscal year 1952, will be delivered at a later date, but the impact of 
those things that are going to be delivered in 1953 in terms of steel, 
small motors, and what have you, will be felt in fiscal 1952, will be 
taken out of the civilian economy in fiscal 1952 in substantial degree. 

Senator CapeHarRt. You certainly have to take it into considera- 
tion, there is no question about that, but I am trying to get the exact 
amount you are going to draw out of the economy in fiscal 1952. 

Mr. Sma. I can give it to you in terms of metal, if you like, in 
terms of steel or copper or aluminum. We are going to take, in terms 
of steel during fiscal 1952 for direct munitions—I am not talking 
about defense supporting programs—lI am not talking about railroads, 
or anything else like that—only munitions—about 15 percent of the 
total steel in the country will go into munitions. That gives you a 
measure of the impact. 

Senator CareHArt. What are you going to take that is going to be 
controlled, or where you are going to issue directives, such as allocation 
of farm machinery, boxcars, locomotives, and other things where you 
are directly concerned—what percent of steel are you going to take 
for those items? 

Mr. Satu. All of the steel we get in the Department of Defense 
is by allocation. Take, for example, in the third quarter of calendar 
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1951 which will be starting on the first of July, we will be getting a 
scant 10 percent of the Nation’s steel, which will be allocated to us 
and we in turn will allocate it to our contractors, about 10 percent, 
but that will peak up 

Senator Carpenart. To 15? 

Mr. Smauu. Unless something happens, yes, it will peak up to about 
15 percent. 

Senator CarpeHart. What percentage of the aluminum are you 
going to take? 

Mr. Smatu. Naturally we will take more aluminum than we will 
of steel. 

Senator Caprnart. A larger percentage? 

Mr. Smauu. A larger percentage. 

On aluminum—our present estimate on aluminum for the third 
enero of calendar 1951 will be about 30 percent of the Nation’s 
su ‘ 

nator Capenart. Of aluminum? 

Mr. Smaxt. Of aluminum. 

Senator Capenart. And what will it be on copper? 

Mr. Sma. In the third quarter, about 18 percent. 

Senator Carenart. Now, what percentage will you take during 
the entire fiscal year of 1952 of steel, copper, and aluminum? 

Mr. SMALL. On steel, we will average, since we peak at 15 percent, 
we will average out at around 13% percent. 

Senator Capenart. For the fiscal year 1952? 

Mr. Smauu. I am talking about the calendar year. For the fiscal 
year we Will average out about the same. 

Senator Capenart. And what percentage of the aluminum will you 
take for the fiscal year 1952? 

Mr. Sma. For the fiscal year 1952 we will probably average out 
at about 34 percent. 

Senator CapgeHart. And how much of the copper? 

Mr. SMa. On copper, I would say we would average out at not 
more than 22 percent. 

Senator Capeuart. That gives the committee some idea of the 
impact upon the civilian economy. 

fr. Smauu. That is right. 

Senator Capenart. There is 13, 16, and what? 

Mr. Sma. Thirteen percent on steel, twenty-two on copper, and 
about thirty-four, I would say, on aluminum. I am interpolating. 

The CuarrMaNn. Does that include the Army, Navyy——— 

Mr, Smautu. Army, Navy, Air Force, Marine Corps. 

The CuarrMan. Does it include the Coast Guard? Maritime? 

Mr. Smauu. Not Maritime. Coast Guard will be included. 

The CHarrMan. That is where the big steel is gomg, Does it 
include Atomic Energy? 

Mr. SMALL. It does not include the requirements of the Atomic 
Energy Commission. 

The Cuarrman. I know what is happening now in the Atomic 
Ene lant down home, they are demanding steel and are getti 
it an aoa Do not misunderstand me, but I was hopeful, rt 
appreciate, Mr. Small, and Mr. Secretary, that you can only speak 
for the Defense Department, but we have to add these other defense 
agencies, the Coast Guard and maritime—they certainly are defense 
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encies, we are appropriating for them purely for defense. The 

avy says the maritime service is essential, they are doing a wonder- 
ful job, and they need steel. 

Is there any way we can get the total national defense amount of 
steel, copper, and aluminum? 

Mr. Sma. Well, you can get the requirement and the probable 
allocations for each of the agencies from Mr. Gibson, DPA. 

The CHarrMAN. He said 40 percent of steel, a peak of 40 percent. 

Senator Rospertson. For the third quarter of 1952? 

Mr. Sma... He is talking about the military, plus these other 
agencies, plus so-called defense supporting programs like the steel 
expansion, pipelines, farm machinery, and so forth. 

The CuarrMan. And he added railroad cars, and electrical require- 
ment. 

Senator CarpeHart. Then you have to deduct, of course, what those 
industries normally buy in order to get the additional impact that 
you are going to have, because railroads normally buy cars, utilities 
normally buv steel, so you have got to get what they have been buying, 
and eka it in order to get the total impact upon the national 
economy, you see. 

Mr. Smauu. That is correct, sir. 

Senator Rospertson. Mr. Chairman, I understand that we had 
this letter from Mr. Gibson where he had 40 percent in the third 
quarter of.1952 at the bottom of the letter, and a correction»was made 
yesterday that it is the third quarter of 1951. Now, was that cor- 
rection put in our record, or where was the correction made? Who 
is the gentleman that made the correction? ; 

A MEMBER OF THE Press. Mr. Gibson’s office made that correction, 
Senator. 

Senator Rosertrson. Who did they make it to? 

A MemMBER OF THE Press. They made it to the press. 

Senator Ropertson. Well, they ought to let us in on it. 

The CuarrMan. Mr. Secretary, I want to call this to your attention: 
I have known you a long time. The difficulty this committee has is 
to get the facts. Yesterday we had the hearing here and it said 1952. 
Then Mr. Gibson has a press conference veegaay afternoon and says 
it is the third quarter of 1951. We are just at a loss half the time. 
That is why we wanted you down here to find out. 

Senator Rozsertson. I conferred yesterday with representatives of 
the General Contractors Association, and they were interested 
primarily in highway construction. They told me over a hundred 
million dollars’ worth of highway contracts had been let, not one of 
which could start because they all took steel, and they could not get 
any allocation for steel at all. It was supposed to be divided up, but 
a certain percentage was allocated for roads, and a certain amount 
for something else, but there is no action. The construction is sup- 
posed to end this year, this is the best building time we will ever have, 
yet they are standing idle, the men and equipment are idle, because 
nobody seems to know how much steel the defense agency is going to 
take, or else somebody is not organized to allocate to these nondefense 
activities what is left of the steel. 

Mr. Sma. Senator, I do not believe there is any doubt in the 
minds of Mr. Gibson, or his people, as to what the Department of 
Defense wants. We tell them explicitly what we want, and the 
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numbers of tons. I think what he is saying is, if I understand you 
correctly, that he does not yet know the measure of some of these 
defense su porting things, like the new steel mills, the new roads, if 
you like, all the rest of those things. 

He is the focal point where all of those figures flow. We do not 
have them. There is no possible way we could except know from him. 

Secretary MarsHautu. We have become involved in the discussion 
before the official of the Defense Mobilization in which I sit in, and 
Mr. Small sits with me. When Mr. Wilson has a meeting, we decide 
on these basic allocations, the number of freight cars, this, that and 
the other, and of course Mr. Gibson is the central source of informa- 
tion there on the over-all coverage. So it would seem to me that is 
where you would get your general statement of the whole problem. 
We get down here to the things we are directly concerned with. 

Senator Ropertson. 110,000,600 tons of steel next year, is that 
about the way you estimate production? 

Mr. Sma. No, I think we are getting two things confused there. 
You are getting product tons confused with ingot tons. Our produc- 
tion is running around, as I recall, 75 or 76 million product tons, which, 
in ingot tons, is about 100,000,000. By next year it will be up about 
10 percent, 110,000,000, and in product tons would bring it to about 82. 

Senator Capenart. Mr. Chairman. 

The CuarrMANn. Go ahead. 

Senator CapeHart. I made a fuss the other day on the floor of the 
Senate in respect to the report of the Appropriations Committee on 
page 7 with respect to the increases in the cost of certain types of 
radio sets. 

Now, I did it for two or three reasons. One was that I felt that it 
possibly was unfair to the national defense to have those figures out- 
standing, or it was unfair to industry, or unfair, maybe, to both, and 
suggested that someone who knew the facts be called before this com- 
mittee for an explanation. 

For example, on page 7 of this report it talks about a special type 
radio set that has gone from $4,597 to $20,185. Now, do you have 
the information on that? 

Secretary MarsuHauu. I think that can be given, sir. In the first 
place, looking into it myself, as a general proposition it appeared the 
estimates on these costs were on the engineering basis because the 
article had never been completed and manufactured and a cost set up. 
Then when they finally get around to the actual individual item basis, 
this price comes out. 

Senator Capenart. In other words, the report said it was due to 
increase in cost of materials and labor. Now, that just could not 
possibly be. 

Secretary MarsHALL. I think it goes beyond that. 

Senator Capenart. Would you say, for all practical purposes, the 
set that was originally talked about at $4,597 was completely dis- 
carded, and a new set engineered and designed? 

Secretary MarsHa.u. I| think that General Lawton of the Deputy 
Chief Signal Office can give you the answer. 

General Lawton. I am General Lawton of the Signal Corps. 

Senator Capenart. I want to say to General Lawton that such 
figures as this are very confusing, and I think very unfair no doubt 
both to the national defense, and the Signal Corps, as well as the 
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manufacturers, because when you say that something has gone up 
from $4,500 to $20,000 due to labor and materials, it just cannot be. 

General Lawron. You are correct, the statement is not only very 
confusing, it is incorrect. First, I will read what the Appropriations 
Committee of the Senate wrote on May 22, 1951, in their report on 
this subject to accompany H. R. 3842: 

It should be noted that the increase for Signal Service covers a period in most 
cases back to the original budget prepared in’September of 1949. A number of 
these items, however, were newly developed and had never been produced in 
quantity, so the original price estimates were necessarily based on preliminary 
engineering estimates, and subsequent price quotations reflect, in some instances, 
revised cost estimates based on definitive contracts. It is also noted that in a 
number of cases the increase cost partially results from tooling and engineering 


costs for new sources of production. 

Now, remember we used an estimated price of September 1949 in 
the budget for 1951. A number of these items, however, were newly 
developed, had never been produced in quantity, so that the original 
price estimates were necessarily based on preliminary engineering 
estimates, and subsequent price quotations reflected in some instances 
revised costs based on definitive contracts. 

Now, up at the top of this column, that is a misnomer when it says, 
in that first column, “Amount requested to cover price increases.”’ 
That is wrong. Nobody has ever made any of the sets that are here 
listed, except one, and that is a pole digger, an earth auger which digs 
holes for telephone poles, which is mounted on a standard ordnance 
truck—it is item 18, and there you will see an increase of 28 percent. 

Now, that is factual, because in 1950, before Korea, we bought this 
item. Then after Korea, we have a definitive contract on that item, 
and it is a 28 percent increase. 

Now, the price of other items in there, that have never been pro- 
duced before, is only an engineer’s estimate at the laboratory who is 
not thoroughly conversant with production of this new miniaturized 
equipment. 

Senator Cargenart. That is the point, you see. It said, “Amount 
requested to cover price increases.” 

General Lawron. That should be struck out, sir. 

Senator CarpeHart. The impression was left in this report that these 
sets had gone up in price due to material and labor, and as I said in my 
opening statement, it is very unfair both to the National Defense 
Establishment as well as the manufacturers if those are not the facts. 

Now, your explanation is that these were sets that were engineered 
and never produced before. 

General Lawron. That is correct, and had they been produced 
around September of 1949 with those prices at a slow rate by a small 
company with a low overhead, they would not be too far out of line. 

Senator Capenart. If they had not been changed, if specifications 
had not been changed. 

General Lawton. Sometimes we have to do that when we get into 
production, even with the best engineering companies, because you 
cannot go into production with s labonatecy model without one or 
more changes by the production engineer. 

Senator Capenart. Who produces these particular sets? 

General Lawton. Well, 1 have one here produced by RCA, the 
well-known walkie-talkie. You will find that we had in our 1951 
budget about 295 items of which only about 10 items have ever been 
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made before, and the reason for that is this: During the intervening 

eriod of 5 years since World War II, the Congress has given the 
Fonal Corps $25,000,000 a year to improve our equipment. We have 
used the best electronic engineers in our own Signal Corps Engineering 
Laboratory plus those in institutions and commercial laboratories. 
We have used MIT, GE, Bell Laboratories, and many other labora- 
tories. We have taken the walkie-talkie you are familiar with, and 
reduced it from 46 pounds to 23 pounds. 

Instead of having 40 channels, we have got 167 radio channels, and 
one dry battery in this set will last, instead of about about 20 hours, 
about 30 hours of continuous operation. It is a miniaturization type, 
so as you look at it you will notice that it requires almost the watch- 
maker’s method of assembly. 

That set has never been made before, but after a year or so of produc- 
tion it will roll off the production line and many people will wonder 
why we did not do this before. True, it looks a little intricate, a little 
close work, but if the Swiss can make watches as they have done over 
a period of hundreds of years and make a living at it, we can learn 
to make these things small. 

Senator Capenart. Who is manufacturing this item that went 
from $4,597 up to $20,000? 

General Lawton. Will you give me the item on the left, so I can 
identify it better? 

Senator CAPEHART. From $4,597 to $20,185. 

Mr. Smauu. That is the radio set I was talking about this morning. 

General Lawton. That is what we call a radio relay set, and that 
is being designed by Western Electric which is a large research and 
development organization. When they get this packaged right for 
military use, a large quantity of production will be made by Philco, 
so that the price has not yet been determined by a definitive contract. 

One other reason for this price differential was a misunderstanding 
within the Signal Corps. At a relay station the signal going in one 
direction, east to west, is picked up, amplified, and sent on. The 
laboratories estimated the cost as $4,597, and this price, per relay 
station, was entered in the budget. However, voice conversations have 
to travel in both directions, so another similar equipment is required 
at the same point to relay the signal west to east. It, therefore, requires 
two of these equipments at each relay station, which should have 
been entered in the budget at $9,194. 

Senator Capenart. Have you already let the contract for those? 

General Lawron. A letter order has been let for them, yes, sir. 

Senator Capenart. Were they put out on open bids? 

General Lawton. No, negotiated bids. 

Senator CaPpeHART. Why negotiated bids? 

General Lawton. In general, in January when we wanted to get 
all of our items started in production, we gave the first production to 
the company who had done the research and development on it, where 
they had the engineers who could start production, and then in cases like 
this relay set. mentioned above, manufacturers who did not have the 
production facilities, we said to the prime contractor, ‘‘You must sub- 
contract,” and we named the subcontractor with their concurrence—— 

Senator CapEHART. Have you put any of these radio sets involved 
here out on open bidding? 

General Lawton. No, sir. 
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Senator Capenart. They have all been negotiated? 

General Lawton. Negotiated bid. They are all new items. 

Senator Caprnart. Do you think you might get a better price if 
they were put out on open bidding? 

General Lawton. No, sir, the renegotiated clause is in the contract, 
and by the time the Army auditors examine their accounts the final 
price will be reasonable. 

Senator CapeHART. How do you know you could not if you have 
never tried? How many companies haye you given opportunities to bid 
on each of these items? 

General Lawron. In negotiation, we will at least bring in five to six 
companies, give them the blueprint showing the preproduction mode] 
and ask for tentative bids on it. 

Senator CapeHART. Why would you not let all of them bid on it? 

General Lawron. The days are not long enough. There are some 
200 or 300 people who might like to examine each item, some of whom 
do not have the production capacity to turn them out to meet our 
requirements in time. 

nator CaprHart. I know of a small item at the moment that the 
Navy is buying on which 405 people are bidding, a very small item. 

, General fear In the smaller items—in the nut and bolt 

class 

Senator CaprHart. This is not nuts and bolts. 

General Lawron. We do have competitive bidding, but when we 
have a research and development item 

Senator CaApEHART. When the research and development is finished, 
why not permit all the manufacturers in the United States to bid on 
these contracts? 

General Lawton. That we are perfectly willing to do but we can 

ive the contract, if we are to have this equipment before it is too 
fate, only to competent producers who are familiar with this kind of 
equipment. ; 

Take this walkie-talkie set, it will be made by three other companies. 

penne CapeHart. Did you give 150 of them a chance to bid on 
them? 

General Lawton. No, sir, because they are not in a position to 
build this miniaturization. They can put broadcast receivers together, 
they can make television sets, but they cannot produce as fast as the 
company who originally designed it. 

Senator CapeHART. Once it is engineered, any manufacturer could 
make it, anybody in the radio or electronics business? 

General Lawton. Eventually, yes. We selected the better con- 
cerns, we took Emerson Electric—— 

Senator CapeHart. Yes, I am well-aware of that, that is my 
complaint, that you are taking the big fellows, and you are not taking 
the little fellows in the industry, and you ought to be giving them 
an opportunity, because one is just as qualified to build it, one little 
fellow, as a big one. That is the complaint. 

Mr. Smauu. Senator, General Reeder wishes to make a comment. 

General Reeper. May I answer this question as to the negotiation, 
and the reason for the companies used? 

In the late fall of last year, in December, it became apparent that 
the electronics industry, a large part of which was then dependent 
upon television, which had not hitherto been interested in Government 
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business at all, was going to be faced with critical shortages of mate- 
rials, because the material was controlled. 

We were also engaged in two other or gaining two other objectives. 
One was to increase the base of our productive efforts, and the second 
was to get fairly rapid deliveries. 

In the interest of doing that, it was decided to go to negotiation in 
order to close the business quickly, and to spread the base as far as 
possible. 

The procurement program of the Signal Corps, which I looked over, 
and was also looked over by a number of industrialists to see if it made 
sense, did spread the business over the industry. It did not concen- 
trate on large companies or small. The effort was to keep the elec- 
tronics industry going as far as that money could be used to do it. 

Senator Capenart. Is there any reason against giving this com- 
mittee the names of the manufacturers that have been awarded these 
contracts, and the total amount of each award, or the total amount 
of business that each has? 

General Lawton. Oh, no, sir, because it is published every time 
an award is made in the Department of Commerce publication. 

Senator Caprenart. I know it is published piecemeal, but would it 
be possible to give the names of the manufacturers and the total 
volume you have awarded to them by negotiation? You say you 
have had no open bidding. 

General Lawron. No, sir; there is no objection. That has been 
published so far. 

Senator Capenart. Mr. Chairman, I suggest we have that infor- 
mation. 

The CuarrmMan. Will you furnish that for the record? 

General Lawton. It has already been published. 


Secretary MarsHatu. You want the whole thing prepared and 
condensed? 

Senator Caprnart. Yes. Let us say you have given orders to 25 
manufacturers, we want the totals given to each in dollars and cents. 

General Reever. I would suggest that that be for the information 


of the committee, and not be published for the record. 

The Cuarrman. Would you address a letter to me as chairman, 
that letter to be kept in confidence and only given to the committee 
members? 

Senator CappHaArt. You think it is classified? 

Senator Bricker. What is the cost of the walkie-talkie? 

General Lawton. About $425, sir. 

Senator Bricker. What was the cost of the old one, the 40-pound 
one? 

General Lawton. I do not know what the World War II price 
was. 

Senator Caprenart. If this information has been published piece- 
meal, why, if you take the sum total of it, does it become classified? 

General Reeper. You save an unfriendly agent a lot of trouble 
by combining it in one document for him. 

Senator CAPEHART. I have found our enemies are ingenious fellows. 

General Rereper. We require them to have a higher employment 
rate in order to do it. 

Senator Bricker. One question, Mr. Secretary. 
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You mentioned, in advocating the authority of the Government to 
build plants, comparable authority in the smaller war plants formed 
during the second war, that there was a need for that. You men- 
tioned as two of the items that might be needed, that that authority 
might be needed for the building of pipelines, as I remember it, 
and the storage facilities for gasoline and oil, and also the making of 
high octane gasoline. Is there any present need for that? 

Secretary MarsHauu. That has not, as I-understand it, developed 
yet. It is anticipated that it is on the-way. 

Senator Bricker. Can you imagine there would be a need for the 
production of high octane gasoline that would not be a continuing 
commercial need, especially with the improved automobile engines, 
and so forth? 

Secretary MarsHAa.u. I think that relates to some of the special 
fuels, technically for the air. In surveying the field before I came up 
here to the committee in trying to find out what they visualized is 

oing to develop, I found out, first, that at the present moment we 
ive not the cases that we wish to be prepared to act in regard to. 
The likely ones I have already mentioned, but, of course, you cannot 
tell when the next special case occurs. The issue then is whether 
we should wait until that comes and then have to come to Congress 
for further action, or whether we have the authority on a stand-by 
basis. That is what they are asking for here. 

Senator Bricker. If you have it on a stand-by basis, you would 
only be limited by the appropriations by the Congress. 

Secretary MarsHaAutu. That would be the actual limitation. 

Senator Bricker. Can you think of anything that is imminent 
that the Government would need that authority for immediately? 

Secretary MarsHauu. I do not think any of the things I have 
mentioned are immediate. 

Senator Bricker. I am wondering if there is anything immediate 
today where there would be a rush need? 

Secretary MarsHa.t. I do not think there is at the present moment, 
sir. 

Senator Bricker. As I understood it a while ago you do not have 
for the year 1952 the allocation of steel as among foreign aid, and the 
production program, and the domestic allocation, and the maritime 
uses, and so forth? 

Secretary MarsHA.u. I think the data we have here is purely the 
Defense Department’s obligations, and the other demands for steel 
would have come from Mr. Gibson. 

Senator Bricker. I would like to see where the total production of 
steel is actually going at this time, if we have 78,000,000 tons of 
finished product, just how it is allocated as to domestic needs, and 
as to the Maritime, Atomic Energy, and so forth. 

Secretary MarsHatu. That can be given to you clearly by Mr. 
Gibson, I imagine. I mentioned a while ago 

The CHarrMan. Without objection, the clerk will ask Mr. Gibson 
to give us the total amount of steel, copper, and aluminum being 
allocated not only to the Defense Department, but to those related 
with it, such as Atomic Energy, Maritime, and the others. 

Senator Bricker. I have never yet been able to add up the amounts 
given us for the various needs and get the total tonnage, so I am 
wondering where that steel is, and where it is going, and what we 








all 


mnt oo 


To m @ rH a 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 805 


might anticipate as the amount to be allocated for domestic needs, 
and a near that would come to say the 1948 and 1949 utilization 
of steel. 

Secretary MarsHauu. The central focus of figures is with ODM, 
and the allocation is with them. 

Senator Bricker. And you will need about 15 percent of the over- 
all for the fiscal year? 

Secretary MARSHALL. That is correct, sir. 

Senator CapeHartr. May I ask one question of the Secretary at 
this point? 

Mr. Secretary, how much of a hardship, if any, would it work 
upon contracting if the Congress wrote into the law that before you 
could accept either a negotiated contract, or a contract on an open 
bid, that the bidder be forced to tell you, approximately, or specifi- 
cally, what percentage of that order he would subcontract with others, 
and give you the right to turn down the order if he was not willing to 
subcontract with small contractors throughout the country? 

Secretary MarsHauu. I would not be able to answer that. Mr. 
Small probably can. 

Mr. Smatu. I do not think, Senator, we need any provision in the 
law for that, because we are already doing it as a matter of policy. 
We are saying to the contractors, ‘‘How much do you propose to 
subcontract out of this?” Now, all things being equal, everything 
else being equal, we would prefer to deal with the fellow who is going 
to subcontract the most. I do not think we need any law. 

Senator CAPEHART. Since you are already doing it, and it has no 
effect in law, what would be wrong in passing a law requiring that 
you do it so that every contractor in the United States would know 
that when he did tell you that he was going to subcontract a certain 
percent of it, he actually would have to do it under the law. As it is 
now, you say to him, “How much of this will you subcontract?” 
and he may say, “‘I will subcontract this, that, or the other,’’ and you 
issue the contract to him, and he changes his mind the day after you 
let the contract. 

Since you are doing it anyway, what would be wrong with making 
it a part of the law? 1 have an open mind on it, but I am just wonder- 
ing why we ought not to do that. 

Another thing: Would it not be helpful to you, who are issuing 
contracts, to be able to say, ‘“‘Under the law, you are required to sub- 
contract a certain portion of this order,” thereby get a better distribu- 
tion of war contracts, and get more of them into the hands of the 
small manufacturers. The biggest weakness of the small manu- 
facturer, you know, is his inabiliey first to get the order. His second 
weakness, or maybe the first, is his inability to do the engineering. 
So the big fellow gets the contract. He has the engineering facilities, 
and the experience to engineer it, but under the law he is required to 
subcontract X amount of it, and he tells you in advance before you 
give him the contract how much he will subcontract. 

Now, would that work too much of a hardship upon you? 

Mr. Smauu. I am afraid it would. 

Senator Capenart. I would like to get an opinion from the two 
generals from the Signal Corps as to whether or not they feel that is a 
good thing or a bad thing. 
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Senator Benton. Would the Senator yield for a comment at this 
point? 

Senator Capenart. Yes. 

Senator Benton. If I may make a comment out of my own 
experience, it seems to me if you compel a contractor by law to sub- 
contract, you take out of his hands part of the negotiating power you 
want to leave in his hands to use as an incentive for lower prices, 
and greater efficiency, and what you want, above all, it seems to me, 
is lower cost, greater efficiency, and greater productivity. 

Senator Capgenart. I think that is the way to get it, because the 
contractor would know in advance that he had to do this, and if he 
bids on it in open bidding and it is awarded to him, it is a stipulated 
amount and he has to build it for that. If it is negotiated, he agrees 
to built it at a certain price. 

Senator Benton. Let us assume that the man who has the con- 
tract discovers the day after he gets the contract that he can himself 
produce the particular gadget, or part of the product which he had 
expected to subcontract more. efficiently doing it himself than he can 
doing it by subcontract. 

Senator CaprHart. Let him ascertain that before he bids, and I 
think you might well have a provision that if he could come back to 
the procurement officers and say, “‘I cannot find anybody to subcon- 
tract this,” they could relieve him of a specific regulation. How 
much of a hardship would it work on you? 

General Rexper. I believe it would prove unpractical for this 
reason 

Senator Benron. It is the most unbusinesslike suggestion I have 
ever heard from the Senator from Indiana. 

Senator CaprEnarrt. It is not unbusinesslike, it is businesslike, and 
I am vitally interested in the thousands of smali manufacturers who 
are getting no business, and going out of business. Now, if it is 
unbusinesslike to keep thousands of little companies in business in 
America, then I am perfectly willing to be unbusinesslike. 

Senator Moopy. Mr. Chairman. 

The CHArRMAN. Have you a question? 

Senator Benton. The Senator from Indiana 

The CuarrMan. Let us get the question answered. No one knows 
better than the chairman that small business is not getting anything 
from the Army. 

What little businesses have subcontracts? 

Mr. Smatu. The great bulk of the prime contracts that we issue, 
a great deal of the material that goes into the making of the tank or 
the airplane, or whatever it is, is subcontracted out. 

The CHarrMAN. With small firms? 

Mr. SMALL. Yes, sir, a great deal of it to small firms. 

Senator CaPpEHart. He is correct, a lot of it does, but in my opinion 
not enough. 

Mr. Smauu. The Senator is saying that it is not enough, and that 
more should be compelled by law. 

General Reeper. I believe the suggestion to be impractical, Senator, 
for this reason: We contract for a vast variety of material, some of 
which is a single unit, and could not be subcontracted. 

Senator Capenart. Of course under those circumstances, the law 
would not require that you subcontract. 
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General Rexeper. The effort to place a percentage would lead, I 
believe, to a court of equity, which is set up to relieve the generality 
of the law in its universality. I think that if you take one type of 
contract where you tell American Woolen Co. to make cloth, there is 
not any way in which they can subcontract the making of cloth. 

We may, in the case of a tank, find it necessary to use as Government- 
furnished material the hull, a single casting, that could not possibly 
be subcontracted, and who does it has to have a special set-up. 

Senator CarrHart. It would only be those things in which he could 
subcontract, it would only be those things. Of course if you gave 
him an order for a piece of woolen goods, he could not subcontract it. 
He would have to do some of the work himself, the prime contractor. 

General Reeper. I fear, sir, by the time you had written a law 
which embraced all the essential exceptions that you would have a 
law too full of holes to be worth while, and I believe that an injunction 
placed upon us to make the maximum use of subcontracting possible 
consistent with good judgment would have equally great effort. 

Senator CapeHart. This is what you tell us you are doing now? 

General Reever. That is right. 

Senator Caprenart. Personally I would like to see you do much 
more of it. I would like to see you be more strict with these large 
contractors in requiring that they must subcontract more of the work. 
Many of them are not doing it. They are taking these contracts, and 
they are doing a lot of the work that ought to be subcontracted, and 
we ought to be interested in seeing that they do, and when I say “‘we,”’ 
I mean the Congress and yourself. As you take more of the civilian 
material out of the economy, you are going to close down more small 


plants. Now, if those small plants do not get war work, and 90 per- 

cent of them cannot handle direct contracts, as I say they do not have 

the engineering facilities. If they do not get some Government work, 

they are goin to be out of business—if not out of business, they are 
e do 


going to wn to doing 50 percent of what they are now doing, 
and that would break them should it go on for 4 or 5 years. Itisa 
serious problem, and I am thinking out loud on the matter, and this 
is the first opportunity to have had anyone before the committee we 
felt qualified to discuss the matter. That is why I have not brought 
it up before, because I see the problems in connection with it, and I 
see some of the impracticabilities of it, but I still think we ought to 
do more about subcontracting, and I think we can. 

Secretary MARSHALL. Senator, may I read into the record here a 
portion of the instructions that were issued by the Secretary of 
Defense on December 18, 1950? Among other things, it says the 
Military Departments should pay particular attention to— 

a. The greatest possible integration of current procurement contracts with 
the industrial mobilization program and the accepted schedules of production. 

b. The equitable distribution of procurement contracts among the maximum 
number of competent suppliers. he concentration of contracts with a few 
leader suppliers is to be avoided unless the necessity therefor is clear. 

c. The utilization of existing open industrial capacity to the maximum. Expan- 
sion of facilities should not be authorized when open capacity can be found. 
Whenever time permits, and in order to broaden the mobilization base, additional 
contractors should be utilized in lieu of multishift or overtime operation. 

d. The fullest possible use of small business concerns. 


e. The utilization in negotiation of competition and multiple awards, whenever 
possible. 
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f. The aggressive encouragement or requirement of subcontracting by prime 
contractors. 

g. The provision of maximum incentive to the producer for the reduction of 
his costs. 

Senator Capenarr. No one can quarrel with those orders, and they 
are excellent.. It is just a question of whether or not in practice we 
can’t go further than we have. 

Secretary MarsHatu. I would say the great proklem is the type of 
article, whether it is new or not. Lite 

For example, I recall in our atomic enterprise, back in 1942, 1943, 
and 1944, that in one plant they had 10,000 subcontractors, which 

‘incidentally was the greatest demonstration of our industrial complex. 
But some other items may not permit any breakdown into sub- 
contracts, and others are of such a nature in developing that you would 
get a totally different reaction. 

How you would draw up the provision, how you would state it in 
terms of a directive in a legal way, I don’t quite see. 

Senator Caprnart. It isn’t easy, but it is a problem we ought to 
face, that we ought to give the utmost consideration. 

General Lawron. I would like to give an example of how we carry 
that out. We make a field wire, which is two pieces of insulated wire 
twisted together, and you talk over it for 18 miles. Four big com- 
panies could have turn out our present requirement. With this 
directive we spread it to 22 companies—one since has folded up. We 
now have 21 of these companies in production, giving us 45,000 miles 
per month. Now, let’s take one big company. 

Two months ago they gave us these statistics, that 40 percent of the 
dollars in this big contract goes to subcontractors, suppliers of com- 
ponents. Let’s take another. 

Senator CappHarT. You mean a large company is contracting 
40 percent? 

General Lawton. On the outside, dollarwise; yes, sir. 

Senator CapgeHart. You might check into it and see if they can’t 
subcontract 60 percent. I imagine they do, and possibly they should. 

General Lawron. I visited another large company 3 weeks ago. 
They are making a radio set for vehicles and tanks, and they have a 
thousand purchase requests, orders on a thousand different subcon- 
tractors for components. The dollar value I did not get at that 
particular time. 

Now, we have another set that uses voice radio, for 25 miles. 
Before Korea one company was making it. When Korea came, and 
he was turning out about 500 sets a month, we wanted 1,500 more, 
or 2,000 a month. He wanted to take the whole 2,000, which he 
could have done. With this directive, which is similar to your idea, 
we made three other contracts, so four companies are making that set 
without increasing the capacity of any factory, and there is no move- 
ment of personnel, so I think we can take these items down the line, 
and you will find that we have spread the base of manufacturer. 

With the money the Signal Corps got for 1951, $800 million goes 
for hard goods, plus the Navy and Air Force, there was not in all of 
it—not enough appropriated dollars to take care of all the electronic 
industry. We have had small business knocking at our door. We 
are sympathetic, and one television outfit has one of these GRC-9 
contracts, and he is going to produce it. Our records show that for 
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April 1951 we gave 61 percent of our contracts to small business and 
the dollar value was 25 percent. 

I wish we could take all 40 of the television 

Senator Carenart. I happen to know that the little fellow is short 
on engineering, and if there were some way the big fellow who gets 
the prime contract, who is capable of doing the engineering, could 
subcontract more with the little fellow, it would be a very fine thing. 

General Lawton. We believe in that, and we want to get everybody 
busy that we can. 

The CHarrMaNn. Senator Benton has a question he wants to ask. 

Senator Benron. I have been attempting for some time to try to 
make a comment that I thought might interest Senator Capehart: 

I have been running these small-business clinics up in the State of 
Connecticut—in fact, 1 invented them a year ago as a member of the 
Small Business Committee. I agree wholly with Senator Capehart 
on what he has asked you. I think you fellows can do a great deal 
more than you are doing for small business, and I think much of what 
you think you have done is still in the word stage. You could do a 
lot more by having these contractors, as Senator Capehart has sug- 
gested, do a better. job of reporting. The very fact that they report 
the percentage is helpful as a form of self-policing, and there are many 
other things “that could be done, in my judgment, to accelerate the 
percentage of orders going to small business. 

I think some of that 40 percent that the Radio Corp. is subcon- 
tracting could, with more work on your part, be subcontracted to 
other companies. If you want, I could privately document that for 
you as applied to the Radio Corp. and in detail. 

But I do not think, and this was the point I was going to try to 
suggest to Senator Capehart, that you can arrive at a satisfactory 
substitute for your basic policy that you have got to go to the lowest 
cost bidder and the most efficient produce er. When you put in any 
substitute for that, such as a certain percentage that must auto- 
matically be sube ontracted or any other yardstick it seems certain to 
me that you open the gates to every kind of political pressure, com- 
munity pressure, favoritism, and so forth, so while I sympathize 
with Senator Capehart’s goal, I take a sharp exception to his sug- 
gested method of arriving at it. 

That was the comment I wanted to make on Senator Capehart’s 
suggestion. 

Senator Capenart. As I said, this is the first opportunity we have 
had to discuss it with any witnesses that we felt were in a position to 
discuss it. 

Senator Benton. Your hunch is quite right, Senator Capehart, 
that nothing like enough has been done by the Government depart- 
ments in this area, and much of what has been done has been at 
the public relations level, names on doors, bulletins put out, papers 
to be read, and so forth. 

I have three questions for General Marshall, if | may ask them. | 
congratulate you on your statement. I have often sat behind the 
table with General Marshall when he has been testifying as your 
associates are today. I know he is one of the most eloquent and able 
witnesses that has ever appeared. 

In connection with your suggestion that the full impact won’t be 
felt until the winter of 1953, do you think that instead of terminating 
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this bill in June of 1953, when a new Congress will have just come in 
in January of 1953, would it be better to put the termination date 6 
months later, at December of 1953, to give that new Congress a ful! 
year before considering it again and make this a 2.5-year bill instead 
of a 2-year bill? 

Secretary Marsnauu. I am not familiar with the thinking that 
went into this present draft, to use that date, but what you say 
impresses me as being a very sensible proposal. . 

Senator Benton. Sometimes the thinking of Government officers 
is dictated by what they think they can get away with up here on the 
Hill rather than by what they think would be the best thing to do, and 
I wonder if perhaps at the end of it was felt that that time was such 
as the Congress would be likely to approve. 

Secretary MarsHa.. I don’t know, but I imagine that has some- 
thing to do with it, sir. 

Senator Benton. You mentioned the rent controls, General. You 
probably haven’t been able to follow the testimony before this com- 
mittee in recent days, but the representatives in many of the real- 
estate groups of course have testified here opposing control of rents. 

Have you any illustrations to give us of a critical area in which a 
camp has been suddenly opened up, or boys have been moved there 
from all over the country, and their families have then followed them, 
where Federal power is needed because the local authorities failed to 
act, and where without Federal power you can’t get the control 
needed in the interest of the boys and their families? 

Mr. Smauu. Well, to take an individual airport, such as up in the 
northern tip of Maine, where we are putting in a very large airport 
near two little towns, about 10 or 15 miles away from this airport, 
there certainly is a terrific demand by the people that we are moving 
in up there as a temporary matter. 

Senator Benton. What happened to rents in these towns? 

Mr. Smauu. Rents have gone up. The military people testified 
before this committee, and they gave you a number of instances, and 
we can give you more, if you like, specific locations where we are 
having trouble. 

Senator Benton. You and General Marshall take sharp exception 
to the theory that local control is enough. As you get more ex- 
perience in this, you are increasingly convinced you have to have 
Federal power in addition to local control. 

Mr. Smauu. We believe so; yes, sir. 

Secretary MarsHatu. I am very much of that opinion. We had 
a very sad time during the war not in connection with manufacturing 
so much as we had with the camps, when the rents went up to the 
prohibitive figures, and with most distressing types of quarters 
involved. 

Senator Benton. That unequivocal statement of yours is important. 
We don’t like controls, we take them with reluctance because they 
are needed, and of course the people on whom they are imposed quite 
naturally object, and you can’t blame them for objecting. 

I would like to ask the same kind of question applied to meat. 

Mr. Wilson and Mr. DiSalle in the last week have said that the 
efforts to control meat prices may prove to determine whether they 
are going to be able to control this inflationary upward spiral in our 
economy. 
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Is meat essential to the diet of the boys in the Army? 

Secretary MarsHa.t. I think it is essential to any American boy, 
by habit. Vegetarians may testify otherwise. 

Senator Benton. You have to buy it, no matter what the price is, 
then. 

Secretary MarsuHa.u. I had the statistics on meat before drafting 
this statement, and I thought I was getting into too many details. 
It is pretty unfortunate, what has been happening, as I suppose all 
of you who are married already know. 

enator Benton. Because meat prices get pretty high, you don’t 
think it would be satisfactory to switch the boys in the armed services 
to eggs, or even to chicken? 

Secretary MarsHALL. I am not interested in mutiny. [Laughter.] 

Senator Brenton. I think that is a very pertinent comment. 
General Marshall. 

Secretary MarsHALL. I remember the Civilian Conservation Corps, 
15,000, out in the Northwest. Apropos of the particularity which we 
have developed in any eating and drinking habits, they objected 
violently to the Coca-Cola. They were from Georgia and Alabama, 
and those States. I became so irritated with this grousing, Coca- 
Cola was Coca-Cola to me, so I finally sent a few bottles to the lab, 
Atlanta headquarters of Coca-Cola, and found the water they were 
using was different than that they used in Georgia, but I had a 
crisis on my hands, and I was receiving letters from Senators and 
Representatives with regard to northwestern Coca-Cola for the 
southeastern boys. 

When you get into meat, there you would have a much larger issue. 

Senator Brenton. I agree that meat is even more important than 
Coca-Cola, if that is the moral of your story. . 

Meat prices have gone up 52 percent. Secretary Brannan’s 
testimony indicated that the more scarce other commodities became, 
the greater the demand for meat, and I am glad to have your testimony 
with regard to that which in my judgment further shows the im- 
perative need for authority in the Federal Government to try to 
control prices, and that, I gather, is your unequivocal recommendation. 

Secretary MarsHALL. Something of that sort appears to be absolute- 
ly necessary. 

The CuarrMan. Senator Schoeppel has some questions, and Senator 
Moody. 

Senator ScHorpreL. General Marshall, this bill we have before us, 
which you have testified you think is needed, carries a change in it 
from the requisitioning of property to the condemnation of property. 
Now, if it isn’t violating any confidences, would you tell us briefly if 
you have had any difficulty under your requisitioning power that you 
couldn’t pursue and follow without the necessity of having the con- 
demnation rights in here? 

Secretary MarsHALL. In the first place, the condemnation right 
that is proposed here is addressed particularly to our being able to 
make quickly available the property, the settlement of the details to 
come later. 

Now, as to the examples that have already occurred, I will have to 
turn to Mr. Small. 

The CuatrMan. You want that only for Army camps, and air 
bases; is that not correct? 

83762—51—pt. 152 
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Secretary MarsHautu. That is correct. 

Mr. SMa. As we read the present law, it does not cover command 
facilities, and putting up these new air bases, and facilities for the 
other military departments, we want to act rapidly and fast, as soon 
as we get the money to go forward with these plans. , 

If we have to stop and wait for a long court procedure, it may be a 
year or more before we can take over and actually do what we want 
todo. This way, with condemnation, it is our feeling that the private 
property owner is as well protected as he Was before, and yet we get 
the benefit of immediate action. s 

Senator Scporpret. You: don’t contemplate going beyond the 
categories you have just enumerated? 

Mr. Smauu. Not in the Department of Defense; no, sir. 

Senator Bricker. What is there in the bill that limits your requi- 
sitioning authority? 

Mr. SmMauu. We had a long discussion, I thought, with this com- 
mittee on that particular point, and the lawyers pointed out the 
language which has been interpreted, within the other departments of 
the Government, as limiting us. 

We 

The Cuatrman. The language should be changed, in my judgment. 
It is our hope, and I think the committee decided, that we would 
contact the man who is in charge of the real estate division, as Assistant 
Attorney General. 

Senator ScHorpret. General Marshall, you made mention a while 
ago of the necessity for rent controls. Obviously in a number of the 
States we have local State laws, and broken down into smaller units, 
we have cities, and we have areas that have the machinery for rent 
controls. 

This committee has had repeatedly before us, and some of us on 
this committee have wondered if the military knew where they were 
going to put these strategic installations, some of them already built, 
some already in a position with additional facilities to be reactivated, 
the Department of the Military, or the Defense, or the related depart- 
ments, having to do with these things, have been very slow to advise 
where this impact is going to hit. 

Now, why is it that we haven’t been able to get—and I don’t mean 
to be critical about it—from the related agencies, a designation of 
those places, so that the individual areas, and those interested in 
housing, could have made proper application, or simultaneously 
with your determining the defense area, that regulation of X could 
not have been released so that the impact of this rent wouldn’t have 
been so terrific? In other words, you would have had builders in 
there building units, and I can think of three or four instant places 
where the military, or your related agencies, have been dragging 
their feet, and we have requested repeatedly months and months ago 
for designations which would have proven helpful, I am sure, in 
alleviating the situation on housing that you so badly need, and the 
skyrocketing of some of these rents which I do not like and which I 
deplore. 

Have you any enlightenment to give us on that score? 

Secretary MarsHatu. I can’t personally, but maybe Mr. Small can. 

I don’t know why the delay in informing you gentlemen. I was 
unaware of such a question. — 
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Mr. Smauu. As far as the military end of it is concerned, on those 
things that we have appropriations for, they are matters of public 
knowledge. Everyone knows where those projects are, because of 
hearings on them up here on the hill. We have projects coming 
forward for fiscal 1952, on which we have not yet had hearings on 
the hill, and until we do tell the Congress exactly where these things 
are and they approve or disapprove the projects, I don’t think we 
should give out the word. 

The other phase of our problems is in industrial plants. Take, for 
example, where they put up a new steel plant in an area where we have 
no housing now. Every small community close to there will suffer 
from the same thing. You have those instances where defense 
plants are involved, scattered across the country, and defense support- 
ing plants scattered across the country. It would be enormously 
difficult to come up to the Congress and say “‘let’s appoint Keokuk 
as a defense area’’ because of an industrial plant that is going to take 
on hundreds of new people, or because of this, that, or the other reason, 
and have each one of them specifically set forth. Since the primary 
concern of the military departments is with munitions end items, 
we are not particularly qualified to give you the over-all picture as 
to the need for housing in industrial areas. That information could 
best be given to you by the Defense Production Administration. 

I think the other way is more flexible, and gives us what we want. 
The exercise of power, I would think, would be based upon findings 
of fact. 

Senator ScuorprEe.. Mr. Small, I thoroughly agree with you, but 
you certainly know, or your related agencies know, where you are 
going to go. 

For instance, we have activated plants, and activated installations 
that have been activated months ago, and today, some of your 
related agencies tell me over the telephone that they haven’t been 
able to get the military or the related agencies to indicate that those 
are defense areas and critical so they can release these regulations X. 

Now, how can you explain that? Iam serious about that, because 
that has repeatedly been before this committee. 

Mr. Smatu. I think what I would prefer to do, if you don’t mind, 
Senator, is to give a formal statement on it, and let our real estate 
people give the facts as they know them. 

I am not a real estate man, and I hate to talk off the cuff on it. I 
am pointing out some of the problems of attacking this by rifle shot, 
when we need a flexible approach. We will give you a statement on 
the service part of the problem. I suggest that you ask DPA to give 
you comparable information on the need for housing near industrial 
plants. 

The CuarrMaNn. That is what we need. 

Senator ScHoEpPe.. I appreciate that. Obviously months have 
elapsed in some of these places where applications, or the machinery 
could have been placed in motion to have additional housing under 
way had those restrictions been released, and even for a time, because 
we wouldn’t have had this impact then about these increased rents 
that effect military personnel who go into these points and places. 

Senator CaPpEnArt. If the Senator will yield, the Government has 
the authority now to relax regulation X in these given areas, but we 
haven’t been able to—and you will find those controlling housing 
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mane been able to get what they call ‘‘clearance’’ from the military 
to do it. 

We have many instances under the so-called Wherry Act where 
houses could have been built months ago. 

Secretary MarsHatyi. The Wherry Act affects permanent quarters, 
as I understand it. 

Senator Carenart. That is right; permanent buildings. By this 
time some of the—— oe 

The Cuarrman. It has been suggested that the Army, Navy, and 
Marine Corps are going to have a special bill up here with a large 

ant of money to build houses. This committee passed a housing 

ill some time ago in the hope that private industry might keep build- 
ing. Several years ago the Armed Service Committee did have a 
special bill. As Senator Schoeppel said, it has been suggested that 
they put on rent control in areas declared critical to national defense 
by the Secretary of Defense, and that is the only basis on which it 
should be put. 

Rent control would be put upon those a and allow people to 
have an opportunity to have regulation X and housing restrictions 
removed so people can go in and build houses. 

Do you know whether they are going to send a special housing bill 
down here? 

Mr. Smaty. Not in my understanding. The housing we are con- 
ve in fiscal year 1952 would be included in the public works 


The CuatrMan. It is all the same. If you put it in either bill, it 
takes it away from private building people. That is what you did 
several years ago, and I am not criticizing, you are getting the houses 
built, but there are plenty of private people willing to go there, if we 
ean find where the critical areas are. 

I know what is going to happen: the housing bill is going to stay in 
the House. This committee isn’t going to pass any rent-control bill. 
You are going to go ahead and bring the public works bill down here 
providing for these houses to be built by the military. That is the 
way I see the picture. I may be wrong. 

Mr. Sma.u. Let me undertake, Senator, to come up with a state- 
ment pointing out exactly what the military need. 

The CHatrMaNn. Perhaps we can get the Housing Administration 
to act, so we can get the regulations relaxed. Senator Schoeppel has 
a problem in his State, in Topeka—we all have them in our different 
States. I know you are going to get a housing bill, but I would like 
to see them built by private industry, and the controls relaxed or 
removed. 

Senator Capenart. I think it is true of the committee, it is cer- 
tainly true of myself, that I would go to any reasonable extreme to 
do anything that was necessary to get housing in these critical areas 
of military establishments and defense establishments I would go to 
any extreme to get the housing for them. That has been our position 
for months and months, but we haven’t been able to get our teeth 
into it for the simple reason that we have not been able to get anyone 
to tell us what are the critical areas. 
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I think you would find this committee would go to any reasonable 
extreme to furnish houses for the boys in the Army, and in defense 
areas, and the atomic installation points, and we want to do that. 

Secretary MarsHA.t. I will see that you get the data you wish. 

(The information referred to follows:) 


Munitions Boarp, 
Washington, D. C., June 5, 1951. 
Senator Burnet MayBank, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


Dear Senator Mayspank: During my appearance before your committee on 
May 29, I was asked for certain additional information concerning the housing 
policy of the Department of Defense and concerning the areas in which critical 
housing conditions now exist or are expected to develop. All of the information 
submitted is unclassified. 

For fiscal year 1952, the Department of Defense will request appropriations 
for family housing only for those permanent installations which by reason of 
extreme isolation or excessive costs cannot be provided housing under title VIII 
of the National Housing Act. In addition, the Department will request funds 
for a few units for key personnel at some nonpermanent bases. 

To the maximum extent possible, the Department will continue to program 
housing at permanent installations under title VIII of the National Housing Act. 
However, units can be provided under this legislation only to meet permanent 
requirements at permanent installations. It cannot be used for emergency 
augmentations at permanent installations, nor for any of the requirements at 
nonpermanent bases. Title VIII is not affected by regulation X, and is not 
affected by critical area studies. 

At the present time, there is no existing legislation which can meet the need 
for additional housing units for programed increases of personnel at permanent 
bases above the permanent garrison strength or the impact of opening or reopening 
nonpermanent bases where only a very few family houses are to be provided by 
the military. Mortgage insurance under title II of the National Housing Act 
requires a finding by the Administrator that the housing is required to meet a 
long-term need and that this need meets a test of economic soundness. For this 
reason then, title II is under similar limitations to title VIII in its application to 
other than permanent needs. It must be obvious that a large proportion of 
service needs for family housing may or may not fall in the permanent category 
depending upon international developments. 

the extent that long-term needs for housing exist and can be determined, a 
relaxation of the credit controls under regulation X is helpful. However, such 
relaxation only restores the status quo prior to the issuance of regulation X and 
does not provide any means to meet other than permanent long-term needs. 

Title i is a means of insuring mortgages on housing units, but it does not 
provide the supporting community facilities, nor will a relaxation of credit controls 
provide such facilities. As an example of this fact, we are advised that a recent 
survey of the Camp Lejeune area revealed a need for over 3,800 permanent units 
over and above the existing and proposed Navy and Wherry units at that base. 
However, the existing community facilities in the vicinity can only support about 
800 more permanent housing units. In addition to the 3,800 permanent housing 
units a need exists in the area for approximately 2,700 units of a less permanent 
nature. 

The relaxation of credit controls alone will not provide the needed housing. 
The enactment of the Defense Housing Act will enable the building of additional 
new units under one or the other of its proposed measures. However, even with 
such aid, control of rent schedules in areas designated as critical by proper author- 
ity is essential in order to prevent spiralling of rents for existing housing where the 
impact of the defense effort is material. 

The attached lists show the areas which are or will become critical because of 
Department of Defense military and industrial activities. 

Sincerely yours, 
J. D. Smauu, Chairman. 
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ACTUAL OR Prospective CriticaL AREAS INVOLVING DEPARTMENT OF THE ARMY 
(Those areas known to be under rent control are designated with an asterisk] 
Installation and geographical location 


COMMAND INSTALLATIONS 





First Army: 

Fort Devens:* Ayer, Mass. 

Fort Dix:* 
Wrightstown, N. J. 
New Egypt, N. J. 
Pemberton, N. J. 
Trenton, N. J. 

Camp Edwards:* 
Falmouth, Mass. 
Buzzards Bay, Mass. 

Fort Hamilton:* New York City 

(Borough of Brooklyn). 

Camp Kilmer:* 

Stelton, Middlesex ene N. J. 
New Brunswick, 
Plainfield, N. J. 

Fort Monmouth:* 

Oceanport, N. J. 
Little se LN. J. 
Red Bank J. 

Belle Mead Gonersl Depot:* 
Belle Mead, N. J. 
Somerville, 'N. J. 
Princeton, N. J. 

Raritan Arsenal:* 
Metuchen, N. J. 

New Brunswick, N. J. 

Schenectady General Depot:* Sche- 
nectady, N. Y. 

Second Army: 

Aberdeen Proving Ground:* 
Baltimore, Md. 

Aberdeen, Md. 

Army Chemical Center:* 

Edgewood, Md. 
Baltimore, Md. 
Camp Breckinridge:* 
Morganfield, Ky. 
Henderson, Ky. 

Fort Campbell :* 
Clarksville, Tenn. 
Hopkinsville, Ky. 

Camp Detrick:* Frederick, Md. 

Fort Eustis: Lee Hall, Va. 

Indiantown Gap Military Reserva- 
tion :* 

Indiantown Gap, Pa. 
Harrisburg, Pa. 

Fort Knox:* Fort Knox, Ky. 

Fort Lee: Petersburg, Va. 

Fort George G. Meade:* 
Odenton, Md. 

Jessup, Md. 

Fort Monroe: 

Old Point Comfort, Va. 
Phoebus, Va. 

Camp Pickett: 

Camp Pickett: Blackstone, Va. 


Second Army—Continued 

Valley Forge Army Hospital :* 
Phoenixville, Pa. 

_. Paoli, Pa. 
Philadelphia, Pa. 

Blue Grass Ordnance Depot: 
Fort Estill, Ky. 
Richmond, Ky. 
Lexington, Ky. 

Erie Ordnance Depot:* 
Port Clinton, Ohio 
LaCarne, Ohio 

Letterkenny Ordnance Depot:* 
Culbertson, Pa. 
Chambersburg, Pa. 
Shippensburg, Pa. 

Marietta TC Depot:* 
Marietta, Pa. 
Columbia, Pa. 

Marion Engineer Depot: 
Marion, Ohio 
Bucyrus, Ohio 
Delaware, Ohio 
Mount Gilead, Ohio 

New Cumberland General Depot: * 
New Cumberland, Pa. 
Harrisburg, Pa. 

Richmond QM Depot: Richmond, 


Va. 
Rossford Ordnance Depot: * Toledo, 
Ohio 
Third Army: 
Fort Benning: Columbus, Ga. 
Fort Bragg: * Fayetteville, N. C. 
Fort McPherson: * Atlanta, Ga. 
Camp Gordon: 
Augusta, Ga. 
Grovetown, Ga. 
Fort Jackson: 
Columbia, 8. C. 
Simms, 8. C. 
Fort McClellan: Anniston, Ala. 
Camp Rucker: 
Daleville, Ala. 
Ozark, Ala. 
Camp Stewart: Hinesville, Ga. 
Anniston Ordance Depot: 
Bynum, Ala. 
Anniston, Ala. 
Ss QM Depot: Charlotte, 


Fourth Army: 


Fort Bliss: El Paso, Tex. 
Camp Chaffee: Fort Smith, Ark. 
o~ sae Houston: * San’ Antonio, 


Fort Hood: * Killeen, Tex. 
Camp Polk: * Leesville, La. 
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AcruaL OR Prospective CriticaL AREAS INVOLVING DEPARTMENT OF THE 
Army—Continued 


Installation and geographical location—Continued 


COMMAND INSTALLATIONS—Continued 


Fourth Army—Continued 
Sandia Base: * Albuquerque, N. Mex. 
Fort Sill: 
Lawton, Okla. 
Duncan, Okla. 
Red River Arsenal: 
Hooks, Tex. 
Redwater, Tex. 
Texarkana, Tex. 
Wingate Ordnance Depot: 
Gallup, N. Mex. 
Wingate, N. Mex. 
Fifth Army: 
Camp Atterbury :* Edinburg, Ind. 
Camp Carson :* 
Kelker, Colo. 
Colorado Springs, Colo. 
Camp Crowder: 
South Neosho, Mo. 
McElhany, Mo. 
Fort Custer: Battle Creek, Mich. 
Fort Benjamin Harrison :* 
Indianapolis, Ind. 
Lawrence, Ind. 
Fort Leavenworth: 
Kans. 
Camp McCoy: Sparta, Wis. 
Fort Riley: Junction City, Kans. 
Fort Leonard Wood:* 
Rolla, Mo. 
Lebanon, Mo. 
Springfield, Mo. 
Jefferson City, Mo. 
Fitzsimons Army Hospital:* 
Denver, Colo. 
Bunell, Colo. 
Black Hills Ordnance Depot: 
Provo, 8. Dak. 
Edgemont, 8. Dak. 
Pueblo Ordnance Depot:* 
Avondale, Colo. 
Pueblo, Colo. 
oe San Medical Depot:* St. Louis, 
Oo 


Leavenworth, 


Sioux Ordnance Depot: Sidney, Nebr. 
Sixth Army: 
Camp Cooke:* 
Tangair, Calif. 
Casmalia, Calif. 
Lompoc, Calif. 
Santa Maria, Calif. 


Sixth Army—Continued 
Camp Hanford: Richland, Wash. 
Fort Huachuca: Fort Huachuea, Ariz. 
Camp Irwin: Barstow, Calif. 
Fort Lewis:* 
Tacoma, Wash. 
Olympia, Wash. 
Fort Ord:* 
Ord, Calif. 
Monterey, Calif. 
Camp Roberts:* 
Paso Robles, Calif. 
San Miguel, Calif. 
Camp Stoneman:* Pittsburg, Calif. 
Auburn General Depot:* 
Auburn, Wash. 
Tacoma, Wash. 
Seattle, Wash. 
Benicia Arsenal:* Benicia, Calif. 
Deseret CC Depot: 
St. John, Utah. 
Tooele, Utah. 
Salt Lake City, Utah. 
Navajo Ordnance Depot: 
Bellemont, Ariz. 
Flagstaff, Ariz. 
Pasco Engineer Depot:* Pasco, Wash. 
Ogden Arsenal: 
Arsenal, Utah. 
Ogden, Utah. 
Sacramento Signal Depot: 
Polk, Calif. 
Sacramento, Calif. 
Sierra Ordnance Depot: 
Herlong, Calif. 
Doyle, Calif. 
Tooele Ordnance Depot: 
Warner, Utah. 
Tooele, Utah. 
Sharpe General Depot:* 
Lathrop, Calif. 
Stockton, Calif. 
Utah General Depot: Ogden, Utah. 
Umatilla Ordnance Depot:* 
Ordnance, Oreg. 
Hermiston, Oreg. 
Stanfield, Oreg. 
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AcTUAL OR PROSPECTIVE CRITICAL AREAS INVOLVING DEPARTMENT OF THE A 
Army—Continued 


Installation and geographical location—Continued 


INDUSTRIAL INSTALLATIONS A 


Second Army: 
Ratine vena: 
epper, Va. 
Redford, Va. 
Christiansburg, Va. 
Ravenna Arsenal :* 
Apco, Ohio. 
Ravenna, Ohio. 
Third Army: 
Redstone Arsenal: Huntsville, Ala. 
Milan Arsenal: Milan, Tenn. 
Fourth Army: 
Louisiana Ordnance Plant:* 
Minden, La. 
Shreveport, La. 
Red River Arsenal: 
Hooks, Tex. 
Redwater, Tex. 
Texarkana, Tex. 
Pine Bluff Arsenal:* Pine Bluff, Ark. 
Pantex Ordnance Plant: Amarillo, 
Tex. 
Fifth Army: 
Rock Island Arsenal:* 
Moline, Ill. 
Davenport, Iowa. 
Badger Ordnance Works: 
Merrimac, Wis. 
Prairie du Sac, Wis. 
Baraboo, Wis. 


Fifth Army—Continued 


Indiana Arsenal:* 
Jeffersonville, Ind. 
Charlestown, Ind. 

Indiana Ordnance Works:* Charles- 
town, Ind. 

Iowa Ordnance Plant:* Burlington, 
Iowa. 

Joliet Arsenal:* Joliet, Ill. 

—* Ordnance Works:* Joliet, 


Kansas Ordnance Plant:* Parsons, 
Kans. 

Nebraska Ordnance Plant: 
Mean, Nebr. 
Wahoo, Nebr. 
Fremont, Nebr. 
Omaha, Nebr. 

Sunflower Ordnance Works: 
De Sota, Kans. 
Kansas City, Kans. 
Eudora, Kans. 
Lawrence, Kans, 

Wabash River Ordnance Works: 
Newport, Ind. 
Clinton, Ind. 

Rocky Mountain Arsenal:* 
Ladora, Colo. 
Denver, Colo. 


ry 


AcruaL oR Prospective Critica, Hovusinc AREAS INVOLVING DEPARTMENT OF 
tHE Navy CoMMAND INSTALLATIONS 


(Those areas known to be under rent control are designated with an asterisk] 


Area: 
Boston area,* Massachusetts 
Portsmouth, N. H: 
Newport,* R. I. 
Quonset Point,* R. I. 
Davisville,* R. I. 
New London,* Conn. 
New York City area,* New York 
Red Bank,* N. J. 
Philadelphia area,* Pennsylvania 
Baltimore,* Md. 
Norfolk area, Virginia 
Jacksonville, Fla. 
Key West,* Fla. 
Sanford, Fla. 
Macon,* Ga. 

Jacksonville,* Marine Corps, Camp 
Lejeune area, North Carolina 
Beaufort,* Marine Corps, Cherry 
Point installation area, North 

Carolina 


Area—Continued 


Beaufort,* Marine Corps, Parris 
Island installation area, South 
Carolina 

Camden, Ark. 

New Orleans,* La. 

McAlester, Okla. 

Denver,* Colo. 

Chicago area,* Illinois 

Crane, Ind. 

Hastings, Nebr. 

Barstow, Calif. 

Long Beach, Calif. 

Los Angeles area, California 

San Diego, Calif. 

San Francisco area,* California 

Vallego area,* California 

Hawthorne, Nev. 

Pocatello, Idaho 

Bremerton, Wash. 

Quantico, Virginia. 
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AcTUAL OR Prospective CriticaL Housine AREAS INVOLVING DEPARTMENT OF 
THE Navy CoMMAND INSTALLATIONS—Continued 


NAVY SPONSORED INDUSTRIAL RESERVE PLANTS 


Area: Area—Continued 
Boston,* Mass. Dallas, Fort Worth, Tex. 
Hartford,* Conn. Chicago, * Ill. 
Southington,* Conn. Decatur,* Ill. 
New York area,* New York Cedar Rapids,* Iowa. 
Schenectady,* N. Y. Detroit,* Mich. 
Rochester,* N. Y. St. Louis,* Mo. 
Canton,* Ohio San Diego area, California. 
Cleveland,* Ohio Los Angeles area, California. 
Cincinnati,* Ohio San Francisco area (bay area),* 
Columbus,* Ohio California. 
Pittsburgh,* Pa. Huntington,* W. Va. 
Philadelphia,* Pa. Bristol, Tenn. 
Norfolk, Va. 


AcTUAL OR Prospective CriticaAL Housinc AREAS INVOLVING AIR FoRCE 
CoMMAND INSTALLATIONS 


[Those areas presently under rent control are designated with an asterisk] 


Name of installation: 
Alexandria Air Force Base, Alexandria, La. 
Amarillo Air Force Base, Amarillo, Tex. 
Andrews Air Force Base,* Camp Springs, Md. 
Arnold Engineering Development Center, Tullahoma, Tenn. 
Barksdale Air Force Base,* Shreveport, La. 
Beale Air Force Base, Marysville, Calif. 
Biggs Air Force Base, El Paso, Tex. . 
Birmingham Municipal Airport, Birmingham, Ala. 
Bolling Air Force Base,* Washington, D. C. 
Brooks Air Force Base, San Antonio, Tex. 
Bryan Air Force Base, Bryan, Tex. 
Castle Air Force Base,* Merced, Calif. 
Chanute Air Force Base, Rantoul, Ill. 
Clovis Air Force Base, Clovis, N. Mex. 
Connally Air Force Base, Waco, Tex. 
Craig Air Force Base, Selma, Ala. 
Davis-Monthan Air Force Base, Tucson, Ariz. 
Dobbins Air Force Base, Marietta, Ga. 
Douglas Field, Charlotte, N. C. 
Dover Air Force Base, Dover, Del. 
Duluth Airport., Duluth, Minn. 
Edwards Air Force Base, Muroc, Calif. 
Eglin Air Force Base,* Valpariso, Fla. 
Ellington Air Force Base, Houston, Tex. 
Ent Air Force Base, Colorado Springs, Colo. 
Fairchild Air Force Base, Spokane, Wash. 
Forbes Air Force Base, Topeka, Kans. 
Fort Dix,* Wrightstown, N. J. 
Francis E. Warren Air Force Base, Cheyenne, Wyo. 
Geiger Air Force Base, Spokane, Wash. 
George Air Force Base, Victorville, Calif. 
George Wright Air Force Base, Spokane, Wash. 
Godman Air Force Base,* Fort Knox, Ky. 
Great Falls Air Force Base,* Great Falls, Mont. 
Grandview Air Force Base, Grandview, Mo. 
Greenville Air Force Base, Greenville, 5. C. 
Griffiss Air Force Base,* Rome, N. Y 
Gunter Air Force Base, Montgomery, Ala. 
Hamilton Air Force Base, San Rafael, Calif. 
Hanscom Air Force Base, Bedford, Mass. 
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AcTuAL oR Prospective CriticaL Hovusina Areas Invotvine Arm Force 
CoMMAND INSTALLATIONS—Continued 


Name of installation—Continued 
Hill Air Force Base, Ogden, Utah. 
Hunter Air Force Base, Savannah, Ga. 
Keesler Air Force Base, * Biloxi, Miss. 
Kelly Air Force Base, San Antonio, Tex. 
Kirtland Air Force Base, * Albuquerque, N. Mex. 
Lake Charles Air Force Base, * Lake Charles, La. 
Lackland Air Force Base, San Antonio, Tex. 
Langley Air Force Base, Hampton, Va. * 
Larsen Air Force Base,* Moses Lake, Wash. 
Laughlin A F Aux Field, Del Rio, Tex. 
Laurance G., Hanscom Field,* Bedford, Mass. 
Limestone Air Force Base, Limestone, Maine 
Lineoln Air Force Base, Lincoln, Nebr. 
Lockbourne Air Force Base,* Columbus, Ohio 
Lowry Air Force Base,* Denver, Colo. 
Luke Air Force Base, Phoenix, Ariz. 
MacDill Air Force Base, Tampa, Fla. 
March Air Force Base, Riverside, Calif. 
Mather Air Force Base, Sacramento, Calif. 
McChord Air Force Base,* Tacoma, Wash. 
McClellan Air Foree Base, Sacramento, Calif. 
MecGhee-Tyson Apt., Knoxville, Tenn. 
MeGuire Air Force Base, Wrightstown, N. J. 
Minneapolis-St. Paul Int Apt.,* Minneapolis, Minn. 
Mitchel Air Force Base,* Hempstead, N. 
Moody Air Force Base, Valdosta, Ga 
Mountain Home Air Force Base, Mountain Home, Idaho 
Nellis Air Force Base, Las Vegas, Nev. 
Newcastle Air Force Base,* Wilmington, Del. 
Norton Air Force Base, San Bernardino, Calif. 
Offutt Air Force Base, Omaha, Nebr. 
Olmsted Air Force Base,* Middletown, Pa. 
Orlando Air Force Base, Orlando, Fla. 
Oscoda Air Force Base, Oscoda, Mich. 
Otis Air Force Base,* Falmouth, Mass. 
Patrick Air Force Base, Cocoa, Fla. 
Perrin Air Force Base, Sherman, Tex. 
Peterson Field, Colorado Springs, Colo. 
Pinecastle Air Force Base, Pinecastle, Fla. 
Presque Isle Air Force Base, Presque Isle, Maine. 
Randolph Air Force Base, San Antonio, Tex. 
Rapid City Air Force Base,* Rapid City, 8. Dak. 
Reese Air Force Base, Lubbock, Tex. 
Robins Air Force Base,* Macon, Ga. 
Sampson Air Force Base,* Sampson, N. Y. 
San Marcos Air Force Base, San Marcos, Tex. 
Scott Air Force Base,* Belleville, Ill. 
Selfridge Air Force Base, Mount Clemens, Mich. 
Stewart Air Force Base,* Smyrna, Tenn. 
Shaw Air Force Base,* Sumter, 8. C. 
Sheppard Air Force Base, Wichita Falls, Tex. 
Smoky Hill Air Force Base, Salina, Kans. 
Stewart Air Force Base,* Newburg, N.Y; 
Shoemaker Air Force Base, Pleasontos, Calif. 
Suffolk County Apt., Suffolk, Long Island, N. Y. 
Turner Air Force Base, Albany, Ga. 
Tyndall Air Force Base,* Panama City, Fla. 
Travis Air Force Base, Fairfield, Calif. 
Truax Field, Madison, Wis. 
Vance Air Force Base, Enid, Okla. 
Walker Air Force Base,* Roswell, N. Mex. 
Watson Laboratories,* Red Bank, N. J. 
Westover Air Force Base,* Chicopee Falls, Mass. 
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AcruaL oR Prospective Critica, Housing Areas INVoLvING AIR ForcE 
ComMAND INSTALLATIONS—Continued 


Name of installation—Continued 
Wichita Mun. Apt., Wichita, Kans. 
Williams Air Force Base, Chandler, Ariz. 
Wold Chamberlain, Minneapolis, Minn. 
Wright-Patterson Air Force Base,* Dayton, Ohio. 


Notge.—(1) New York State has its own State Rent Control Act; (2) District 
of Columbia has its own rent control; (3) the entire State of Texas has decontrolled 
rents. 


AcruaL oR Prospective CriticaL Housinac Areas INVOLVING AIR ForcE 
INDUSTRIAL ACTIVITIES 


[Those areas known to be under rent control are designated with an asterisk] 


Dayton, Ohio 
Detroit, Mich. 
Cleveland, Ohio 
Kenosha, Wis. 
Racine, Wis. 
Green Bay, Wis. 
Sanitazac, Wis. 
Appleton, Wis. 
Milwaukee, Wis. 
Madison, Wis. 
Jamesville, Wis. 
Fort Wayne, Ind. 
South Bend, Ind.* 
Indianapolis, Ind.* 
Evansville, Ind.* 


Minneapolis, Minn.* 


Duluth, Minn.* 
St. Louis, Mo.* 
Chicago, Ill.* 
Davenport, lowa* 


Moline, Ill.* 
Rock Island, Ill.* 
Rockford, Ill.* 
Rome, N. Y.* 
Buffalo, N. Y.* 


Schenectady, N. Y.* 


Johnson City, N. T. 


Elmira, N. Y.* 
Watertown, N. Y.* 
Jamestown, N. Y.* 
Syracuse, N. Y.* 
Rochester, N. Y.* 


Binghampton, N. Y.* 
Niagara Falls, N. Y.* 


Los Angeles, Calif. 
Newark, N. J.* 
Forth Worth, Tex. 
Wichita, Kans. 
Atlanta, Ga. 

New Orleans, La. 


*« 


Portsmouth, N. H. 
Worcester, Mass.* 
Springfield, Mass.* 
Boston, Mass.* 
Lowell, Mass.* 
Lawrence, Mass.* 
Pittsfield, Mass.* 
Cambridge, Mass.* 
Lynn, Mass.* 
Quincy, Mass.* 
Providence, R. I.* 
Newport, R. I.* 
Hartford, Conn.* 


New London, Conn.* 


Waterbury, Conn.* 
New Haven, Conn.* 
Seattle, Wash.* 

San Diego, Calif. 


* Senator ScuHoepret. There was injected into the hearing this 


afternoon the subject of meat. I come from an area where there is a 
plentiful supply of it, and that is my major reason for going back into 
this at this time. 

I am sure that we want it understood, and I know that you feel the 
same as I do, namely, that nobody in the military is to be deprived of 
meat, Has that situation ever happened? 

Secretary MArsHALL. If it has, it has been on rare occasions with a 
small number of people involved. 

Senator Scnorpre.. I am glad of that. 
on that. 

This phase of meat which Senator Benton has spotlighted here, and 
the likelihood of it being short in supply, is an economic proposition; 
isn’t it? 

Secretary MARSHALL. I would assume so. 

Senator ScuorrPe.. Now, I think if we go over into the economic 
side of the thing, we will find that wages have gone up 152 percent on 
the index, and Secretary Brannan has introduced on the House side, 
and it was injected in the report heard, that if we take the price of 
meat in relation to the prices received nowadays in wages, it is rela- 
tively as close to the margin as it was in 1938, 1944, and 1945. In 
other words, the dollar received today can buy almost the same kind 
and same quantity of meat so there can’t be too great a disparity 


We clear the atmosphere 
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there, but it is going to be probably a question of distribution that we 
have to watch out for. Don’ ’t you agree with me to the genera! 
proposition? 

Secretary MarsHauu. I don’t know about the general details. | 
am interested in what you have said. 

The CuarrMan. Senator Moody. 

Senator Moopy. A number of witnesses come before this committee 
and advocate the removal of all price and-wage controls, in effect, a 
failure to renew title [IV of the act:~ I gather from your splendid 
statement here you feel that would have a disastrous effect on the 
program for making the Nation strong, and I would like you to tell 
the committee what you think the effect would be if that were done. 

Secretary MarsHaty. You have introduced the factors regarding 
that of cause and effect. The cause, I do not know enough about in 
detail. The effect I see. 

Senator Moopy. I would be glad to have you tell us what the 
effect would be. 

Secretary MarsHatu. I would say if these prices go on up, the 
effect on the defense program gradually approaches the point of being 
disastrous, because the money ceases to buy the desired quantities of 
matériel. If it goes on much further, we are involved in tremendous 
sums in order to get matériel which previously could have been ob- 
tained for a smaller sum, and that is serious to me. It is always a 
matter of debate as to just how we justify our budgets. Now, if we 
are involved in a rapidly changing situation as to what the dollar will 
buy, then we have a serious situation on our hands, it seems to me. 
We are getting, or I am now getting into broad economic questions 
which I am not qualified to testify about, but I do know that if our 
costs continue to rise, then we have a very serious problem as to how 
we finance what appears to be necessary in the next few years. 

Senator Moopy. As I understood your previous estimate, your 
costs have gone up roughly 20 percent in the last year; is that correct? 

Secretary MarsHauu. That is right. 

Senator Moopy. Has that resulted in cutting down the number of 
weapons you could obtain? 

Secretary MarsHau. It has definitely cut down the number of 
weapons and planes and war material of that character we had calcu- 
lated on having, on being able to buy. 

I would say this: that this present struggle that we are engaged in, 
cold or hot war, or whatever you wish to call it, takes many forms 
from the standpoint of our opponents. One is to embarrass us as much 
in an economic way as they possibly can. It is conceivable they might 
play their hand purely on the basis, one way or another, unless we do 
it ourselves, of getting to the point where we might, say, break our 
backs economically. That is one way for the Soviets to win. 

I have been just as much concerned about that as I have been about 
the actual development of military power, and of course, that is 
related to the buying power. That is one reason that I was so in- 
tensely interested in the manpower bill, because unless we had some- 
thing like universal military training—and I have never heard of any 
other substitute—I thought we were doomed to a financial impossi- 
bility, and we couldn’t hope for the continuance of the appropriations 
that would be necessary to maintain the power that we must have in 
the coming years. 
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I think economically the same thing applies. 

Senator Moopy. Do you feel that one way we might break our back 
economically would be through a sharp inflation of prices? 

Secretary MarsHa.u. I would assume so. I am not an expert on 
that matter. Asa broad general proposition that would appeal to the 
ordinary man, I would say that was a fact. 

Senator Moopy. It was also testified here that the price of meat 
was subnormal. I don’t know whether your military buyers would 
agree with that; certainly most housewives would not agree with that. 

I believe you said you had the statistics there as to how much the 
increased prices of meat have cost the Defense Department, and I 
would like to have those in the record, if you don’t mind. 

The CuarrmMan. We have placed all that in the record, I might say, 
Senator. 

Senator Moopy. I would like to have one specifically. 

Secretary MarsHauu. Between May 1950 and May 1951 the actual 
invoice cost of meat items purchased by the Department of Defense 
has increased more than 31 percent. 

(The following was submitted for the record:) 


DEPARTMENT OF DEFENSE PROCUREMENT OF Megat During FiscaL YEARS 
1951 anv 1952 


It is estimated that the Department of Defense will have purchased 680 million 
pounds of meat during fiscal year 1951 at a total cost of approximately 412 million 
dollars. During fiscal year 1952, meat purchases are expected to increase to 940 
million pounds as a result of the increase in the size of the Armed Forces. 

During fiscal year 1951, the Department of Defense was unable to obtain 
sufficient quantities of carcass beef and it was necessary to procure a higher-than- 
normal proportion of the more costly boneless beef. The fiscal year 1952 pro- 
curement program contemplates increasing the proportion of less-expensive 
carcass beef and decreasing the proportion of boneless beef, on the assumption 
that the necessary quantities of carcass beef will be available. 

Based on current meat prices, and reflecting the roll-back in beef prices sched- 
uled to become effective July 1 and August 1, 1951 under Ceiling Price Regulation 
24, the ene eee of Defense meat procurement program for fiscal year 1952 
is estimated to aggregate approximately 569 million dollars. If beef prices were 
to remain at current levels rather than reverting to the levels set in Ceiling Price 
Regulation 24, the cost of meat to the Department of Defense would be increased 
by about 19 million dollars, raising the cost of the fiscal year 1952 meat procure- 
ment program to 588 million dollars. 


The CHarrMan. Any further questions, Senator. 

Senator Moopy. Yes; one more, if I may: 

I think all of us agree, Mr. Secretary, with what the Senator from 
Indiana said about the desirability of spreading these contracts, 
among small businesses to the greatest degree possible. “As you know, 
there aa been a good deal of complaint from businessmen, and others 
coming in before this committee, about the complexity of doing 
business in an emergency economy. 

The chief burden of this complaint has been that things are too 
complex, and that they couldn’t operate properly unless they were 
given a free field to run in, as it were. 

I am wondering if we should limit by law, or try to write into the 
law, as the Senator suggests, a series of regulations as to the extent to 
which you would have to subcontract. Do you feel that would be a 
practical proposition, or would it hold up your production. 

Secretary Maes Off hand, I don’t think it is a practical 
proposition, and I would imagine we would get into delays, if not 
almost an impossible situation. 
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But as to the complexities, I agree. Most everything that I have 
been concerned with in Government for pretty nearly 50 years has 
been filled with complexities. A good many of those are given rise to 
in order to protect the interests of the people in relation to the Govern- 
ment, but it gets us into a very difficult state of affairs. 

I was talking to Mr. Lovett, the Deputy Secretary of Defense, 
about this several times this winter. As I recall our last conversation, 
they had succeeded in cutting down some..of the procedures from 20 
or 30 steps down to about 10, in an effort to simplify the business of 
negotiating contracts. 

Always our procedures are complex, and they are expensive for that 
reason. We deal in armies, for example, more or less on an individual 
basis. Our records about the individual are very complete, and must 
be very much up to date. That costs money. 

Yet I suppose you might say that in relation to our view as to the 
dignity of the individual, we insist on that being the procedure, but it 
takes time, and it takes money, it introduces red tape, and we need 
sympathy. 

Senator Moopy. General, I have a statement here from Richard 
Kraft, director of the office of defense production of the Ford Motor 
Co. Among other things he is talking about this effort of Ford and 
other automotive plants to subcontract. He cites here the experience 
of one automotive firm which was asked by the Army to produce four 
different typesofcannon. He says that only 12 parts of the 4 weapons 
were actually produced by the automobile company, the remaining 
757 parts came from shops and factories in 137 different firms in 58 
cities in 12 States. 

I assume that is a good example of what Senator Capehart is 
talking about, and the sort of thing that some of us at least on this 
committee would like to see extended. I hope that you will use your 
great influence in spreading this out because of the necessity of pro- 
tecting the small business. 

Secretary MarsHALL. The broader the base the better we are off, of 
course, in the future. There was a time in September, October, and 
November, when we had to move with the greatest possible speed, 
because our deficiencies were so great and so serious, and the necessity 
for filling them immediately undoubtedly caused us to take action 
where we could get quick results. 

The broader the base, the better off we are now, aside from its 
economic impact. 

The CuarrmMan. Mr. Small, do you have any trouble buying textiles? 

Mr. Smauu. We have had a great deal of trouble buying textiles, 
particularly wool, during the period of the strike. 

The CuarrMan. How about cotton? 

Mr. Smauu. At the present moment we are having no difficulty. 

The CHarrman. Don’t you think that should be exempted from 
title IV, since there is an abundance on hand, you have a big crop in 
prospect, and there is a surplus and mills are curtailing to a certain 
extent. ., 

My information is from your Department that you haven’t got the 
funds to buy cotton goods. 

Mr. Smauu. Our consumption of cotton textiles is only a small pro- 
portion of the national production. 
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The CuarrmaNn. If that was eliminated, it wouldn’t have any effect 
on the national defense. 

Mr. Smauu. I don’t think our take is controlling, Senator. 

The Cuartrman. Do you think it would affect inflation in any other 
way? 

Mr. Smatu. Yes; I do. 

The CuarrMan. In what way? I was told here this morning that 
it had gone down some 15 percent since last fall. Do you find lower 
bids? 

Mr. Satu. If you like, Senator, I will ask Colonel McDaniel from 
the Quartermaster to give you the exact data on it. 

While he is coming up, Senator, may I ask permission to insert in 
the record—I don’t’ want to take time to read it in the record now, 
an exact answer to Senator Schoeppel’s question on condemnation? 

The Cuarrman. Without objection, it will be placed in the record. 

(The information referred to follows?) 


Question. why do you need the additional condemnation power sought in the 
amendments? on’t you have sufficient authority now? 

Answer. Under the present act authority is provided for the requisitioning of 
materials needed for national defense and also for productive facilities used to 
manufacture materials needed for the national defense. This does not give the 
Government any authority to condemn or requisition property that may be 
needed for command installations, barracks, etc. With the large public works 
construction which the Congress has authorized, adequate condemnation author- 
ity is needed to meet those cases where unreasonable delays in securing property 
for command facilities, for instance, would impede our mobilization effort. It is 
true that there exists condemnation authority on the books today. However, the 
existing condemnation authority is not sufficient to prevent unreasonable delays. 
Possession of condemned property, under existing authority, is only awarded 
after formal order of the court, which often means delays of a year or so. More- 
over, some of the existing condemnation authority, such as the 1917 statute, 
while still on the books, can only be utilized during war or when war is imminent, 
a finding which it is doubtful a court may be induced to make at this time. In 
addition, the 1917 condemnation authority only extends to the Army and Air 
Force, and strangely enough, does not extend to the Navy which, of course, needs 
condemnation authority equally as much as the other military departments. In 
support of our request for condemnation authority, I might refer to the fact that 
the condemnation authority requested here is the same as the Congress authorized 
under the Second War Powers Act during World War II. I have been reliably 
informed that there was not one single case in which the Government took posses- 
sion of condemned land which was not later fully sustained by the court as a fair 
and appropriate use of the authority which Congress had granted. I have no 
less confidence that the same fairness of procedure would prevail if this Congress 
were to grant a condemnation authority which we request in this bill. 


Senator Bricker. I have that letter from you, Mr. Small, and the 
suggestion that was made. You can either amend this act to include 
your facilities, camps, and the like, under.the present law, or you can 
amend the basic condemnation law. You can either include them 
under this law with requisition authority, and utilize them as long as 
you want them, or we could amend the basic condemnation law to 
give you immediate possession, and that is all that you would desire. 

Mr. Smauu. As you will recall, we did want to bring the Navy in 
under the power, where they are not now in. 

The Cuatrrman. The Defense Department’s. 

Senator Bricker. There is no question about it. I think that can 
be worked out without difficulty. 

The CuarrMaNn. I think the committee wants to give the national 
defense establishments whatever they need. 
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Colonel, what about the situation in textiles? I understand there 
the inventories are growing, the price has gone down, and you gentle- 
men haven’t got funds to buy them. 

Colonel McDanizt. The textile situation is looking better from the 
standpoint of receipts on our contracts. We have just gone through 
a period where we had a great deal of difficulty in getting production 
due to the closing of the wool plants, and so forth. 

The CuarrMan. We know about the wool situation. We had an 
executive session here with the stockpiling officials, and others, and 
we know the condition that existed in the wool markets, but what 
about cotton? 

Colonel McDanieut. The cotton textile program is beginning to 
catch up with our needs. ; 

The Cuarrman. Hasn’t it already caught up? 

Colonel McDaniet. They have not caught up as yet, due to the 
procurement lead time, but we expect to have them caught up within 
another month or two. 

The CuarrMan. You mean by “procurement” your procurement? 

Colonel McDaniz.. Yes. 

The CuarrMan. They have plenty of textiles? 

Colonel McDaniet. That is correct. 

The CuarrMan. They have an abundance of them, but you think 
you will catch up within a month? 

Colonel McDaniz.. We will catch up within a month or two. 

The CHarrMAN. What about the next year’s budget; are you going 
to have a large demand? 

Colonel McDanieu. We will have a demand which is comparable 
to the demand in the fiscal year 1951; yes. 

The Cuarrman. How much in dollars and cents was that, if you 


know; or yards, either one? 

Colonel McDanieu. Our total—I don’t have the cotton broken out, 
but I will furnish them for the record. 

(The information referred to follows:) 


Hon. Burnet R. MAayBanr, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


Dear Senator MaypanrF: During the Department of Defense hearing before 
the Senate Banking and Currency Committee, on May 29, 1951, vou requested a 
statement for the record relative to the production requirements of cotton, cotton 
textiles, and duck and webbing. The enclosed statement is furnished for your 
information and inclusion in the record of the testimony. 

The dollar figures included in paragraphs D and E of the enclosed statement 
represents the estimated value of: 

(a) The cotton, textiles, and,duck and webbing which the industry furnishes 
for manufacturing of end items. (These figures specifically exclude the additional 
manufacturing costs relative to assembling end items which require the cotton 
products produced by the cotton textile manufacturers.) 

(b) The actual and estimated deliveries from the cotton industry during the 
fiscal year 1951 and fiseal year 1952. 

I trust that this letter adequately answers your query. 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 
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STATEMENT FOR THE Recorp In AccorDANCE WitTH ORAL REQuEst or SENATOR 
MayYBANK, CHAIRMAN OF SENATE BANKING AND CuRRENCY CoMMITTEE, DurR- 
ING THE HeartInG HELD May 29, 1951, on 8S. 1397, Bit ““To AmEeNp THE Der- 
FENSE Propuction Act or 1950” 


I. Question: What is the over-all situation relative to the procurement of cotton 
textiles by the Department of Defense, specifically: 
(a) Is it not true that the cotton industry has caught up with demands? 
(b) How much of the fiscal year 1951 budget will have been spent for cotton 
textiles and fabrics, and how much is contemplated to be spent in fiscal year 


1952—representing the Department of Defense take of production during 
these periods? 


If. Answer: 

A. Past (period July 1, 1950, to April 1, 1951) deliveries: The cotton industry 
has not been able to meet all current demands during this period which was pri- 
marily caused by the demands being placed upon industry without sufficient pro- 
curement leadtime. This situation was caused by the sudden increase in the 
Armed Forces resulting from combat in Korea and the critical world conditions. 

B. Present (period April 1 to June 30, 1951) deliveries: The cotton industry’s 
output will catch up with past unfilled demands and be meeting scheduled current 
production demands placed on it with fiscal year 1951 funds by June 30, 1941. 

C. Future (period July 1, 1951, to June 30, 1952) deliveries: The cotton in- 
dustry’s output will meet the total planned scheduled production demands to be 
placed on it with fiscal year 1952 funds. This statement is contingent upon the 
same general conditions presently in existence and continuing throughout fiscal 
year 1952. Contracts cannot be let until a date subsequent to July 1, 1951, when 
Congress authorizes the expenditure of these funds. 

D. Amounts of funds being spent for fabricated cotton textiles, duck and web- 
bing, and end items representing the take from industry: 





Fiseal year 


Claimant agency | Fiscal year eal 7 


1951 


| 
| 


Department of the Army...................-....2...-.....- : ....-.| $355,442, 119 $339, 126. 308 
Department of the Air Force. ................-.-.-...------ 65, 800, 000 | 64, 000, 000 


Department of the Navy ; _..-| 111, 842, 000 | 117, 407, 300 
Foreign aid 13, 955, 987 | 20, 933, 983 


Soeaenantd 


547, 040, 106 | 541, 467, 591 








1 — are not yet available. This estimate is based on funds requested from Congress, but not yet 
approved. 


E. In addition to cotton textiles, duck and webbing (fabricated items) and end 
items, raw cotton requirements are as follows: 





Fiscal year 1952 


al 


| 
$59, 434, 160 | $88, 801, 240 


Claimant agency isea year 1951) 


Senator Caprenart. I just wanted to say to Secretary Marshall that 
your interest, of course, is in seeing that prices go no higher, as the 
head of the National Defense Establishment; in fact, you would like 
to see them go lower so you can get more tanks or more airplanes with 
a given amount of money. However, you do not care how the 
Congress controls prices; you have no interest in how we do it. 

Secretary MarsHauu. I don’t know the technique of that, sir. 
From my point of view it is not to have these prices continuing to go 
up. 

Senator CAPEHART. You are just as conscious as the rest of us are 
that prices are going up, and if they continue to go up; they will be 
disastrous. The question is how are we going to have them con- 
trolled, by legislation, by controls, by more production, or by reducing 
credit and other things? 

83762—51—pt. 153 
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Secretary MArRsHALL. I am not qualified to testify on that. 

Senator CareHART. You are just interested in seeing that they do 
not go up. 

Secretary MARSHALL. Yes. 

Senator Bricker. We were promised some 2 or 3 weeks ago by Mr. 
Wilson and Mr. Johnston that we would have within 10 days or 2 
weeks a report of an ad hoe committee that the President had ap- 
pointed in regard to direct controls, indireet controls, and the effective- 
ness of indirect controls. Have we received that? 

The CuarrMan. Not to my knowledge. 

Senator Bricker. | wonder if we couldn’t check with Mr. Wilson’s 
office again and get that report at the earliest possible time, because 
it has a very important bearing upon this whole program of costs and 
financing. 

The Cuarrman. I think the committee ought also get the report 
from the Federal Reserve Board about the changes they are going to 
recommend. 

Senator Bricker. The Chairman of the Federal Reserve Board, 
Mr. Martin, also testified to it, and he is on the ad hoc committee. 

The Cuarrman. If we don’t have those reports, what we do here 
might be undone. 

Senator Bricker. One more question to General Marshall, and then 
I will quit: The OPS has exempted most military purchases from price 
controls, have they not? 

Secretary MarsHa.u. The answer is ‘‘yes,’’ I am told. 

Senator Bricker. That was in the interest of immediate and quick 
production? 

Secretary MARSHALL. Yes. 

Senator Capenart. Do you have the total amount that the 
National Defense—the total amount in dollars and cents that they 
will purchase in meat next year? 

Mr. Satu. I will get it for you, sir. I haven’t got it here. 

Senator Carpenart. That would be an interesting figure. 

Senator Moopy. Mr. Chairman, just one point in line with what 
Senator Capehart said a momen ago: I would like to point out that 
the charts show that before Mr. DiSalle’s freeze of January 25, prices 
were rising very rapidly, but since then in general prices have not been 
going up. 

Senator CapeHart. I would hope not. I would hope if he froze 
them they would be frozen. I can’t conceive of how they could 
possibly go up, if they were frozen. I don’t get your point. I would 
think Mr. DiSalle would resign if he froze prices and they continued 
to go up. , 

Senator Moopy. You said they were still going up, and I wanted to 
point out that he had changed the rise. 

The CuairmMan. Are there any further questions, gentlemen? 

If not, Mr. Secretary, we appreciate your coming. 

(The material submitted by Secretary Marshall follows:) 


DEPARTMENT OF DEFENSE MILITARY PROCUREMENT Prick TRENDS APRIL 1950 
APRIL 1951 


Wholesale prices today, as measured by the Bureau of Labor Statistics wholesale 
price index, are 20 percent higher than prices just 1 year ago, and are more than 
16 percent higher than prices at the time of the Korean invasion. Despite marked 
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declines during the past 2 months in the prices of several key imported raw mate- 
rials used in products purchased by the armed services, raw material prices in 
general are still at near record levels. For example, raw wool prices have dropped 
by 21 percent since March, but still reamin 70 percent above pre-Korean levels. 
Similarly, although crude rubber and tin prices have each dropped by 8 percent 
since March, they are still 134 percent and 82 percent, respectively, above prices 
at the time of the Korean invasion. : 

Even if commodity prices remain stable at current levels, the purchasing power 
of the defense procurement dollar will have been seriously impaired because of 
the inflation that has taken place during the past year. For example, between 
May 1950 and May 1951, the actual invoice cost of meat items purchased by the 
Department of Defense has increased by more than 31 percent. Carcass beef, 
the key meat item, has increased from $0.42 to $0.56 per pound, a jump of 33 
percent, while smoked bacon has increased by 54 percent, roasting chickens by 
37 percent, and fresh pork by 26 percent. The total cost of the Army daily meat 
ration has increased from $0.455 to $0.599 per man during the past year, equiva- 
lent to an increase of $52.47 per man per year. The Department of Defense budget 
for fiscal year 1952 is based on a total strength of 3.5 million, of which 3.1 million 
are enlisted personnel. The increase in meat prices alone during the past year 
will cost the Department of Defense more than $160 million to feed its enlisted 
men than would have been the case if May 1950 meat prices still prevailed. 

Increased defense costs have resulted not only from increases in raw material 
prices, but also from increased labor costs. Between June 1950 and April 1951, 
average hourly earnings in manufacturing industries have risen by over 8 percent, 
exclusive of the cost of so-called fringe benefits granted during the period. Average 
hourly earnings have risen to an even greater extent in a number of industries 
involved in defense production. For example, hourly earnings have increased 
by 10 percent in blast furnaces, steelworks, and rolling mills, smelting and refining 
of copper, lead, and zinc, aluminum refining and textiles industries, by more than 
11 percent in the ordnance, machine tools, and aluminum rolling industries, by 
more than 15 percent in aircraft engines plants, and by close to 17 percent in 
aircraft propeller plants. 

Normally, unit prices for many of the items now being procured by the De- 
partment of Defense would be expected to decline at this time because of reductions 
in manufacturing costs which should result from increased volume of procurement. 
While such unit price reductions have occurred in some cases, part or all of the 
economies of larger scale production have been lost in an increasing number of 
cases as a result of increases in direct manufacturing costs. In such cases, the 
Department of Defense is suffering from a loss in purchasing power of the pro- 
curement dollar, even though unit prices themselves do not increase. 

It must be recognized that changes in defense procurement costs are not 
attributable to changes in basic material and labor costs alone. In an effort 
to avoid the enormous costs of production and storage of large war reserves and the 
wastefulness through obsolescence of certain weapons occasioned thereby, the 
Department of Defense is endeavoring, through the expansion and multiplication 
of production lines in being, to spread the mobilization costs over a period of 
time by careful scheduling and thus provide a rapidly expandible mobilization 
base on a going concern basis rather than on a warehouse and storage basis. As 
new firms are brought into defense production, there may be short range increases 
in unit costs of the items concerned, attributable to production engineering and 
tooling costs required for the new sources of supply. 

In addition, United States weapons and equipment are undergoing continual 
development and improvement, both before and during large scale procurement. 
As a result there may be modifications in design, changes in specifications, or 
shifts in manufacturing methods or processing techniques during the period of 
procurement of a particular item which may increase or decrease its cost. Further 
variables, such as changes in quantity, delivery period, packaging, etc., occurring 
simultaneously with the factors mentioned above, make it extremely difficult 
to isolate accurately the effect of any single factor on unit cost. 

Attached is a list of items purchased by the Department of Defense which 
generally are not subject to the varying factors outlined above. Some of the 
items listed are components of end items, such as weapons and vehicles, which 
are important factors in the defense procurement program, while others are end 
items themselves. While these items account for a relatively small part of total 
defense procurement, and their price changes do not represent an index of over-all 
procurement prices, the almost uniformly upward price trends shown by these 
items servies to illustrate the serious decline in the purchasing power of the 
defense procurement dollar during the past year. 
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The CuarrMan. Mr. Blake, I am wondering if 10 o’clock tomorrow 
would suit you? Several Senators suggested that we meet at 10 in 
the morning. They have had people in their offices waiting for them 
and had to go, and Mr. Blake was scheduled to be the next witness. 

I wondered if 10 o’clock in the morning would suit him? 

Mr. Buake. Certainly. 

The CuairMaN. I am sorry to have kept you waiting. 

The committee will stand in recess until 10 o’clock in the morning. 

(Whereupon, at 4:35 p. m., the committee recessed until 10 a. m. 
of the following day.) 
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MONDAY, JUNE 4, 1951 


Unirep States SENATE, 
ComMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to recess, in room 301, Senate Office 
Building, Senator Burnet R. Maybank, chairman, presiding. 

Present: Senators Maybank, Robertson, Benton, Moody, Capehart, 
Bricker, and Schoeppel. 

Also present: Senator Lehman. 

The CuarrMan. The meeting will come to order. I have four 
amendments to the bill, referred to this committee, which will be 
inserted in the record. 

(The amendments referred to follow:) 


[S. 1397, 82d Cong., Ist sess.] 


AMENDMENT Intended to be proposed by Mr. Lona to the bill (8. 1397) to 
amend the Defense Production Act of 1950, and for other purposes, viz: At the 
proper place in the bill insert the following: 


Section 1. That the sum of $100,000,000 is hereby authorized to be appropri- 
ated as an emergency fund to be expended under the direction of the Secretary of 
the Army and the supervision of the Chief of Engineers in the immediate construc- 
tion of river and harbor and flood control improvements required in the interest 
of national defense: Provided, That any such improvement, or a useful part 
thereof, can be substantially completed in one fiscal year: And provided further, 
That pending the appropriation of said sum, the Secretary of the Army may allot, 
from existing river and harbor and flood control appropriations, such sums as 
may be necessary for the immediate prosecution of such improvements, those 
appropriations to be reimbursed from the appropriation herein authorized when 
made. 

Sec. 2. Funds provided pursuant to this Act shall be expended on any river and 
harbor or flood control improvement only after certification by the Office of De- 
fense Mobilization of the importance of said project to national defense. 


[S. 1397, 82d Cong., Ist sess.] 


AMENDMENT Intended to be proposed by Mr. MayBanx to the bill (S.-1397) 
to amend the Defense Production Act of 1950, and for other purposes, viz: 
On page 41, after line 9, insert the following: 
Sec. 109. The Defense Production Act of 1950 is amended by inserting imme- 
diately after title VII thereof a new title VIII. 


“TITLE VIII—INDEPENDENT SMALL BUSINESS 


“Sec. 801. It is the sense of the Congress that the objectives of this Act will 
be furthered by— 
“‘(a) the fullest possible use of independent small-business enterprises in 
defense procurement; and 
“‘(b) careful consideration of the effect upon independent small business 
enterprises of materials conservation and limitation orders. 
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“Sec. 802. In carrying out this policy the President shall— 

“(a) coordinate and determine the means by which the productive capacity 
of independent small-business concerns can be most effectively used for na- 
tional defense and essential civilian production; 

““(b) require all governmental agencies to provide upon his request de- 
tailed information with respect to the placing of defense procurement 
contracts; and 

“‘(e) require all governmental agencies to consult with him in the issuance 
of orders limiting production by business enterprises in order that independent 
small-business concerns will be most effectively used in the production of 
articles, equipment, supplies, and materials for national defense and essential 
civilian purposes. 

“Sec. 803. The President shall, whenever he determines such action necessary — 

“‘(a) consult with appropriate governmental agencies concerning the de- 
velopment of procurement policies and procedures; 

““(b) review proposed procurement actions to ascertain their suitability 
for replacement with independent small-business enterprises; 

“‘(e) obtain detailed information as to the methods and terms which holders 
of prime procurement contracts use in letting subcontracts, and obtain 
detailed information as to the extent to which such prime contractors entered 
into subcontracts, and take action to promote the letting of subcontracts 
by prime contractors to small business concerns; 

“(d) certify to governmental financial agencies and guaranteeing agencies 
the amount of funds required to convert to defense production any plani of 
an independent small business concern interested in obtaining the funds 
necessary to provide for such conversion; 

“(e) certify to Government procurement officers with respect to the ade- 
quacy of production facilities and credit, of any independent small business 
concern to perform an individual Government procurement contract or to 
participate in specific classes of Government procurement; 

“(f) make and maintain a complete inventory of all productive facilities 
of independent small business concerns which can be used for defense and 
essential civilian production, and in connection therewith to arrange for the 
use of the facilities of any appropriate group or agency, governmental or 
nongovernmental; 

“(g) obtain from any Federal department, establishment, or agency engaged 
in defense procurement or in the financing of defense procurement or pro- 
duction such reports concerning the letting and methods of letting contracts 
and subcontracts and making of loans to business concerns as he may deem 
pertinent in carrying out his functions under this Act; 

“‘th) obtain from suppliers of materials detailed information pertaining to 
the method of filling orders and the bases for allocating their supply for the 
purpose of assisting independent small businesses to obtain materials for 
defense or essential civilian production from its normal sources; 

“(j) make recommendations to the appropriate Federal agencies to insure 
a fair and equitable share of materials, supplies, and equipment to independent 
small business concerns for the benefit of the defense program or for essential 
civilian purposes; and 

“(j) determine within any industry the independent concerns, firms, 
persons, corporations, parinerships, cooperatives, or other business enter- 
prises, which are to be designated ‘small business concerns’ for the purpose 
of effectuating the provisions of this Act. 

“Sec. 804. In any case in which an independent small business concern has 
been certified by or under the authority of the President with respect to the 
adequacy of productive facilities and credil to perform a specific Government 
procurement contract, the officers of the Government having procurement powers 
are directed to accept such certification as conclusive, and are authorized to let 
such Government procurement contract to such concern without requiring it to 
meet any condition with respect to productive facilities and credit other than such 
conditions as may be included in such certificate. 

“Sec, 805. Special consideration in proceedings under the Renegotiation Act 
of 1951 shall be given to the holders of Government prime contracts, and holders 
of subcontracts thereunder, who subcontract to independent small business 
concerns. 

“Spec. 806. The President shall make a repori every six months with respect 
to operations under this Act to the President of the Senate and the Speaker of 
the House of Representatives. Such report shall include such information and 
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such comments and recommendations, with respect to the relation of independent 
small business concerns to the defense effort, as the President may deem 
appropriate. ; 

“Sec. 807. The President may delegate the power and authority conferred 
upon him by this amendment to a single officer or agency. Sich single officer or 
agency may be authorized by the President to redelegate the power and authority 
to a single officer and agency.” 

Sec. 2. On page 38, line 16, strike out “and”, change the period in line 18 to 
a ‘semicolon’, and add the following: ‘“‘and by inserting at the end thereof the 
following: title VII1I—Independent Small Business’’. 


[S. 1397, 82d Cong., Ist sess.] 


AMENDMENTS Intended to be proposed by Mr. Maysanx to the bill (S. 
1397) to amend the Defense Production Act of 1950, and for other purposes, 
viz: 

On page 41, line 9, insert the following: 
Sec. 110. The Defense Production Act of 1950 is amended by adding thereto 

a new title IX reading as follows: 


“TITLE IX—AMENDMENTS TO PROVISIONS OF INTERNAL REVE- 
NUE CODE FOR AMORTIZATION OF EMERGENCY FACILITIES 


“Sec. 901. Section 124A of the Internal Revenue Code is amended by adding 
thereto a new subsection (j) reading as follows: 

“<() After the effective date of this subsection, no application for a certificate 
under subsection (e) of this section involving an emergency facility for a partic- 
ular product shall be processed if filed by an applicant for whom an application 
under subsection (e) involving such a product has theretofore been approved, 
until such time as all applications under subsection (e) involving that particular 
product which are pending on the effective date of this amendment have been 
either approved or denied. After such pending applications have been so ap- 
proved or denied, no application filed in any month for a certificate under said 
subsection (e) involving an emergency facility for a particular product shall be 
processed in that month if filed by an applicant for whom an application under 
said subsection (e) involving such a product bas theretofore been approved, until 
other applications filed during such month involving that particular product have 
been approved or denied. Any application approved after the effective date of 
this amendment without compliance with the provisions of this subsection shall 
be void and of no effect.’ 

“Sec. 902. Section 124A (d) (1) of the Internal Revenue Code is amended by 
striking out ‘December 31, 1949’ and substituting therefor ‘July 1, 1950’. Any 
certificate issued under subsection (e) of this section prior to the effective date 
of this amendment with respect to an emergency facility completed or acquired 
by a taxpayer after December 31, 1949, and before July 1, 1950, shall be valid 
and effective only for a twelve-month amortization on a sixty-month amortization 
base and may be utilized only during the first taxable year of the taxpayer ending 
after December 31, 1949, or for a consecutive period of twelve months beginning 
with the month following the month in which the facility was completed or ac- 
quired, at the election of the taxpayer. 

“Src. 903. This title shall take effect upon the passage of this Act.” 

On page 38, line 16, strike out ‘‘and,’”’ change the period in line 18 to a comma 
and add the following: ‘‘and by inserting “Title [X—-Amendments to Provisions 
of Internal Revenue Code for Amortization of Emergency Facilities’ at the end 
thereof.” 


[S. 1397, 82d Cong., 1st sess.] 


AMENDMENT Intended to be proposed by Mr. Sparkman (for himself, Mr. 
O’Conor, Mr. Lona, Mr. Girttetre, Mr. Humpurey, Mr. Hunt, Mr. Benton, 
Mr. Tospey, Mr. Sauttronstauti, Mr. Toye, Mr. HENpRIcKsoN, Mr. ScHOEPPEL, 
Mr. Durr, Mr. A1ken, Mr. ANDERSON, Mr. Brinces, Mr. Butier of Nebraska, 
Mr. Carn, Mr. Capenart, Mr. Caruson, Mr. Case, Mr. Cuavez, Mr. Ciem- 
ENTs, Mr. Dovueuas, Mr. Fianpers, Mr. Green, Mr. Hennrnas, Mr. HI, 
Mr. Hory, Mr. Ives, Mr. JenNNer, Mr. Keravuver, Mr. Kerr, Mr. Kincore, 
Mr. Lancer, Mr. Lenman, Mr. Maanvuson, Mr. McCartruy, Mr. McManon 
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Mr. Matong, Mr. Martin, Mr. Monroney, Mr. Moopy, Mr. Morss, Mr. 

Munpt, Mr. Murray, Mr. Neety, Mr. Nrxon, Mr. O’Manonpy, Mr. Pas- 

TORE, Mr. SMatuers, Mrs. Smitn of Maine, Mr. Smirxa of New Jersey, Mr. 

STENNIs, and Mr. UnpERWoop) to the bill (S. 1397) to amend the Defense 

Production Act of 1950, and for other purposes, viz: On page 41, between 

lines 9 and 10, insert the following new section: 

Sec. 109. Section 701 of the Defense Production Act of 1950 is amended to 
read as follows: 

“Sec. 701. (a) (1) It is the sense of the Congress that small-business concerns 
be encouraged to make the greatest possible contribution toward achieving the 
objectives of this Act. In order to-earry ont this policy there is hereby created 
a body corporate under the name ‘Small Defense Plants Corporation’ (hereinafter 
referred to as the Corporation), which Corporation shall be under the genera! 
direction and supervision of the President. The principal office of the Corpora- 
tion shall be located in the District of Columbia, but the Corporation may estab- 
lish such branch offices in other places in the United States as may be determined 
by the Administrator of the Corporation. 

‘“‘(2) The Corporation is authorized to obtain money from the Treasury of the 
United States, for use in the performance of the powers and duties granted to or 
imposed upon it by law, not to exceed a total of $ outstanding at 
any one time. For this purpose appropriations not to exceed $ are 
hereby authorized to be made to a revolving fund in the Treasury. Advances 
shall be made to the Corporation from the revolving fund when requested by the 
Corporation. 

‘“‘(3) The management of the Corporation shall be vested in an Administrator 
who shall be appointed by the President, by and with the advice and consent of 
the Senate, and who shall be a person of outstanding qualifications known to be 
familiar and sympathetic with small-business needs and problems. The Admin- 
istrator shall receive compensation at the rate of $17,500 perannum. The Admin- 
istrator shall not engage in any other business, vocation, or employment than that 
of serving as Administrator. The Administrator is authorized to appoint two 
Deputy Administrators to assist in the execution of the functions vested in the 
Corporation. Deputy Administrators shall be paid at the rate of $15,000 per 
annum, 

‘““(4) The Corporation shall not have succession, beyond June 30, 1953, except 
for purposes of liquidation, unless its life is extended beyond such date pursuant 
to an Act of Congress. It shall have power to adopt, alter, and use a corporate 
seal, which shall be judicially noticed; to make contracts; to lease such real estate 
as may be necessary for the transaction of its business; to sue and be sued, to com- 
plain and to defend, in any court of competent jurisdiction, State or Federal; to 
select and employ such officers, employees, attorneys, and agents as shall be neces- 
sary for the transaction of business of the Corporation; to define their authority 
and duties, require bonds of them, and fix the penalties thereof; and to prescribe, 
amend, and repeal, by its Administrator, bylaws, rules, and regulations governing 
the manner in which its general business may be conducted and the powers granted 
to it by law may be exercised and enjoyed. The Administrator shall determine 
and prescribe the manner in which the Corporation’s obligations shall be incurred 
and its expenses allowed and paid. The Corporation shall be entitled to the free 
use of the United States mails in the same manner as the executive departments 
of the Government. The Corporation, with the consent of any board, commis- 
sion, independent establishment, or executive department of the Government, 
may avail itself of the use of information, services, facilities, including any field 
service thereof, officers, and employees thereof in carrying out the provisions of 
this section. 

(5) All moneys of the Corporation not otherwise employed may be deposited 
with the Treasurer of the United States subject to check by authority of the Cor- 
poration or in any Federal Reserve bank. The Federal Reserve banks are author- 
ized and directed to act as depositaries, custodians, and fiscal agents for the Cor- 
poration in the general performance of its powers conferred by this Act. All in- 
sured banks, when designated by the Secretary of the Treasury, shall act as 
depositaries, custodians, and financial agents for the Corporation. 

““(b) (1) The Corporation is empowered— 

(A) to recommend to the Reconstruction Finance Corporation loans or 
advances, on such terms and conditions and with such maturities as it may 
determine, to enable small-business concerns to finance plant construction, 
conversion, or expansion, including the acquisition of land; or finance the 
acquisition of equipment, facilities, machinery, supplies, or materials; or to 
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finance research, development, and experimental work of new or improved 
products or processes; or to supply such concerns with capital to be used in 
the manufacture of articles, equipment, supplies, or materials for defense or 
essential civilian purposes; or to establish and operate technical laboratories 
to serve small-business concerns; such loans or advances to be made or effected 
either directly by the Reconstruction Finance Corporation or in cooperation 
with banks or other lending institutions through agreements to participate 
in insurance of loans, or by the purchase of participations, or otherwise; 

“(B) to purchase or lease such land, to purchase, lease, build, or expand 
such plants, and to purchase or produce such equipment, facilities, machin- 
ery, materials, or supplies, as may be needed to enable the Corporation to 
provide small-business concerns with such land, plants, equipment, facilities, 
machinery, materials, or supplies as such concerns may require to engage in 
the production of such articles, equipment, supplies, or materials; 

“(C) to lease, sell, or otherwise dispose of to any small-business concern 
any such land, plants, equipment, facilities, machinery, materials, or supplies; 

“(D) to enter into contracts with the United States Government and any 
department, agency, or officer thereof having procurement powers obligating 
the Corporation to furnish articles, equipment, supplies, or materials to the 
Government; 

““(E) to arrange for the performance of such contracts by letting subcon- 
tracts to small-business concerns or others for the manufacture, supply, or 
assembly of such articles, equipment, supplies, or materials, or parts thereof, 
or servicing or processing in connection therewith, or such management serv- 
ices as May be necessary to enable the Corporation to perform such contracts; 
and 

“(F) to provide technical and managerial aids to small-business concerns, 
by maintaining a clearing hovse for technical information, by cooperating 
with other Government agencies, by disseminating information, and by such 
other activities as are deemed appropriate by the Corporation. 

(2) In any case in which the Corporation certifies to any officer of the Govern- 
ment having procurement powers that the Corporation is competent to perform 
any specific Government procurement contract to be let by any such officer, such 
officer shall be required to let such procurement contract to the Corporation upon 
such terms and conditions as may be specified by the Corporation. Subcontracts 
may be let upon such terms and conditions as the Corporation may deem appro- 
priate in accordance with such regulations as may be prescribed under section 201 
of the First War Powers Act, 1941, as amended. 

“(c) (1) Whoever makes any statement knowing it to be false, or whoever will- 
fully overvalues any security, for the purpose of obtaining for himself or for any 
applicant any loan, or extension thereof by renewal, deferment of action, or other- 
wise, or the acceptance, release, or substitution of security therefor, or for the 
purpose of influencing in any way the action of the Corporation, or for the purpose 
of obtaining money, property, or anything of value, under this section, shall be 
punished by a fine of not more than $5,000 or by imprisonment for not more than 
two years, or both. 

(2) Whoever, being connected in any capacity with the Corporation, (1) em- 
bezzles, abstracts, purloins, or willfully misapplies any moneys, funds, securities, 
or other things of value, whether belonging to it or pledged or otherwise entrusted 
to it, or (2) with intent to defraud the Corporation or any other body politie or 
corporate, or any individual, or to deceive any officer, auditor, or examiner of the 
Corporation, makes any false entry in any book, report, or statement of or to the 
Corporation, or, without being duly authorized, draws any order or issues, puts 
forth, or assigns any note, debenture, bond, or other obligation, or draft, bill of 
exchange, mortgage, judgment, or decree thereof, or (3) with intent to defraud 
participates, shares, receives directly or indirectly any money, profit, property, or 
benefit through any transaction, loan, commission, contract, or any other act of 
the Corporation, or (4) gives any unauthorized information concerning any future 
action or plan of the Corporation which might affect the value of securities, or, 
having such knowledge, invests or speculates, directly or indirectly, in the secu- 
rities or property of any company or corvoration receiving loans or other assist- 
ance from the Corporation, shall be punished by a fine of not more than $10,090 
or by imprisonment for not more than five vears, or both. 

“(d) Whenever the Corporation has comnvleted any transaction under clause 
(B) or (C) of subsection (b) (1) of this section, it may transfer the plant, equip- 
ment, facilities, machinery, materials, su »lies, leases, or other property resulting 
from such transaction to the Reconstruction Finance Corporation, and the Re- 
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construction Finance Corporation shall service and administer such property, as 
the agent of the Corporation, remitting to it any interest, principal, or other pro- 
ceeds or collections, after deducting actual expense of service and administration. 

“(e) (1) It shall be the duty of the Corporation, and it is hereby empowered, 
to coordinate and to determine the means by which the productive capacity of 
small-business concerns can be most effectively utilized for national defense and 
essential civilian production. 

(2) It shall be the duty of the Corporation, and it is hereby empowered, to 
consult and cooperate with appropriate governmental agencies in the issuance of 
all orders limiting or expanding production by -business enterprises in order that 
small-business concerns will be most effectively utilized in the production of 
articles, equipment, supplies, and materials for national defense and essential! 
civilian purposes. 

(3) Xi governmental agencies are required, before issuing orders limiting or 
expanding production or granting priorities to business enterprises, to consult 
and cooperate with the Corporation in order that small-business concerns wil! be 
most effectively utilized in the production of articles, equipment, supplies, and 
materials for national defense and essential civilian purposes. 

“(f) The Corporation shall have power, and it is hereby directed, whenever it 
determines such action is necessary— 

(1) to make a complete inventory of all productive facilities of small- 
business concerns which can be used for defense and essential civilian pro- 
duction or to arrange for such inventory to be made by any other govern- 
mental agency which has the facilities; 

“(2) to consult and cooperate with officers of the Government having 
procurement powers, in order to utilize the potential productive capacity of 
plants operated by small-business concerns; 

(3) to obtain detailed information as to the methods and terms which 
Government prime contractors utilize in letting subcontracts and to take 
action to insure the letting of subcontracts by prime contractors to small- 
business concerns at prices and on conditions and terms which are fair and 
equitable; — 

(4) to take such action in the letting of Government procurement con- 
tracts as is necessary to oo small-business concerns with an adequate 
incentive to engage in defense and essential civilian production and to 
facilitate the conversion and the equipping of plants of small-business 
concerns for such production; 

(5) to determine within any industry the concerns, firms, persons, cor- 
porations, partnerships, cooperatives, or other business enterprises, which are 
to be designated ‘small-business concerns’ for the purpose of effectuating the 
provisions of this section; 

“(6) to certify to Government procurement officers with respect to the 
competency, as to capacity and credit, of any small-business concern or group 
of such concerns to perform a specific Government procurement contract, 

“(7) to obtain from any Federal department, establishment, or agency 
engaged in defense procurement or in the financing of defense procurement or 
production such reports concerning the letting of contracts and subcontracts 
and making of loans to business concerns as it may deem pertinent in carrying 
out its functions under this Act; 

(8) to obtain from suppliers of materials information pertaining to the 
method of filling orders and the bases for allocating their supply, whenever it 
appears that any small business is unable to obtain materials for defense or 
essential civilian production from its normal sources; 

“(9) to make studies and recommendations to the appropriate Federal 
agencies to insure a fair and equitable share of materials, supplies, and 
equipment to small-business concerns to effectuate the defense program or 
for essential civilian purposes; and 

(10) to consult and cooperate with all Government agencies for the pur- 
pose of insuring that small-business concerns shall receive fair and reasonable 
treatment from said agencies. 

““(g) (1) In any case in which a small-business concern or group of such con- 
cerns has been certified by or under the authority of the Corporation to be a com- 
petent Government contractor with respect to capacity and credit as to a specific 
Government procurement contract, the officers of the Government having pro- 
curement powers are directed to accept such certification as conclusive, and are 
authorized to let such Government procurement contract to such concern or 
group of concerns without requiring it to meet any other requirements with respect 
to capacity and credit. 
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(2) The Congress has as its policy that a fair proportion of the total purchases 
and contracts for supplies and services for the Government shall be placed with 
small-business concerns. To effectuate such policy, only small-business concerns 
within the meaning of this Act shall receive any award or contract or any part 
thereof if it is determined by the Corporation and the contracting procurement 
agencies (1) to be in the interest of mobilizing the Nation’s full productive capac- 
ity, or (2) to be in the interest of the national defense program. 

(3) Whenever materials or supplies are allocated by law, a fair and equitable 
percentage thereof shall be made available to the Corporation, to be allocated by 
it to small plants unable to obtain the necessary materials or supplies from usual 
sources. Such percentage shall be determined by the head of the lawful allocating 
authority after giving full consideration to the claims presented by the Cor- 
poration. 

“(4) Whenever the President invokes the powers given him in this Act to allo- 
cate, or approve agreements allocating, any material, to an extent which the Presi- 
dent finds will result in a significant dislocation of the normal distribution in the 
civilian market, he shall do so in such a manner as to make available, so far as 
practicable, for business and various segments thereof in the normal channel of 
distribution of such material, a fair share of the available civilian supply based, 
so far as practicable, on the share received by such business under normal condi- 
tions during a representative period preceding June 24, 1950: Provided, That the 
limitations and restrictions imposed on the production of specific items exclude 
new concerns from a fair and reasonable share of total authorized production. 

“(h) The Corporation shall make a report every ninety days of operations 
under this title to the President, the President of the Senate, and the Speaker of 
the House of Representatives. Such report shall include the names of the busi- 
ness concerns to whom contracts are let, and for whom financing is arranged, by 
the Corporation, together with the amounts involved, and such report shall include 
such other information, and such comments and recommendations, with respect 
to the relation of small-business concerns to the defense effort, as the Corporation 
may deem one: 

“(j) The Corporation is hereby empowered to make studies of the effect of 
price, credit, and other controls imposed under the defense program and whenever 
it finds that these controls discriminate against or impose undue hardship upon 
small business, to make recommendations to the appropriate Federal agency for 
the adjustment of controls to the needs of small business. 

“(j) The Reconstruction Finance Corporation is authorized to make loans and 
advances upon the recommendation of the Small Defense Plants Corporation as 
provided in (b) (1) (A) of this section not to exceed an aggregate of $100,000,000 
outstanding at any one time, on such terms and conditions and with such ma- 
turities as Reconstruction Finance Corporation may determine. 

“(k) The President shall transfer to the Corporation all functions, powers, and 
duties of each department or agency of the United States which relates primarily 
to small-business problems. 

“(1) Section 101 of the Government Corporations Control Act is amended by 
inserting immediately after ‘Commodity Credit Corporation;’ the following: 
‘Small Defense Plants Corporation;’.”’ 


The Cuarrman. Dr. Taylor, I understand that you want to make 
your statement part of the record and highlight it in your own way. 

Dr. Taytor. I will read briefly from the statement but will incorpo- 
rate most of it in the record without reading it. 

The CuHarrMan. Without objection, we will put the statement in 
the record and will you read that part that you desire to read. 


STATEMENT OF DR. GEORGE W. TAYLOR, CHAIRMAN, WAGE 
STABILIZATION BOARD, ACCOMPANIED BY SAMUEL EDES, 
CHIEF COUNSEL, AND KEITH MANN, ATTORNEY 


Dr. Taytor. I would like specifically to call the committee’s atten- 
tion to the fact that there are no proposed amendments to the Defense 
Production Act peculiarly related to wage stabilization. I appear 
before you to urge the extension of title [V so that we may continue to 
discharge the important stabilization responsibilities assigned to us 
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under the act. Likewise, we support the reenactment of title V. 
relating to the settlement of disputes, so that it will be available if 
resort to its procedures becomes necessary and justified. 

It did seem to me that instead of ——— 

The CuarrMan. In other words, most of your statement is in con- 
nection with title IV, the retention of title IV. 

Dr. Taytor. Yes; the retention of title IV of the act. 

The CuHarrMan. And it relates indirectly to wage stabilization. 
The one wouldn’t be any good witheut the other, is that it? 

Dr. Taytor. Yes, sir. One brief portion of the statement deals 
with the limited dispute settlement functions which were assigned to 
us by the President under the recent Executive Order No. 10233. 

Senator CaprEHartT. What do you mean when you say no proposed 
amendments to the act peculiarly related to wage stabilization? Do 
you mean to the new act? 

Dr. Taytor. That is correct. There are no proposed amendments 
to the new act submitted by the administration. 

Senator Caprnart. No proposed changes in the existing act. 

Dr. Taytor. Yes, sir; that is right. 

The CuarrMan. I am glad to have you put that on the record 
officially because in substance that is what I told the Labor Committee 
of the Senate who thought if there was any change in basic labor law 
they should be consulted. I took it upon myself as chairman of the 
committee to say if there were any changes in the labor laws concerned, 
and if those basic changes were changes for the good that they should 
be enacted, I would notify them. In this bill, however, I saw no change 
in the basic labor law other than that which was put into effect last 
year. In other words, then, you agree with what I told the Labor 
Committee. 

Dr. Taytor. Yes, sir. 

Senator Capenart. Dr. Taylor, does that mean, then, that you 
feel the present act is sufficient to control wages? 

Dr. Taytor. I think, Mr. Senator, at this stage before we have 
had more experience certainly we should try the present procedures 
and present rules relating to our wage stabilization functions rather 
than going ahead further as we did during World War II, for example, 
where wage stabilization was tied with a no-strike pledge and a dispute 
settlement board covering all labor disputes. It seems to me that at 
this stage we should gain experience with the more limited proposal. 

Senator CapeHArt. Do you feel if it does become necessary to 
control wages 100 percent, you have sufficient authority in the existing 
law to do it? 

Dr. Taytor. I think there would be. The one question would 
arise as to whether the disputes settlement machinery would have to 
be revised. As matters now stand, the very limited disputes settle- 
ment function which we have are derived from Executive Order No. 
10233. There is in the present act provision for a title V kind of labor 
board, which legislative history indicates would be designed somewhat 
along the powers of the War Labor Board as it existed in World 
War IL. 

The CHAIRMAN. It existed in World War II purely as a temporary 
measure. With the expiration of this bill, it would expire. There ts 
no permanent change. That is the one thing I wanted to emphasize. | 
felt I was right in it. 
Dr. Taytor. Yes, sir. 
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Senator Bricker. What do you believe are the powers given you 
by the President of the United States in the Executive order outside 
of the consideration of wages? 

Dr. Taytor. The limited disputes settlement function that I 
referred to. ‘There are two areas in which the Board has been assigned 
responsibilities. One, should management and labor in a particular 
case request our board either to make a recommendation or a decision 
as respects difficulties between them. The Board is empowered to 
act as that kind of voluntary arbitration tribunal. 

Senator Bricker. That would be entirely outside the functions 
that you have under this law. It is just simply because you are there 
and they agree to accept your arbitration, as you might call it. 

Dr. Taytor. That is correct. I wouldn’t want to say that it 
does not flow in any respect from the problems raised by the Defense 
Production Act. 

Senator Bricker. It might flow from the problems, but do you 
think that the authority is founded in this act? 

Dr. Taytor. No, sir; 1 do not. The second area of labor disputes 
in which the Board may have responsibilities is if there is a dispute 
substantially affecting the defense production program, the President 
may ask our Board to recommend to him with respect to fair and 
equitable terms of settlement. 

Senator Bricker. Is that the only place where there might be any 
conflict, if there were a national emergency or a problem that would 
have a great public interest that might cross the authority under the 
Taft-Hartley Act? 

Dr. Taytor. It is conceivable that a dispute would fall within the 
criterion that I just mentioned, substantial interference with defense 
production, and also be an industry-wide dispute which would create a 
matter of national peril, in the words of the Taft-Hartley Act. I 
would judge that in such a case it would be the discretion of the 
President as to which of these quite different tools would be followed. 

I think I should say that the choice of our agency to make recom- 
mendations in such a dispute would not preclude the use of the Taft- 
Hartley emergency procedures. 

Senator Bricker. You don’t think there is any great overlapping or 
that there likely will be in practice? 

Dr. Taytor. I don’t think so in practice, nor that the use of the 
one precludes the use of the other. 

Senator Bricker. You could not preclude the use of the Taft- 
Hartley Act in matters.of industry-wide importance. 

Senator Capenart. The President could use your Board under the 
Taft-Hartley Act, could he not, the fact-finding board? 

Dr. Taytor. Yes; he could. I have mentioned before the Senate 
Labor Committee that I think it probably would be inadvisable to do 
so. Our Board lacks subpena power. A Board established under the 
Taft-Hartley Act would have subpena power, and there are other 
differences. 

Senator Capenart. Would not your Board be given subpena 
power under the Taft-Hartley Act? 

Dr. Taytor. It could be given, but the procedure—— 

Senator Caprnart. You are limited to single, individual cases. 

Dr. Taytor. It is a matter of judgment as to whether or not our 
Board should act as a Taft-Hartley board. From an industrial 
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relations standpoint it always has seemed to me that it is very difficult 
to have one board with two different functions, two criteria, two sets 
of powers. ; 

The CHarrmMan. You go ahead. Is there anything else that you 
want to call to our attention? 

Dr. Taytor. I thought perhaps I should state to the committee 
some of the steps that have been taken by our Board and by the 
Economic Stabilization Administrator in getting the wage stabilization 
policy under way. It is a very brief statement requiring about 10 
minutes. . 

The CHarrRMAN. Suppose, without objection, we permit the doctor 
to make his 10-minute statement. 

Dr. Taytor. This begins on page 6. 

The Cuarrman. You go ahead, Doctor. 

Dr. Taytor. In January 1951, drastic action was necessary to stop 
the runaway of prices and wages that began with the Korean hostilities. 

Wage increases were being widely made to match advances in the 
cost of living, in anticipation that the cost of living would move 
higher, and in efforts to prevent future manpower problems. As labor 
agreements expired, they were renewed with wage increases which 
became successively higher with later negotiations. Some agreements 
were not reopenable aad they continued with the old wage rates. 
Some companies and industries were depressed, and their workers 
received no increases, and even wage reductions. Others were 
prosperous and reopened firm contracts. Many increases were rushed 
through without waiting for contract reopening or other wage periods 
in order to get under the wire before controls took effect. The freeze 
with its unavoidable inequities thus stopped the intense and chaotic 
movements of wages and salaries. The immediate task was to develop 
a policy which would permit the correction of these inequities, in other 
words to create orderly movements. 

I would like to skip to the next paragraph. 

There are approximately 45 million nonagricultural wage and salary 
earners in this country. There is a tremendous variation in the wage 
and salary practices for these 45 million people, depending on the 
type of industry they are in, the type of work they do, and to some 
extent the area of the country in which they are located. A wage 
stabilization program meeting all the wage problems encountered 
cannot, of course, be developed overnight. It is a job which can only 
be done carefully, step by step, in relation to real problems. The 
Economic Stabilization Administrator, Mr.. Johnston, expressed this 
thought when in approving the 10-percent formula as a first step in 
the creation of a wage stabilization policy, he wrote to Mr. Ching: 

It is obvious that wage problems are too numerous and too difficult to try to 
cover with the blanket of one formula, or two, or six. A step-by-step approach 
that recognizes these complexities is the better and fairer way to develop equitable 


and workable wage standards in balance with the whole objective of economic 
stabilization. 


These characteristics of wage stabilization were perhaps first ob- 
scured by the issuance of General Wage Regulation No. 1 which 
froze wages at the levels prevailing on January 25, 1951. Yet it was 
made very clear at the time that these regulations were emergencies 
designed to bring price and wage movements to a sharp halt and only 
to give the Economic Stabilization Administration time to develop 
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detailed and equitable control regulations. The freeze was a technique 
and not a policy. 

The President, too, mentioned that in his April 26 message. The 
major step which the Wage Stabilization Board had taken prior to 
its split-up was the development of the so-called catch-up formula. 
This was the purpose of General Wage Regulation No. 6, which 
permitted adjustments in wages without prior approval—note, with- 
out any prior approval at all—up to 10 percent over the January 15, 
1950, levels. 

Since the 10-percent make-up rule was a general policy interpreta- 
tion it was subject to the approval of the Economic Stabilization 
Administrator, Mr. Johnston. 

I would like to skip to the bottom of the page. 

The central theme of regulation No. 6 was the equity of preserving 
the standard of living of work, as it existed on January 15, 1950. 
The Board expressly provided in regulation No. 6 that: 

The Wage Stabilization Board recognizes that there may be further changes 
in the cost of living. The present policy is adopted for the period until July 1, 
1951. The policy set forth herein will be fully reviewed and reexamined before 
the end of this period. 

The CuarrMan. Is that all? 

Dr. Tayuor. Yes. 

The Cuarrman. Let me ask you about that last statement. I 
have noticed in the papers that you will probably have to grant a 
number of increases in wages which are justified because of hardships 
created since the passage of the law. Do you gentlemen intend to 
base these on the cost standards of July 1951? 

Dr. Taytor. The hardship and inequity provisions are in the 
Defense Production Act. 

The Cuarrman. Yes; but what I am trying to get at is the basis 
of wages that you are figuring on now in the Wage Stabilization 
Board. From what Mr. Johnston said in the paper, it would be a 
comparison of wages as against other prices in July 1951. 

Dr. Taytor. Mr. Johnston, as I understand it, wants to relate 
wages with the cost of living in January 1950. The real problem 
comes in, Mr. Chairman, with these escalator clauses. In other words, 
escalator clauses operate without regard to the 10-percent limitation. 

The CuarrmMan. The escalator clauses, to my way of thinking, have 
always been fair to the workers just as parity is to the farmer when 
— of living goes up. I have always been very much impressed 
with it. 

Aside from that, you have these inequities in hardship cases. I am 
wondering if that is to be related to January 1, 1950, and will it be 
fair to them. 

Dr. Taytor. It cannot be. . 

The Cuarrman. I am glad to hear you say that. 

Dr. Taytor. In many cases the relationships in January 1950 were 
not equitable relationships to begin with. 

The CuHarrman. No; and they are certainly not equitable as of 
June 1951. 

Dr. Taytor. June of 1951 will be when we have to develop our 
new policy. Wages will be related to the cost of living quite evidently. 

The Cuatrman. As of June 1951? 

Dr. Taytor. That has not been determined. 
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The Caarrman. That is your function. 

Dr. Taytor. That is our function. 

Senator Capenart. Dr. Taylor, I believe it was under order No. 6— 
correct me if I am wrong in this—that the policy was to permit wage 
increases in direct proportion to the increase in materials and direct 
labor, but to deny any increase to the so-called white-collar workers. 
Are you going to continue that policy? 

Dr. Taytor. That was not the policy.. -Under regulation No. 6 any 
group of workers, organized or unorganized, were entitled to an in- 
crease up to 10 percent. 

Senator Carenart. I think you are correct in that. I don’t think 
it came under the wage orders at all. I think it came under the price 
order. It was under the price order permitting some price increases 
that they were denied that right. They could use the increase in 
direct wages and the increase in material costs and increase their 
prices to the extent of the increase in material costs and djrect labor. 
But they were denied the right to use any increases that they might 
give their so-called white-collar workers. Don’t you have anything 
to do with that? 

Dr. Taytor. No, sir. I have heard of that, but I am not familiar 
with the price regulation in detail. 

Senator CaprEnart. Is that not a labor matter rather than a price 
matter? 

Dr. Taytor. I think not. It seems to me that that is a price 
matter as to what elements of cost 

Senator Caprenart. Do you think it is fair to deny the white- 
collar workers an increase? 

Dr. Taytor. To deny the manufacturer an increase in price 
because he has to increase his white-collar workers? 

Senator CaprHart. It means, of course, that he cannot absorb 
any increases that he gives his so-called white-collar workers. 

Dr. Taytor. I wouldn’t care to comment on that without a much 
better understanding of that price order than I have. 

The CuartrMan. Who is responsible for that order? I agree with 
Senator Capehart, it doesn’t seem fair to me to allow everybody a 
raise in wages except the white-collar workers. 

Dr. Taytor. As we just went through, the white-collar workers 
have exactly the same wage rule. I think the question is the extent 
to which 

The CHaArrMAN. I understand the price will be affected by it. 

Senator Bricker. What reason could be assigned for such an 
order that would prevent the reflection of wages to white-collar 
workers in prices and not implement it in direct wages? 

Dr. Taytor. As I say, I am not familiar with the details of the order 
and I would.judge that that would come into the question of unit 
overhead cost with increasing volume. 

Senator Bricker. It is just as much as part of their cost, and just as 
necessary to the production program, as wages to labor. 

Dr. Taytor. I would expect that it would increase costs. 

Senator Bricker. The effect of such a thing would be to practically 
deny to any white-collar workers any increase even up to the 10 
percent. 

Dr. Taytor. On that may I observe that of the various cases before 
_us for approval most of them are unorganized and mainly white-collar 
workers. 
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Senator Bricker. If you permit them to increase, then, is the 
manufacturer yet denied the reflection of that increased cost in his 
product? 

Dr. Taytor. I really don’t know. As I say, that is a price order. 

Senator CaPeHart. He can legally do it if it came within the 
10 percent increase over January 1950. He could do it if he wanted to. 

Dr. Taytor. That is right. 

Senator CaprHart. One other question. What order—maybe 
there is no order that prevents a manufacturer or employer from 
giving his employees a wage increase provided he certifies and pons 
that he will not increase the price of that which he sells or his services 

Dr. Taytor. There is no order. That is presently before us in 
these so-called annual improvement factors. 

Senator CapeHartT. Do you know how that affects inflation if an 
employer desires to give an increase to his people and yet agrees that 
he will not increase his prices? What is the-inflationary effect there? 

Dr. Taytor. I would like just to say that one could argue—I 
am not so sure that I would argue—one could argue that it. does 
increase purchasing power in the hands of the consumer, where it is 
more volatile than if it remained in the hands of the employer; but, 
as | say, that case is presently before us for decision in the so-called 
annual improvement factors, and that is being argued. 

Senator Capenarr. In other words, if I were an employer and 
wanted to give my people a thousand dollars additional a week without 
raising my prices, then I should be denied the right to do that? 
In other words, if I don’t give them the thousand dollars, I am going 
to keep it myself; am I not? 

Dr. Taytor. Of course, that is argued before us. You know we 
had a public hearing the other day where the General Motors Corp. 
said they wanted to give their people a wage increase, and they 
wouldn’t reflect it in prices—the annual improvement factor. 

Senator CaprHART. You are opposed to that; are you not? 

Dr. Taytor. May I say this: The argument raised against it was 
that it should be denied because it would put pressure on other 
employers to give similar wage increases who could not absorb it in 
costs. I would not want at this time to say whether I am for or 
against, because I expect I will have to cast a vote with respect to 
whether this will be approved a little bit later. 

Senator Bricker. When will that order likely be out? 

Dr. Taytor. We are going to discuss that at 2:30 this afternoon. 

Senator Bricker. It is pretty close; is it not? 

Dr. Taytor. Yes, it is. You can understand why I don’t care to 
announce publicly what my vote is likely to be. 

Senator Capenart. Then there is a policy, at the moment, denying 
wage increases even though the employer is willing to give it and will 
certif and agree that it will not increase his prices. 

Dr. Taytor. I would say if we are going to have a tough wage 
stabilization program, if we are going to have one that is reasonably 
solid, it cannot be related to the question of whether or not a price 
increase is involved because of the contagious effect. An employer 
very well situated might raise his wages, which would then push the 
wages up. 

Senator Capenart. I think what we are trying to do, at least what 
we tried to do in this act and what we would like to try to do in the new 
act, is to control inflation. 
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Dr. Taytor. Yes, sir. 

Senator CapeHart. The thing we want to do is to keep prices down, 
at least keep from having runaway inflation, and keep our economy in 
balance. : 

Dr. Taytor. It is a tough job, Senator. 

Senator Caprenart. It is a tough job; a hard job. I have often 
wondered—lI am looking for some reasons why it was practical and 
fair or unfair—it seems to me that it might well be unfair to deny a 
wage increase where both the employer and the employees are agree- 
able to it, and where the employer agrees he will not increase his 
selling price. 

Dr. Taytor. But wouldn’t you agree that if an employer, with 
large profits, could absorb a wage increase and if that would require 
other employers less favorably situated to pay the increase 

Senator CappHart. Yes, I am looking for your argument. 

Dr. Taytor. That it then could have an inflationary effect? We 
found in World War II, for example, when the Congress started out 
as you.know, by permitting such wage increases, it became necessary 
October 2, 1942, in the act which was then passed, to intervene in 
these wage increases even though they could be made in particular 
cases without necessitating a price increase. The question is whether 
it could be made generally. 

Senator Caprenart. In other words, the argument for it is that it 
will have a tendency to cause all other employers to increase or want 
to increase and create a general spiral of both higher wages and prices? 

Dr. Taytor. Because it would have a contagious effect in the 
areas 

Senator Caprnart. A psychological effect. 

Dr. Taytor. I think more than a psychological effect, because if 
you are on one side of the street and I am on the other making the 
same goods, and if I happen to have better profits than you and | 
start raising my wages and start taking your people away from you 
at a time like this, in self-defense you will have to raise your wages 
and keep them back there even though it does necessitate a price 
increase. 

Senator CapEuart. Suppose the fellow across the street is now 
paying more than I am or vice versa, shouldn’t he under those circum- 
stances be able to equalize? 

Dr. Taytor. You would think so at first glance, but you know we 
have found from experience that when we start to equalize under those 
conditions, the high-rated plant and its employees would come in 
for a wage increase to preserve the historical differential. 

Senator CaPEHART. That is one of the problems you are wrestling 
with at the moment. 

Dr. Taytor. Yes. 

Senator Cparnart. It has been one that has concerned me greatly 
because it always seemed to me that if the employer was willing to 
give it and certify that he would never increase prices as a result of 
it 

Dr. TayLor. You know at the end of World War II that was the 
first move that we made at the end of hostilities, to say that a wage 
increase could be given if it would not necessitate a price increase, 
and immediately one was concerned with the contagious effect that 
I have indicated. 
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Senator Bricker. There are two other aspects to that problem, I 
think. One of them involved taxes. If you have a man in excess- 
profits brackets, he is going to take a good bit of that increase out of 
those taxes, and second, inflation pressures are caused by the turn- 
over of money as well as by the increased amount of money and 
credit. 

Dr. Taytor. I referred to that earlier, putting the purchasing 
power in the hands of workers. 

The CuarrMan. Senator Moody says he has a question he wants 
to ask. 

Senator Moopy. Dr. Taylor, if you should deny this improvement 
factor in a contract, would you not actually be denying to labor itself 
its fair share of the actual improvement and efficiency in production? 
How can you say that it would be more inflationary to give those 
dollars to—I am not saying you—how can one say that it would be 
more inflationary to give those dollars to labor than it would be to 
give them to management? 

Dr. Taytor. If I can say this without anticipating any action which 
might be taken, I don’t see how you can prevent the sharing of workers 
in the increased productivity that they are partly responsible for. 

Senator Moopy. I do not, either. 

Dr. Taytor. But our problem there is this: One company is willing 
to say that this increased productivity is so real that they will not ask 
for a price increase, and I think that is what makes it real. If the 
company is so sure of it that it says we are going to get lower costs 
and we won’t ask for a price increase, unfortunately there are a number 
of companies that have so-called productivity factors but who say 
they nevertheless will require a price increase when it is given to the 
workers. I think that is where the problem comes in. 

Senator Moopy. Yes; that is a problem. 

Dr. Taytor. They call it productivity factor and yet say the 
payment of the wage will necessitate a price increase, which seems to 
belie the fact that it was a real productivity increase. It seems to 
me to belie it. 

Senator Moopy. I see what you mean, but when the productivity 
has been there and it actually has been earned by the workers, I think 
it would be quite inequitable to deny it. I am not trying to influence 
your decision. I am just expressing an opinion. 

Dr. Taytor. Would you think that one of the real tests as to 
whether it was a real contribution of productivity would be the 
willingness to forego price increases in consequence? 

Senator Moopy. Yes; I would. 

Dr. Taytor. I would, too. 

Senator Brenton. I am sorry I came in a little late, Dr. Taylor. 
Did you comment on Mr. Johnston’s statement of a day or two ago 
which, as I recall, proposed tying wages directly to the fluctuating 
price and cost-of-living index? 

Dr. Taytor. I think most of us in this country are in agreement 
that wages should be related to the cost of living. 

Senator Benton. How can you possibly expect to control wages 
except through relating them to the cost of living? 

Dr. Taytor. That is right. Failure to do so would be a roll-back 
of wages, actually. 

Senator Benton. That is right. 
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Dr. Taytor. You would be saying people were to get less pur- 
chasing power as you went along. The only real problem is at what 
date you relate them. What is the fair and equitable time to begin 
that relationship? There are some discussions now underway with 
respect to that. I think it boils down pretty much to this: If you 
go back and say we will relate wages to cost of living as of January 
1950, for example, you say that that relationship will be preserved 
even though a higher real wage was bargained in a more recent col- 
lective-bargaining agreement. It seems to me that we have to de- 
termine whether or not that is the date to start relating it or the date 
= the last free collective-bargaining agreement. The last freely col- 
ective 

Senator Benton. You haven’t decided this yet and it is under 
discussion? 

Dr. Taytor. That is right. It is under discussion. Actually the 
escalator relates the wages with the cost of living as of the contract 
date. It seems to me that if we approve escalator clauses as they are 
written, we must for other people in the country give nondiscrimina- 
tory treatment in tying them in. So the discussions which are going 
on are rather technical, not on the basic question about whether wages 
should be stabilized by relating them to the cost of living, but how 
and as of what date. They are technical problems. 

Senator Benton. I do not know that I would call them technical or 
not. They are certainly acute and critical. 

Dr. Taytor. Indeed they are. If you sat in my chair you would 
realize the great truth of that statement. 

The CuarrMan. Any further questions, gentlemen? 

Senator CapreHart. Do you think this committee might well write 
an escalator formula and place it in this law? 

Dr. Taytor. I don’t know. It seems to me that that is an opera- 
tional detail. I would think that if as a national policy wages should 
be stabilized by a proper relationship with the cost of living, if that 
is the general policy that is accepted in our country, it seems to me 
the technical details of how to do it and as of what date could very 
well be worked out by a group such as ours with labor and manage- 
ment folks on it, rather than going to the specific details here. As you 
know, in World War II the War Labor Board worked out the Little 
Steel formula. It having been worked out, it was subsequently 
approved by the Congress. I should think maybe a procedure like 
that would be better than the exact matter being initiated by the 
Congress. 

Senator CapsHart. If we arrived at an index at the moment to 
start with, X amount, and wages were permitted automatically to 
retain their relationship to that index, it would not be so tough, would 
it, to write into the act? 

Dr. Taytor. I certainly would not want to say that the Congress 
would not have the right to go into that. 

Senator CapeHart. I know we have the authority and the power to 
do it, but the question is whether it is*in the best interest of the 
Nation. 

Dr. Taytor. You know, in wage stabilization when we look ahead 
to unknown factors, I think you need more flexibility in the wage 
stabilization rules than would be available with the specification of a 
rigid formula by law. 
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Senator Carenart. I agree with that. I think maybe that might 
give flexibility that would permit the employees and the employers to 
handle matters themselves rather than Washington doing it. 

Dr. Taytor. I would just say this in general: If such a provision 
were enacted into law, it should be in general terms certainly and not 
inflexible. 

Senator CaPeHArtT. It would be an index that you would arrive at 
and then it would permit wages to reflect a proportion of that index, 
right around that index. 


Dr. Taytor. As one who operates in industrial relations I would 
prefer more flexibility to meet unknown problems. We just don’t 
know what lies ahead. 

The Cuarrman. Any further questions? If not, Doctor, we want 
to thank you for your testimony. 

(Dr. Taylor’s prepared statement follows:) 


STATEMENT OF GEoRGE W. TayLor, CHAIRMAN, WAGE STABILIZATION BoarpD 


There are no proposed amendments to the act peculiarly related to wage 
stabilization. Rather, I appear before you to urge the extension of title IV so 
that we may continue to discharge the important stabilization responsibilities 
assigned to us under it. Likewise, we support the reenactment of title V, relating 
to the settlement of disputes, so that it will be available if resort to its procedures 
becomes necessary and justified. 

The Wage Stabilization Board was first established as a nine-man tripartite 
agency on tember 9, 1950, by Executive Order 10161, issued by the President 
under title IV of the Defense Production Act. Mr. Cyrus Ching took leave 
from the Federal Mediation and Conciliation Service to serve as Chairman of the 
Board during the initial period of its operations. He has recently returned to his 
post as Director of the Federal Mediation and Conciliation Service. 

As you know, the work of the Wage Stabilization Board came to a virtual 
standstill when the three labor members withdrew on February 15, 1951. A 
complete wage stabilization policy had not then been formulated. Indeed, only 
the barest beginnings had been made. For a period of about 2 months, manage- 
ment and their employees had to deal with many problems of wage determination 
not covered at all by the rules which had been laid down. These parties resolved 
such problems in ways that seemed proper to themselves. As required by law, 
they submitted their solutions for the approval of the Wage Stabilization Board. 
It is grossly unfair, in my opinion, to say that in these submissions management 
and labor simply seek to “‘break through the ceiling.’’ The fact of the matter is 
that they had to carry on their wage determination activities in the absence of a 
clearly defined wage stabilization policy. The many cases that went in to the 
backlog of the Wage Stabilization Board were, in effect, requests of the parties for 
the Board to tackle unresolved policy questions. 

Only recently, on May 8, 1951, did the Wage Stabilization Board resume its 
functioning and then as an 18-man tripartite Board with certain limited dispute 
settlement responsibilities in addition to its wage stabilization duties. The 
Board was reconstituted by Executive Order 10233, issued on April 21, 1951. 
For your information, there is attached a copy of this Executive order together 
with a short biographical sketch of our Board members. The new Board faced 
the immediate task of acting not upon disputes—there were none before the 
Board—but upon a large accumulation of wage policy questions raised by manage- 
ments and by their employees because no rounded wage stabilization program had 
been available for their guidance. 

As just indicated, the responsibilities of the reconstituted Board fall under two 
headings: (1) Wage stabilization, and (2) settlement of certain types of labor 
disputes. It is my purpose to discuss each of these responsibilities. 

1. Wage stabilization.— At the outset it is important to recall the reasons why 
wage stabilization is an essential ingredient of the defense mobilization program. 

Wage stabilization is, of course, only a part of the total mobilization program; 
but we think it is a highly essential part. On December 18, 1950, in its first 
official statement, the original Wage Stabilization Board indicated the role of 
wage controls in the national effort to curb inflation. Representatives of industry, 
labor, and the public on the Board unanimously agreed that the underlying and 
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fundamental cause of inflation is the tendency for consumer purchasing power {o 
increase more rapidly than the supply of consumer goods and services. More 
over, no proper claim can be made that direct wage controls can do the whole job 
of wage stabilization. As the Council of Economic Advisers stressed in its Jani- 
ary 1950 report to the President: 

‘There are factors which will make it extremely difficult to achieve the objec. 
tive of holding total wages available for spending in line with the availability of 
consumer goods. The obstacles are fairly obvious: (1) The great number of new 
workers called for by the defense effort, and the longer hours, will result in more 
total wage earnings even without any increase in wage rates; (2) there will be 
few instances where some wages must b@-raised to facilitate the recruitment of 
workers for defense production; (3) there is the problem of insuring that some in- 
centives exist, particularly to effectuate shifts toward defense production.” 

The basic attack on inflation must be through such fundamental measures as 
taxation, credit control, and increased production. Speculative forces acting 
upon wages and prices must also be prevented from blunting the effectiveness of 
the basic attack. 

Purchasing power inevitably rises in a time of full employment. People work 
longer hours, more people go to work, and workers shift from lower paying to 
higher paying industries. At a time when our plants and our manpower are fully 
utilized for the production of civilian goods, defense production necessitates the 
diversion of materials and manpower from civilian to military production. When 
we substitute guns for butter, the inflationary problem is heightened. 

We are forced to add to our total production by using what would in ordinary 
times be marginal mines, plants, and equipment. These facilities are costly. 
When national defense is at stake, cost cannot be a primary concern. But to 
secure their use, the general price level tends to be raised unless other methods, 
such as subsidies, are relied upon. 

Needed increases of production also require that additional employees |. 
brought into the labor market. Many workers must be induced by higher wages 
to leave their regular jobs and their regular homes to work in defense plants. 
The result is that the wage level is pushed up. The consequences can be serious. 
Utilization of high-cost facilities and securing of new manpower can seriously 
distort price relationships and wage relationships. These are facts and not 
theories. We have already seen how the establishment of great defense plants in 
essentially rural communities has resulted in the introduction of wages’substantially 
above the area rate. 

In this general setting—and urgent defense mobilization which unleashes 
inflationary forces—wage stabilization can make three distinct contributions to 
our mobilization »rogram. 

1. Wage stabilization operates to minimize competitive bidding for labor when 
labor markets are tight. Without wage stabilization in an inflationary period, 
one firm may bid labor away from another only to have the other firm raise wages 
to get the workers back. Each employer acting individually is forced to raise 
wages in a desperate attempt to solve his manpower problem, and the resulting 
wage spiraling aggravates both our manpower and our stabilization problem. 

2. Wage stabilization seeks to maintain the normal wage and salary relation- 
ships among various groups of workers to the fullest possible extent. Uncon- 
trolled inflation permits the strong and strategically placed employees to grab 
the lion’s share at the expense of the white-collar workers, the unorganized, and 
even the weaker organized groups. Normal relationships in these particulars have 
already been disturbed. We must prevent its aggravation. 

3. Wage stabilization buttresses price control. Prices can be pulled up by 
runaway demand, such as occurred shorthy after Korea, when everyone frantically 
purchased goods in an effort to get set for expected shortages. Prices can also be 
pushed up by spiraling costs as resulted after Korea, when employers rapidly 
raised their wage scales in an effort to insure a future labor supply. Price contro! 
is difficult, if not impossible, without wage controls. Congress has already abund- 
antly demonstrated its awareness of their close relationship. 

It is important to recognize also that the wage system has more to doin our 
kind of a society than create purchasing power for wage earners. When people are 
paid according to the work and skill involved in their jobs there exists an incentive 
to production. That is also the basis for stable industrial relationships. But 
when differentials are upset, we can expect to find lower morale, lower production, 
and the inability to get the right workers at the right place at the right time. 
Since such considerations are of extreme importance, it is significant that in enact- 
ing the Defense Production Act, the Congress stated among the purposes of title IV 
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that of preventing “* * * economic disturbances, labor disputes, interferences 
with the effective mobilization of national resources, and impairment of national 
unity and morale * * *”; and further, that there should be ‘‘full consideration 
andemphasis * * * [on] the maintenance and furtherance of sound working 
relations, including collective bargaining and the maintenance and furtherance of 
the American way of life * * * [Moreover] * * * in stabilizing and 
adjusting wages, salaries, and other compensation [the President] shall make such 
adjustments as he deems necessary to prevent or correct hardships or inequities.”’ 

The task of stabilizing wages must thus be undertaken with several major 
objectives in mind. Attainment of one objective only to lose others would not be 
effective wage stabilization. A balanced program is needed. It is essential to 
halt wage spiraling, tocorrect hardships or inequities, and todo so without seriously 
interfering with the effective mobilization of national resources. Many, many 
persons have told me in serious tones: “The job cannot be done.” It has to be 
done even though the obstacles are formidable. 

May I briefly review some of the steps taken by the Board and by the Economic 
Stabilization Administrator in getting wage stabilization under way. In January 
1951 drastic action was necessary to stop the runaway of prices and wages that 
began with the Korean hostilities. Wage increases were being widely made to 
match advances in the cost of living, in anticipation that the cost of living would 
move higher, and in efforts to prevent future manpower problems. As labor 
agreements expired, they were renewed with wage increases which became 
successively higher with later negotiations. Some agreements were not reopenable 
and continued with the old wage rates. Some companies and industries were 
depressed and their workers received no increases and even wage reductions. 
Others were prosperous and reopened firm contracts. Many increases were rushed 
through without waiting for contract reopening or other wage review periods in 
order to get under the wire before controls took effect. The freeze with its un- 
avoidable inequities thus stopped an intense and chaotic movement of wages and 
salaries. The immediate task was to develop a policy which would permit the 
correction of these inequities—in other words to create orderly movements. 

The strength of our country has been in the freedom of management and labor 
to work out their own problems. They have developed a wage structure which is 
diverse and complex but, nevertheless, has fairly well established interrelation- 
ships. It is not a simple undertaking to stabilize such a structure especially after 
strong and diverse movements had gotten under way only to be stopped in their 
tracks by the wage freeze. 

There are approximately 45,000,000 nonagricultural wage and salary earners 
in this country. There is tremendous variation in the wage and salary practices 
for these 45,000,000 people, depending on the type of industry they are in, the 
type of work they do, and to some extent the area of the country in which they 
are located. A wage stabilization program meeting all the wage problems 
encountered cannot, of course, be developed overnight. It is a job which can 
only be done carefully, step by step, in relation to real problems. The Economic 
Stabilization Administrator, Mr. Johnston, expressed this thought on February 27, 
1951, when, in approving the 10-percent formula as a first step in the creation of 
the wage stabilization policy, he wrote to Mr. Ching: 

“It is obvious that wage problems are too numerous and too difficult to try to 
cover with the blanket of one formula, or two, or six. A step-by-step approach 
that recognizes these complexities is the better and fairer way to develop equitable 
and workable wage standards in balance with the whole objective of economic 
stabilization.” 

These characteristics of wage stabilization were perhaps first obscured by the 
issuance of General Wage Regulation No. 1 which froze wages at the levels pre- 
vailing on January 25, 1951. Yet, it was made very clear at the time that these 
regulations were emergency measures designed to bring price and wage movements 
to a sharp halt and only to give the Economic Stabilization Administration time 
to develop detailed and equitable control regulations. The freeze was a technique 
and not a policy. 

The President, in his April 26 message to Congress on the renewal of the 
Defense Production Act, called attention not only to the fundamental fact that 
the freeze regulations were by their nature only interim procedures but also to 
the delay in establishing wage stabilization policies. He pointed out that: 

“In the case of prices, the Office of Price Stabilization has been moving ahead 
with the adjustment process since the January freeze * * * [but] in the 
case of wages, unfortunately, the process of changing over from the wage freeze 
to a fair, longer-run wage stabilization program was interrupted by the split-up 
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of the Wage Stabilization Board in February. In the absence of a Board, only 
slow progress has been made toward establishing fair and workable wage stabili- 
zation policies.” 

The major step which the Wage Stabilization Board had taken prior to its 
split-up was the development of the so-called catch-up formula. This was the 
purpose of General Wage Regulation No. 6, which permitted adjustments in waces 
without prior approval—note, without any prior approval at all—up to 10 per- 
cent over the January 25, 1950, levels. 

Since the 10-percent make-up rule was a general policy determination it was 
subject to the approval of the Economic Stabilization Administrator, Mr. John- 
ston. In approving this policy determination, he called attention to the fact 
that this did not constitute a well-roundéd police. He wrote: 

“Regulation No. 6 provides opportunity for adjustments of wage and salary 
inequities arising through increases in the cost of living * * *. The regula- 
tion is a necessary step in evolving a fair wage policy as an essential part of a 
stabilization program to check the inflationary spiral. * * .* The Board by 
this regulation did not intend, I know, to provide a single formula that would 
embrace all aspects of a complete wage policy and correct all inequalities in the 
country’s wage structure.”’ 

The central them of regulation No. 6 was the equity of preserving the standard 
of living of workers as it existed on January 15, 1950. The Board expressly 
provided in regulation No. 6 that: 

“The Wage Stabilization Board recognizes that there may be further changes 
in the cost of living. The present policy is adopted for the period until July 1, 
1951. The policy set forth herein will be fully reviewed and reexamined before 
the end of this period.” 

This method of relating wages to changes in the cost of living is substantially 
similar to the approach which the War Labor Board followed in connection with 
the same problem during World War II. Then, wage increases up to 15 percent 
over the January 1941 wage level were permissible under the Little Steel formula. 
This was adopted as the method of preserving the real wage which existed at that 
time. It was held repeatedly by the War Labor Board that the cost of living 
was sufficiently stabilized during the war so that this basic policy as set forth in the 
Little Steel formula substantially achieveed its purpose. 

When wage rates are related to the cost of living, the choice of a date for begin- 
ning that relationship is the crucial decision. When January 1941 was.selected 
as the base date for the Little Steel formula, employees had to forego the preserva- 
tion of the higher real hourly wage they had obtained in their free bargaining in 
1941. Because there was global war and because of the allocation of about half 
of our resources for war needs, workers were asked to give up the higher real 
wage secured in their last free bargaining. At that time, we were concerned with 
the escalator clauses in a relatively few labor agreements. Such clauses character- 
istically relate cost-of-living changes to the wage rate as of the agreement date, 
i. e. they provide for the preservation of the real wage existing as of the contract 
date. In order to insure equitable application of the Little Steel formula, escalator 
clauses in private agreements were not permitted to operate beyond the limits 
of the formula. 

Regulation No. 6, like the Little Steel formula, is one way of insuring that a 
certain standard of living of workers is preserved during an emergency period 
such as we now have. It is important to recognize, however, that there are some 
important differences between the wage stabilization problems faced in the early 
1940’s and those which now confront us. Contrary to the earlier experience, 
agreements covering an appreciable number of workers, nearly 3,000,000 em- 
plovees, now contain some kind of cost-of-living escalator provision which gen- 
erally link wages to cost-of-living changes following the agreement date. Em- 
ployers and unions in their free collective bargaining have increasingly sought 
this means of insuring the maintenance of a real wage rate during the duration of 
their contract. These devices spread rapidlv after Korea, since rapid advances 
in the eost of living were universally expected. At the same time, other manage- 
ments and unions agreed upon fixed-term wage increases reflecting a mutual con- 
clusion that cost of living would continue to rise. Still other managements and 
unions provided for future uncertainties by,incorporating reopening clauses in their 
agreements. 

While the Board’s activities were suspended, the Economic Stabilization Admin- 
istrator approved the operation until June 30, 1951, of the escalator provisions 
of agreements already in existence. He drew attention to this problem at the 
time he issued General Wage Regulation No. 8 in these terms: 
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“Some collective-bargaining contracts and some wage and salary plans in 
existence on January 25 * * * contain provisions for subsequent changes 
in wages and salaries. Such changes depend on the changes—up or down—in 
the cost of living. * * * For the most part-such increases will be covered 
by the 10-percent allowable rise in General Wage Regulation No. 6. However, 
a few of the existing contracts and plans will provide in the near future for 
inereases somewhat exceeding the allowable figure. General Wage Regulation 
No. 6 makes no provision for such cases.”’ 

By the specific terms of General Wage Regulation No. 8, the 10-percent limit 
provided by regulation No. 6 was made inapplicable as respects previously nego- 
tiated escalator clauses. Why would the escalators, in some cases, provide an 
increase greater than 10 percent over January 1950? The answer is simple: 
Because they were designed to preserve a higher real wage negotiated at a later 
date. The effect of General Regulation No. 8 is to provide for different dates for 
computing a cost-of-living adjustment depending upon the various dates of differ- 
ent agreements. 

It is apparent that the two alternative policies for relating wages to the cost of 
living have to be reconciled. The conflict was brought sharply to the attention of 
the Board in its recent discussion of the meat-packing cases. Those cases involved 
wage increases agreed to after the freeze by the packing industry and the unions 
under a reopening clause. These were not disputes cases. Both labor and manage- 
ment nal approval of their collective-bargaining agreements. It should be 
noted that the packing industry granted the increases, subject to our approval, at 
a time when their prices were frozen at their January price levels. The agreements 
were not conditioned upon obtaining a price increase. It must be presumed that 
the packers expected to absorb the wage increases at the existing price levels rather 
than passing them along to consumers. 

The meat-packing cases arose while the activities of the Board were suspended 
Mr. Johnston, the Administrator, appointed a panel to find the facts and report to 
him. When he received the panel’s report, it was his decision that ‘the equities 
which have been advanced by the parties to justify wage increases outside the 10- 
percent formula can be properly considered only by a tripartite board.” It was 
on that basis that we considered those cases. 

The question raised was whether or not it was equitable to approve the preser- 
vation of a higher standard of living for employees working under an escalator 
provision as compared with those who chose the future protection of a wage re- 
opening clause. This problem, which was brought sharply into focus by the 
meat-packing cases, must be resolved as the next step in creating a wage stabiliza- 
tion policy. As the Board pointed out at the time it approved the meat-packing 
wage adjustment agreed to by the parties, it would have been possible for this 
industry to have “* * * chosen an escalator clause type of reopening or some 
other narrow form. Instead, they chose a form which permitted them to reopen 
for any reason * * * The record shows that in reaching agreement, the 
criteria used and the amount of increase were the same as though, instead of a 
reopening clause, their contracts had included any of the usual forms of cost-of- 
living escalator clause * * * The question before the Board, in this case, is 
whether, in the‘ light of all the circumstances, these parties are to be penalized 
because they used a broad form of reopening clause rather than a more limited 
form, namely, a simple cost-of-living escalator clause. In the opinion of the 
Board, such a distinction would not be fair and equitable.” 

The question was thus raised of what base date should be used for relating wages 
and cost of living—the January 1950 base of General Wage Regulation No. 6 or 
the date of the labor agreement recognized in a limited degree by General Wage 
Regulation No. 8. 

In the meat-packing decision, the Board majority held that on the merits of those 
cases it would be inequitable to use the January 1950 base date to measure the 
cost of living adjustment but that it would be equitable to measure the adjustment 
from the date of the labor agreement. So far only those cases have been decided 
on that basis. 

Nor could there be a general policy relating wages to cost-of-living changes as 
of the labor agreement date (even assuming continued operation of the escalator 
clauses) without additional consideration of all of the problems involved. As 
our discussion has indicated, the widespread adoption of escalator clauses after 
Korea have raised for us some real problems. Similarly, we are fully aware of 
the many difficult problems that would arise if we were as a general policy to 
permit cost-of-living adjustments from the date of the last labor agreement. 
Some ofthese contracts, for example, were based on a frank anticipation of future 
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increases in the cost of living and provided for this in the adjustment agreed to 
at that time. Our policy would have to take account of this factor. There 
would be, in addition, difficult technical problems to solve in calculating and 
applying the adjustment to be allowed. 

f the relation between wage rates and cost of living is to follow the policy of 
World War II, or the one envisaged in General Wage Regulation No. 6, then 
it must be recognized that the real wage negotiated by many workers in their 
ast freely negotiated contract would not be preserved. it that course is followed, 
we must determine if it is equitable to permit the operation of the escalator 
clauses to preserve the real wage denied to others: If the escalator clauses con- 
tinue to operate, the need of comparable treatment for other workers must be 
recognized. a 

This then is the nature of the problem before us—the choice of a national 
wage policy for this critical period. I have posed the basic alternatives today 
because of our mutual concern that an answer be found which will be fair, not 
unjust, that our policy lead to stabilization, not inflation. This question is 
receiving the thoughtful consideration of each member of the Board and the 
Administrator. 

You will recall that the Congress placed in the Defense Production Act a 
requirement that price and wage controls be administered by one agency. We 
are, therefore, subject to the supervision and direction of the Economic Stabiliza- 
tion Administrator, and any recommendation we may reach on a general wage 
policy is subject to his approval. : 

You are aware that the labor members withdrew from the Board, in part 
because of a disagreement with the 10-percent formula; and consequently there 
was a delay of nearly 2 months before the reconstitution of the Board. During 
this period the staff continued the esesntial function of interpreting the 10 regula- 
tions which had been adopted by the Board or issued by the Administrator. 
These covered a large number of the problems which arise in the application of a 
stabilization program. However, they were limited; and it was, of course, beyond 
the responsibility of the staff to take any action on issues which fell outside these 
limited regulations. As a result, during this 2-month period a backlog of some 
1,400 individual petitions for special treatment had accumulated. This backlog 
has now reached about 3,000, and additional cases are coming in at a rate of 
nearly 100 a day. These are all agreements reached at the plant level or deter- 
mined by the employer alone. All involve requests for adjustments in compensa- 
tion outside the provisions of existing regulations. About one-half, it should be 
noted, have been filed by employers of unorganized workers. This flood of cases 
indicates that the problems which were created by the issuance of the freeze have 
by no means been fully answered. They are not disputes. They are all requests 
for increases which employers and employees have agreed are essential to their 
activity. They may be considered as representing the sincere judgment of man- 
agement and labor that wage policy must evolve further in order to insure a 
smooth-functioning industrial economy. 

These cases are diverse, and a few examples may illustrate the issues which 
they raise. Some concern instances in which the production workers in a plant 
have secured an increase and by reason of the intervention of the freeze, the other 
workers in the plant were unable to get a comparable increase. Again, there are 
cases involving two or three plants in the same community using the same labor 
and traditionally paying approximately the same rates. Now they find that with 
manpower becoming short even minor differences in their wage rates can result 
in the lower-paying plants having to do without the necessary labor. Hence they 
ask for equalization of their wage rates in order that the existing manpower can 
be shared equitably amongthem. It is fair to add that these cases, although they 
do present difficult issues, by and large involve slight modifications in the existing 
program as it relates to a particular company. The adjustments which are sought 
do not affect the general wage level significantly, although the resolution of the 
case does involve careful staff work and individual attention by the Board. 

The problems these cases present—cost-of-living escalators, inequities, special 
industrial problems such as agriculture—are merely illustrative of the issues which 
are now before the Wage Stabilization Board. Thev demonstrate in a most 
pressing way that our stabilization program is still in a state of formulation. 
We have taken a few essential steps. It is now necessary for us to go further. 
Our approach, and our premise, is that these matters are problems to be solved-- 
not merely subjects for argument. 
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Il. LABOR DISPUTES 


In carrying out the mandate of the Defense Production Act to establish con- , 
trols over wages, limits have necessarily been placed upon the extent to which 
employers and unions may engage in free collective bargaining over issues in- 
volving wages. Such limits complicate the collective-bargaining process and 
make it more difficult for parties to reach agreement. 

The mobilization program raises a host of additional and significant industrial 
relations problems. The expansion of production to meet military requirements 
results in the transfer of many workers. The usual problems of seniority and 
union security, for example, are exaggerated. Relations between management 
and labor which were otherwise stable will undoubtedly become increasingly un- 
settled in the rapid change-over from an economy of peace to an economy of 
preparation. In this setting, frictions in industrial relations are more likely to 
light fires of controversy at a time when the mobilization effort can least tolerate 
disruptions, 

Experience indicates that as wage controls and over-all conversion take in- 
creasing hold, difficulties between labor and management develop more readily 
and are less easily resolved. The need to provide means to facilitate the peaceful 
settlement of labor disputes, in addition to techniques already on hand for normal 
use, is apparent. The public certainly has an interest in avoiding work stoppages 
in defense plants. 

Maximum freedom, however, has been the keystone of our economic as well as 
our political life. It would be a mistake, in my judgment, to start out by resorting 
to means of labor disputes settlement based upon compulsion. It may be that 
circumstances will indicate that compulsion is necessary. But that step should 
be taken only if voluntary means do not suffice. Our way of life can be made 
best secure if the fight for freedom is made with weapons of freedom. 

Executive Order 10233, issued April 21, 1951, establishes a form of disputes 
settlement procedure which is not only uniquely geared to the present require- 
ments of the defense effort, but is founded upon the democratic premise of volun- 
tarism. The order consigns to the Wage Stabilization Board a very carefully 
limited jurisdiction in the settlement of labor disputes—a jurisdiction consistent 
with the principle of free and voluntary settlement between labor and manage- 
ment. It is not generally understood that the Board can hear cases in only two 
situations: 

(1) The parties in a given case may jointly agree between themselves to submit 
their dispute to the Board for recommendation or decision. The Board may, 
then decide to take or to reject the case. If the parties agree to submit their 
dispute to the Board for its recommendations, the Board then may investigate 
the issues in dispute and advise the parties of its recommendations for equitable 
terms of settlement. The recommendation is not, of course, binding upon them. 
If the parties jointly agree to be bound by the decision of the Board, the Board 
then may render a decision which is binding on the parties in accordance with their 
prior agreement. I wish to emphasize that the choice belongs entirely to the 
parties. Labor and management decide between themselves whether they wish 
to submit their dispute to the Board, and, if so, what issues they wish the Board 
to consider. The Board has no power to intervene in any case upon its own motion. 

(2) The only other way in which the Board may assist in the settlement of a 
labor dispute is when the President is of the opinion that the progress of national 
defense is substantially threatened and decides to refer the matter to the Board. 
It then becomes the duty of the Board to investigate the issues in dispute and to 
report to the President with recommendations as to equitable terms of settlement. 

The exact role of the Board in these two areas must be fully understood. First, 
Board procedures are not intended and cannot be used either as a substitute for 
collective bargaining or as a replacement for existing agencies of mediation. 
Section 404 of the Executive order makes it mandatory that the Board administer 
its disputes functions in such a way as to preserve collective bargaining between 
labor and management. Section 405 of the order permits the Board to accept 
only labor disputes not resolved by collective bargaining or by the prior full use 
of conciliation and mediation facilities. Even if the parties submit their dispute 
to the Board by ageement, the Board must be completely satisfied that negotia- 
tion and mediation have failed before it can undertake to consider the case. 

The Board is fully aware of its responsibility under the Executive order to 
safeguard against the indiscriminate use of its processes by parties who would 
bypass collective bargaining and mediation .The Board’s doors will be firmly 
closed—as they are rightly required to be under the order—against those who 
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have not exhausted these techniques. Arrangements to insure this result are in 
the process of being worked out between the Board and the Federal Mediation 
‘and Conciliation Service. 

When the Board establishes criteria concerning those cases which it will accept, 
it will be my recommendation that it only hear cases in which an interruption 
would significantly impede the national defense effort. For these or other reasons 
the Board may decide not to accept a dispute, leaving the parties to customary 
techniques of settlement. Such techniques of course include the possibility of a 
strike or lock-out, for the right to resort to economie pressure has been preserved. 
However, we believe the order diminishes the pessibility of its use. 

Second, it is important to emphasize that the Board is not and cannot under the 
Executive order become an agency to supersede or duplicate other procedures 
provided for or contemplated ‘under existing laws. 

(a) The Executive order expressly prohibits the Wage Stabilization Board from 
taking any action inconsistent with the Labor-Management Relations Act. This 
is the same prohibition as is contained in the Defense Production Act of 1950. 
This means that the Wage Stabilization Board may not intrude upon matters 
which are within the sole and exclusive jurisdiction of the National Labor Relations 
Board. The two Boards are in the process of establishing procedures to insure 
against any possibility of infringement upon the jurisdiction of the NLRB. 

(b) There is, moreover, no conflict between the Board’s machinery and the 
procedures established under the Taft-Hartley Act for dealing with “national 
emergency” disputes. The two are totally different. The Taft-Hartley pro- 
cedure gives the President discretion to deal in a particular way with certain 
special labor disputes. Before the President can invoke these powers there must 
be a threatened or actual strike or lock-out affecting an entire industry or a sub- 
stantial part thereof. Such strike or lock-out must be one which would imperil 
the national health or safety if permitted to occur or to continue. The President 
may employ these procedures under the circumstances noted by appointing a 
board of inquiry. Such a board has the power of compulsory process. Its 
report to the President is a condition to the use of court injunctions to enforce and 
maintain uninterrupted production. The Norris-LaGuardia Act ceases to be a 
bar to the enjoining of a strike or lock-out only after Taft-Hartley procedures 
become operative. 

The President may refer to the Wage Stabilization Board, on the other hand, 
a labor dispute which in his opinion “substantially threatens the progress of the 
national defense effort.”” Our machinery was designed for a situation different 
from the national emergencies procedure. There are further basic differences 
between the two procedures. Unlike Taft-Hartley boards of inquiry, the Wage 
Stabilization Board has no powers of compulsory process. It cannot subpena 
parties to appear before it. It can only invite them to cooperate with it in its 
investigation of the dispute. Nor is the compulsion of injunctive action an inci- 
dent of any action which the Board may take. The Board has no powers of 
compulsion of any kind. Its job is to investigate and to report to the President 
with its recommendations. [Even in this limited capacity, the judgment under- 
lying its advice will be a balance and informed judgment reflecting the views of 
labor, industry, and the public, arrived at through tripartite participation. 

The Taft-Hartley and Wage Stabilization Board procedures are essentially 
separate and distinct from beginning to end. The existence of the one does not 
preclude the existence of the other. Each has its separate role and its separate 
use to be employed as the Nation’s needs dictate. Nothing whatsoever in the 
procedures of the Board impairs the President’s discretion in resorting to the 
Taft-Hartley Act in national emergency cases envisaged by that act. During 
this period of national preparation, the Nation must use all the tools at its com- 
mand to achieve peace in labor-management relations. These tools include 
collective bargaining, conciliation and mediation, private voluntary arbitration, 
the national emergency procedure of the Taft-Hartley Act, and the new ma- 
chinery just described. 

(c) Lastly, the Board does not have the disputes settlement functions con- 
templated by title V of the Defense Production Act. The conference report on 
title V (p. 35) clearly indicates that the kind of a board which the Congress con- 
templated could be established by the President under that title was a board 
‘similar to the War Labor Board of World War II.” The Wage Stabilization 
Board has quite different functions from those of the War Labor Board. Under 
the War Labor Disputes Act, the War Labor Board could take disputes on its own 
initiative and without regard to the wishes of the parties. It had subpena powers 
to compel attendance. It operated in the setting of a national no-strike, no lock- 
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out policy. Consequently, nearly all disputes, sooner or later, came to the War 
Labor Board for decision, as if on a transmission belt. The Wage Stabilization 
Board is not and does not purport to be that -kind of agency, as plainly appears 
from the analysis of the Board’s authority already made. ‘To reiterate, this Board 
has no authority to intervene in labor-management disputes and to impose itself 
forcibly upon parties. 

If the procedure of this Board proves inadequate, some kind of compulsive 
machinery such as envisaged by title V may have to be established at a future date. 
It is earnestly to be hoped that the machinery just established, together with other 
existing machinery based upon the principle of free choice, will do the job. 

The Wage Stabilization Board is peculiarly adapted to the settlement of dis- 
putes in a period of wage control. Vhen parties cannot reach an agreement on 
wage issues, there will be many cases when there can be ro final settlement with- 
out resort to the Board to determine conformance with the national wage policy. 
In addition, experience has sufficiently demonstrated that when parties cannot 
agree, the subject of wages is not usually isolated from other terms and conditions 
of employment. Parties rarely settle their differences on a piecemeal basis. The 
procedure of the Board recognizes these facts of industrial life and provides 
disputants with an opportunity, not otherwise available, to reach a settlement of 
all their differences at the same time and place. Resort to the processes of the 
Board assures the parties, if they choose to avail themselves of the Board’s pro- 
cedures, that their problems will be treated by a tripartite agency. 

These new facilities for the settlement of labor disputes are in full harmony 
with the needs of the emergency. They represent the minimal technique which 
the Government could provide to meet the problem of labor disputes occasioned 
by and having impact upon the mobilization effort. The Government has simply 
made available additional means to encourage parties to settle differences affecting 
the defense effort in a peaceful way and without endangering the goal that must 
be reached if freedom as we know it is to be made secure. 
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TUESDAY, JUNE 5, 1951 


Unitep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:30 a. m., in room 301 
Senate Office Building, Senator Burnet R. Maybank (chairman), 
presiding. 

Present: Senators Maybank, Robertson, Benton, Frear, Capehart, 
Bricker, Schoeppel and Dirksen. 

Present also: Senator Lehman. 

The CuatrMan. The committee will come to order. 

Mr. Foster, as I remember, several of the Senators discussed the 
question of the shipments of strategic materials to ECA countries. 
With the shortages growing worse daily with respect to steel and cop- 
per and aluminum, and other materials, they wanted to ask you what 
you and ECA had done about curtailing or stopping any shipments 
of strategic materials out of this country. That is my recollection, 
sir. 

Will you proceed in your own way, sir? 


STATEMENT OF WILLIAM C. FOSTER, ADMINISTRATOR, ECONOMIC 
COOPERATION ADMINISTRATION 


Mr. Foster. Mr. Chairman, I would be happy to. 

I thought the question was somewhat different. I thought Senator 
Capehart wanted to know what we were doing in the way of getting 
strategic materials from other countries. But I will be happy to 
respond to that question. 

Senator Caprenart. I think that was primarily the purpose. 

Mr. Foster. To answer the chairman’s question, before we go to 
that second one, today, of course, there are export controls, on all of 
the materials which are in short supply in the United States. There 
is an allocation system set up by NPA. ECA’s function is to act as 
a claimant agency for the countries who are associated with us in 
building the strength of the free world. The claims are presented 
before the NPA and are balanced against the claims of United States 
claimants, and a decision is made, usually on the basis of the contri- 
bution of those exported materials to the development of military 
strength abroad, or to the maintenance of economic strength. 

Both of those objectives, in our opinion, are necessary in order 
to keep the North Atlantic Treaty countries, as well as our other 
participating countries in the Marshall plan, strong against internal 
subversion as well as to deter external aggression. 

There is a very adequate system, Mr. Chairman, in my opinion, 
to balance those requirements. The requirements are first screened 
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in the countries wherever we have missions, to make sure that the use 
of those materials will be in the interests of the United States security 
in the long-term sense. 

The CuarrMan. You do not have the amount of steel and aluminum 
and copper, and other strategic materials of that kind, that you have 
asked for from the NPA? 

Mr. Foster. I can provide it for the record, sir. I do not have it 
with me. We have ver'y accurate records of what is financed by ECA 
for shipment to our allies. “ 

The CHarrman. Do they: not have enough steel over there to take 
care of themselves? 

Mr. Foster. As a matter of fact, they have been exporting a good 
deal of steel to us. On balance, I am not sure but that the net is in 
our favor on steel. 

The CuarrmMan. They exported a good deal to South America, too, 
as I remember. 

Mr. Foster. That is correct. They are large suppliers of South 
America; and if it were not for their supply, there might be a much 
greater demand on our sources for South America. 

The CuarrRMAN. Has it made it so that we have very little demand 
from South America for steel at the present time? 

Mr. Foster. I have no accurate records on that. 

a CuarrMAN. Of course, South America is not connected with 
that. 

aon Foster. South America is not one of my current responsi- 
ylities. 

Senator Capenart. Mr. Chairman, I think what happened here 
was that when Mr. Chapman, the Secretary of the Interior, was testi- 
fying, and Mr. Boyd, head of the Minerals Section, I asked the 
question if, in making contracts where we furnished all of the money 
to foreign nations for the production of materials, in those contracts 
we insisted on receiving a portion of the production. Evidently, 
Mr. Boyd and Mr. Chapman were unable to answer the question, and 
I presume that is the reason someone suggested that you come up 
before the committee. 

I will ask you the same question: When ECA furnishes the money 
to build a facility for producing strategic materials in foreign coun- 
tries, do we, as part of the contract, insist upon a portion of the pro- 
duction? 

Mr. Foster. Senator Capehart, that is a rather complicated 
question to answer, because of the fact we have varying methods of 
financing projects abroad. 

Senator CapeHArtT. Maybe I can help you, then. Are there any 
instances where you furnish all of the money? 

Mr. Foster. | cannot think of any instance where we furnish all 
of the money. In the development of strategic materials supply, we 
always insist on a portion of the money being supplied by the owner 
of the company or the home government. 

I would like to distinguish between two types of financing. Mostly, 
in the metropolitan areas, we may finance, for instance, coal-mining 
machinery in the United Kingdom or Germany, and that may be a 
grant by the United States in order to build up the economic activities 
of that particular country. In almost every instance where we 
finance a project, our contribution is only of the equipment or the 
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material which it is impossible to obtain in the country itself. So 
that, to answer part of your question, it would be very unusual if we 
were the sole financing means in developing a project. 

Senator Capenart. Would you say there were any instances where 
you were the sole means? 

Mr. Fosrer. I cannot think of any, because in practically every- 
thing we have financed in the way of machinery and equipment, 
there is a contribution by the country itself. 

Now, in the development of strategic material supply, we have two 
types of financing. This would be primarily in overseas territories of 
the Marshall plan countries, the dependencies, even in some of the 
Caribbean territories, Jamaica, British Guiana, but I will use the 
dependencies as an example of the two types of financing. 

If they have a surplus of strategic materials over and above that 
which they would normally sell for dollars, we would enter into a 
procurement contract to buy, for local currency, the surplus of that 
material. We have purchased under that method about $70 million 
worth of supplies in local currency funds which were, in our 5 percent 
counterpart funds, the property of the United States Saacanieene 
under the terms of the Marshall plan basic legislation. 

Senator CapeHART. What were those materials? 

Mr. Foster. We purchased bauxite, rubber, industrial diamonds, 
sisal ryonite, graphite. We purchased cobalt, we purchased mercury 
and beryl. We purchased a broad range of such strategic materials. 

Senator CapeHart. When you finance these projects, you do not 
enter into an agreement that the United States is to receive a propor- 
tion or a portion of the materials? 

Mr. Foster. Yes, sir. I am coming to the second type. The 
first type, which I have just described, is an outright purchase, but 
not with dollars. It is with counterpart funds. 

The second type of activity in which we have engaged in this 
providing of strategic materials is a development and exploration type 
of project, in that we will supply the missing machinery or even 
technical assistance to a mine, we will say, in New Caledonia, in the 
Pacific. In that particular kind of activity, we do enter into a con- 
tract in which the repayment for the advances by the United States 
are in the form of strategic materials delivered to the stockpile. 

Senator Capenart. You mean only to the extent of the repayment 
of the machinery costs? 

Mr. Foster. That is correct, sir, plus one additional factor. There 
is in many of those contracts an option to purchase by the General 
Services Administration, for the United States stockpile, of additional 
amounts. Of course, in most of those projects there is the presump- 
tion that the supply will be so increased that it will be available for 
private United States buyers, as well. 

The repayment is not only to the total of the advance, but also 
includes 4 percent interest in the case of a private firm. 

Senator CapenHart. How many such contracts have you entered 
into? 

Mr. Foster. I can give you the total amount in dollars. The total 
dollars of contracts signed, of that nature, represents $51 million 
equivalent. Of that, $21 million has been advanced in dollars, and 
$30 million in local currency. 
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We have under negotiation at the moment another $56 million 
equivalent of such contracts, $16 million of which is in dollars and 
$40 million of which is in local currency. 

The additional repayment, to which I started to refer, in the case 
of a private company—and many of these contracts are negotiated 
with private companies—there is a 4-percent-interest charge, which 
interest is added to the principal, and is also repaid in strategic 
materials. 

In the case of a government finaricing project, the interest is 
2% percent, which is the standard rate of interest on all of our loan 
advances to participating nations under the Marshall plan. 

Senator Capenart. Are you handicapped in any way, by virtue 
of the way the law is written, in getting a larger percentage of strategic 
materials under these contracts or falar our advancing the money? 

Mr. Foster. No, sir. I think the law is thoroughly adequate to 
provide an opportunity to develop these new sources of materials 
and to develop a number of projects. 

You must realize, Senator, that we are dealing with private com- 
panies who, in undertaking this obligation, are putting a load on 
their capital structure. They have got to repay it, and we have to 
negotiate out with these companies. 

Senator Capenart. To whom do they repay it? Do they repay 
it to us direct, or their own respective countries? 

Mr. Foster. This is paid direct to the United States Government 
in the form of raw materials. 

Senator Carenart. You make many advances to respective gov- 
ernments, do you not, and they in turn advance this money for the 
purpose of production? 

Mr. Foster. That is the smallest part of this typé of activity. 
There are only a few of these project advances which are direct to 
governments. 

Certain of the governments, in other words, would much prefer 
that we deal through them instead of directly with the private com- 
panies. In all cases, we get the approval of the government of the 
country in which the company is located. 

Senator CaPpEHART. How much money has actually been advanced 
or contracted for, for this sort of thing? 

Mr. Foster. $51 million. 

Senator CapeHart. That is the sum total? 

Mr. Foster. That includes both dollars and local counterpart. 

Senator CapeHart. That is the sum total since ECA has been in 
existence? 

Mr. Foster. That is correct, since April 3, 1948. 

Senator CAPEHART. $51 million? 

Mr. Foster. That is correct. 

Senator Capgenart. And the only contract or agreement you have 
with some of them is that they will repay their loan and our advance 
in strategic materials? 

Mr. Foster. That is correct, sir, on this type of project. You 
asked me a moment ago about how many of these we have. I can 
supply that for the record. I do not have it here. 

(The information referred to follows:) 

As of April 30, 1951, ECA had entered into 26 development and exploration 


projects calling for repayment in strategic materials as indicated in the chart set 
forth below. 
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Senator Capenart. You have been talking about those particular 
types of projects. What other types of projects are there? 

Mr. Foster. I am referring to the improvement and increase in 
the production of coal mines in the metropolitan areas themselves. 
That may be part of the general economic program for which we 
advance grant fuhds. The production of that type of material goes, 
of course, primarily into the supply of the Government itself, or for 
its export availabilities. There is no repayment on that type of 
project. That is a direct advance. 

Senator CapEHART. Have you advanced any money for the produc- 
tion of strategic materials in India? 

Mr. Foster. No, sir. 

Senator Capenart. Is that sheet you have before you a list of the 
projects? 

Mr. Foster. That is correct. 

Senator CapeHarT. May I see that, please? 

Mr. Foster. This is still marked ‘“‘confidential.’’ I am trying to 
get it declassified, but you are at liberty to look at it. 

Senator Caprenart. I have discovered in the last 72 hours there is 
nothing confidential. 

Mr. Foster. As far as I am concerned, there is no reason why it 
should not be made a public record, but I do have to clear it. I will 
try to get that done during the day. 

Senator Carenart. This is the total since the beginning of ECA. 

Mr. Foster. That is correct, sir. That lists the country of origin, 
the type of material, the terms of repayment, and the option to 
purchase in addition to the terms of repayment. I would like, sir, 
if I may, to add a couple of items. 

Senator Capenart. I shall not give any figures or anything that is 
in here, but I notice one in here that says “grant, grant, grant.” 
That means it is an outright gift. 

Mr. Foster. The grants are not an outright gift on that list. 
They, too, are subject to repayment in this material if the project is 
successful. There are certain of these activities which are exploratory 
and, as such, there may be no repayment because we are simply spend- 
ing some money on technical assistance in an area which the geologists 
have told us promises some new sources of particular materials. 

You mean the second, third, and fourth items? 

Senator CapEHART. Yes. 

Mr. Foster. That particular grant has no repayment but does 
have an option to purchase, assuming that the project is successful. 
The EPS or ECA has an option to purchase in those quantities at 
the market rate at the time of production. 

Senator CapenartT. This first column, that is the name of the 
company? 

Mr. Foster. That is correct. 

Senator Capenart. They are not all for independent companies, 
are they? 

Mr. Foster. Many of them are for independent companies but 
some are for subsidiaries of United States companies. 

Senator CapEHART. Then the material. With respect to the mate- 
rial repayment, it says estimated material repayment. When that 
has been completed, then, there is no contract or agreement with the 
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United States that we will continue to receive anything from their 
production. 

Mr. Foster. You see in the first one, sir, we have an option to pur- 
chase one-third of the production even after the repayment has been 
met. That would be a new source of that particular material, and the 
Emergency Procurement Service has a right to procure up to a third 
of the continuing production. r 

Senator Carrenart. In that one instance. That is the only one [ 
saw. 

Mr. Fosrmr. There are some set totals in some of the lower ones 
which is over and above the repayment. 

Senator Capenart. I find another one on the second page, it says 
“*50 percent of production.” 

Mr. Foster. Two more on the second page, 50 percent and 80 
percent. Eighty percent in a very strategic material, you will notice. 
These are each negotiated separately. They are separate projects. 
You are dealing by and large with private companies or perhaps with 
very sensitive Governments who feel that certainly these materials 
are their basic resources and they have to be negotiated on the best 
possible terms. We believe that we have negotiated out some very 
good contracts which are in the interest of the United States. 

In addition to the dollar totals I have spoken of, of course there are 
other purchase contracts coming into the United States which we have 
not financed. The EPS, for the stockpile, in 1951, that is, the fiscal 
year, has an estimated $85 million of additional supply, some of which 
has been available because of the increase in capacity of other projects 
we have financed. Total imports to the United States of selected 
strategic materials from the ERP countries by both Government and 
private purchasers about $390 million in this range of materials. Those 
are estimates because the year is not yet complete and the statistics 
are not yet absolutely accurate. 

Senator CapenART. You think it is possible in every instance when 
we advance money to enter into an agreement that we are to get a 
proposition of the production? 

Mr. Foster. It is theoretically possible; yes, sir. I think if we 
were to set that as a condition, however, we might handicap ourselves 
in making available an added supply of certain types of material and 
it would be my recommendation that you allow to the Administrator 
a certain amount of flexibility in that regard because our primary 
interests today, with the great shortage of strategic materials, is to 
get as much of this class of material as we possibly can into the 
channel of trade. I think it is a good gamble on the part of the United 
States in some instances to finish a project with high strategic value 
even though our only opportunity to get it is by regular procurement 
methods. 

The Cuarrman. Any further questions, gentlemen? 

Senator ScHorpPrEL. Mr. Foster, you gave a figure a moment ago. 
I was wondering about how many dollars worth of strategic materials 
have actually been provided for the United States either as in pay- 
ment or sales to the United States. Did the figure you gave a while 
ago do that? : 

Mr. Foster. Under the straight ECA procurement the figure is 
$70 million since April 3, 1948, out of counterpart. In addition to 
that, there has been provided in repayment so far a very nominal 
amount in raw materials of about $250,000. There will this year 
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be another $1,275,000, but I would like to point out that these are 
normally long-term developments which are just beginning to come 
into repayment. Next year, for instance, we estimate about three 
and a half million dollars of repayment in strategic materials and the 
following year a little more until we have picked up the whole $51 
million, plus interest. 

With respect to the other figure that I mentioned, the Emergency 
Procurement Service has purchased for the stockpile about $85 
million out of their funds, or the Munitions Board funds from these 
particular countries to which we have advanced this type of grant 
orloan. Then I gave still a third figure, which includes both Govern- 
ment procurement and private interest procurement from the same 
countries of $390 million. That is an estimate which is not yet quite 
complete. 

Senator Capenart. That is both on the private and industrial side? 

Mr. Foster. Yes, sir. 

Senator CarpeHart. Have we under the control of your agency 
shipped any oil-well or casing supplies to South America? 

Mr. Foster. I am not quite sure on that. We may have to one of 
the islands. If so, it is a very nominal amount. I will be happy to 
provide that. 

Senator CarpeHart. It is not a large amount. 

Mr. Foster. No, sir. 

Senator Bricker. Have you anything to do with negotiations with 
India with regard to any money advanced to them and the embargoes 
which they have on, as far as strategic materials are concerned? 

Mr. Foster. Not yet, sir. 

Senator Bricker. You have not had any responsibility in that field? 

Mr. Foster. No, sir. 

Senator Bricker. What is the total amount the United States 
received from the productive capacity resulting from our advances 
both in private industry and from Government purchases or Govern- 
ment advances and return for the advances? 

Mr. Foster. This is in strategic materials, sir? 

Senator Bricker. Yes, in strategic materials. 

Mr. Foster. So far directly attributable to our advances, and 
purchases with counterpart $70,245,000. Out of the additional 
figure of $85 million, I am unable to estimate the proportion which 
might have come in the normal channels of trade. But a portion of 
that certainly has become available because of the increased produc- 
tion. But I am unable to estimate the proportion. 

Senator Bricker. That does not include private purchases? 

Mr. Foster. No, sir. Of course, it could well be out of the other 
$390 million. There is a very good chance that a substantial part of 
that, too, has become available because you will recall in 1947 and 
1948 there was very little available coming this way because of the 
low production in most of the countries we are now aiding. 

Senator Bricker. Outside of any binding contracts you have with 
them or any commitments which they have made, do you feel that we 

ave a good chance of getting a fair share or a major share of the 
production of strategic materials? 

Mr. Foster. Yes, sir; I do. We, of course, are the largest con- 
sumer in the world of all of those materials and many of the things 
which we produce from those materials in turn may be reshipped to 
these countries in the form of finished goods, either military or civilian. 
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The countries with whom we are dealing by and large are very happy 
to ship a substantial part of this to us. T think the basic objectives 
of the United States are to balance our requirements and to provide 
fairly in exchange for those incoming materials. 

Senator Bricker. Out of the $8.5 billion that is requested from thie 
Congress for appropriation to foreign aid, how much will be strategic 
materials? . : 

Mr. Fosrer. Sir, I can only give you a range on that because it has 
not been finally decided. “ 

Senator Bricker. I understand that. 

Mr. Foster. I would say we have estimated the necessity of the 
continuation of the type of projects I have been outlining to run some- 
where between $50 million and $100 million for the coming fiscal year 
to energetically carry on the increasing supply of these materials. 

The Cuarrman. In other words, it will only be between $50 million 
and $100 million? 

Mr. Foster. Yes, sir; of the same kind of projects I have outlined. 

Senator Bricker. That is the money that goes into the projects 
over there. How much of the materials that will come within that 
$8.5 billion would include strategic materials going out of this country’ 

Mr. Foster. That is a harder figure to arrive at because the 
projects are not worked out in detail. These are illustrative figures 
and they are the United States estimate. 

Senator Bricker. That is all I am interested in. 

Mr. Fostrer. I would say perhaps roughly, and I don’t want to 
be held to this, at least twice that high a itd: It might be $200 
million to $250 million and that includes not only the type of strategic 
material-development projects I have been outlining but also the 
addition to coal-mining equipment and similar things for the metro- 
politan areas. 

Senator Bricker. And that would include steel? 

Mr. Foster. Yes, sir. 

Senator Bricker. That, of course, is without military aid. 

Mr. Foster. Yes, sir; that does not include any military aid at all. 
I will try to get those figures for you. 

Senator CaprHart. I make a motion that Mr. Foster make an 
effort to place the information in the record. 

The CHarrMAN. Without objection it will be done. 

Mr. Foster. Thank you, sir. 

The CuarrMan. Also if 2 one can give us the exports against imports 
of steel, it would be helpful. 

Mr. Foster. I will get that for you, too. 

(The information alvnied to follows:) 


The information requested on iron and steel imports and exports is as follows: 


United States trade in iron and steel | with participating countries and their dependent 
: overseas territories 


{In millions of dollars] 
European Dependent 

participating overseas 
countries territories 


1950 exports 
1950 imports 


1 Including semifinished and finished steel mill products (including pig iron). Figures taken from De- 
partment of Commerce statistics. 
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(The following material was submitted for the record:) 


DEPARTMBNT OF COMMERCE, 
NaTIonaL Propuction AUTHORITY, 
Washington 25, D. C., May 28, 1951. 
Hon. Burnet R. MayBank, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D. C. 

Deak Senator MaysBank: I have given considerable thought to the questions 

asked in your letter of May 8, 1951, regarding industry advisory commitiees. 
In response | am furnishing the following comments numbered to correspond to 
your questions: 
” 4, Industry advisory committees have been a very effective means for obtain- 
ing the advice and recommendations of industry regarding the program and 
activities of the National Production Authority. Members of the committees 
frequently express their appreciation for the opportunity which is thus afforded 
for a truly representative group from the industry to furnish their reactions 
directly to the National Production Authority without having their comments 
filtered through any intermediary. From our standpoint, we have felt that the 
advice and recommendations of the committees are of inestimable value. 

2. Section 404 relates only to title 1V of the Defense Production Act, Price and 
Wage Stabilization, under which this Authority has no responsibilities. 
therefore prefer to express no opinion as to the adequacy of section 404. 

3. At the present time, and on the basis of experience with the 300 industry 
advisory committees that have already been established, no insuperable problems 
have been encountered in working with such groups. In planning and conducting 
the meetings of advisory committees, the Authority is guided by requirements that 
have been stated by the Department of Justice to minimize the possibility of 
violation of the antitrust laws. As examples, the agenda for such meetings and 
the meetings themselves are initiated and formulated by the National Production 
Authority; the meetings are called by the Authority and are held under the 
chairmanship of a full-time Government official who serves as the Government 


I should 


presiding officer; full and complete minutes of each meeting are kepi; care is 
taken to see that the functions of the committees are purely advisory; determina- 
tions of action to be taken are made solely by officials of the Authority. 


These 
requirements have presented no serious problems. 


4. Members of industry advisory committees are persons who are presently 
and directly engaged in a business or industrial enterprise affected. Paid trade 
association executives are not so engaged and are not made members of the com- 
mittees, Under the provisions of section 701 (b) (ii) of the Defense Production 
Act of 1950, we see to it that industry advisory committee membership is made up 
of both trade association members and nonmembers. 

With few exceptions, we have found it necessary to confine attendance at 
committee meetings to committee members and qualified Federal personne! from 
the National Production Authority and other Government agencies who have a 
part to play in the meeting. In my considered judgment, it is not desirable for 
paid trade association executives to attend such meetings even as observers. 
To say this is not to imply that trade associations have no part to play in the 
defense effort; as explained under point 5 below, they can be extremely valuable 
sources of information. The presence of paid association executives at industry 
advisory committee meetings, however, presents difficulties which outweigh any 
affirmative contributions which they are likely to make to the meetings. These 
difficulties are not theoretical, but are recognized in consequence of the experience, 
not of NPA alone, but also of the War Production Board during World War LI. 

Ideally, an industry advisory committee is a representative group of operating 
men from a particular industry, who come together under Government sponsor- 
ship, not to advance their own interests, but with the primary object of helping 
the Government to do a better job. This ideal cannot be perfectly achieved, 
but our experience has been that, with some guidance, it can be approximated. 
That is why in conducting committee meetings every effort has been made to 
impress upon the committee members their individual responsibility, as citizens 
having special knowledge and experience, to give their Government the benefit 
of their knowledge, their experience, and above all their judgment. They are 
not asked to compromise their views; they are not asked to develop an “‘industry 
program’”’; in the ordinary case, do not even have propositions submitted to 
them to vote upon. Each of them is an adviser to the Government, and by 
considering his advice and discussing it frankly with him, and by watching the 


83762—51—pt. 1——_56 
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interplay of opinion between the members of the committee, the Government 
representatives are better able to reach sqund conclusions. 

The presence of trade association executives can seriously disturb the atmosphere 
which is so important and so difficult to maintain in these meetings. Often 
association members, and even more often those members of the committee who 
are not members of the association, are reluctant to speak out frankly in the 
executive’s presence. Even when he does not dominate the meeting, the executive 
can easily create the impression that the association and its members somehow 
enjoy a preferred position with the Government. While in theory the association 
executive can make himself the champion of smal! business, in practice the smal! 
concern is less likely to be a trade association member, particularly in the produc- 
tion field, and is more likely to be antagonistic to an association, than is the large 
corporation. While there may be exceptions, ordinarily I can see no basis for 
saying that the presence of an association executive in committee meetings would 
give small business any added protection whatever. 

Furthermore, in many instances two, three, four, and more-trade associations 
are organized and active in anindustry. Each is vying with the other for members 
and for status in the industry. If the paid executive of one association attends an 
industry advisory committee meeting, the executives of the other associations in 
that industry will also want to attend. Such multiple attendance, inevitably 
accompanied by intraindustry maneuvers associated with competition among the 
trade associations, injects into the committee meetings an attitude and atmosphere 
that can seriously impair their effectiveness. 

5. The factual data available through trade associations varies considerably, 
depending upon the industry and the association involved. Some associations 
possess much useful information. Others, for various reasons, are in no position 
to present comprehensive information regarding their industries. The National 
Production Authority makes every effort to seek the factual data available through 
trade associations. This is generally accomplished by direct contact between 
the appropriate industry division within the Authority and the proper trade 
association. Our officials are encouraged to seek the information, help, and advice 
which are available from all organized nongovernmental groups in order to learn 
the effect which our orders have on the industrial and business communities. 
Paid trade-association executives, representatives of other groups, and individual 
businessmen are free at all times to meet with appropriate officials in our industry 
divisions for the purpose of discussing problems, presenting information, and 
expressing their views regarding our activities. It isin this way that trade associa- 
tions can be most helpful. 

It should be pointed out that the National Production Authority often re- 
quires, as a basis for its decisions and actions, factual data that is not available 
through existing organizations and can be obtained only by going directly to 
members of industry. Such data is obtained in accordance with the Federal Re- 
ports Act of 1942. 

6. The National Production Authority is consulting with the Antitrust Division 
of the Department of Justice with respect to the establishment and use of industry 
advisory committees generally and, in fact, is presently engaged in consultations 
concerning the precise wording of a proposed revised version of General Program 
Order No. 6, issued by the National Production Authority, entitled ‘Rules Ap- 
plicable to Meetings with Groups of Industry Representatives.’’ Consultation 
on this subject has not been had to any substantial degree with the Federal Trade 
Commission. 

As requested in the final paragraph of your letter, I am enclosing copies of the 
following: 


General Program Order No. 6, Rules Applicable to Meetings with Groups of 

Industry Representatives. 

Form IAC-—2, Request for Formation of Industry Advisory Committee. 

Form JAC-3, Proposed Membership of Industry Advisory Committee. 

Form [AC-—4, Summary of Representativeness of Proposed Committee. 

Form IAC—5, Request for Meeting of Industry Advisory Committee. 

Memorandum dated February 16, 1951, from Administrator to heads of all 
bureaus and offices of the National Production Authority relating to the estab- 
lishment and use of industry advisory committees, 


If you should desire any further information kindly let me know. 
Sincerely yours, 
MANLY FLEISCHMANN, Administrator, 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 877 


Ruies APPLICABLE TO MEETINGS WiTH Groups oF INDUSTRY REPRESENTATIVES 
SECTION 1. PURPOSE 


‘01. The purpose of this order is to prescribe the rules applicable to meetings 
of representatives of the National Production Authority with groups of industry 
representatives as set forth in the Defense Production Act of 1950, and Depart- 
ment of Commerce Order No. 114 applicable to meetings of industry representa- 
tives with National Production Authority officials. 

02. The restrictions put upon such meetings are intended to assure the National 
Production Authority the benefits of a true cross section of industry opinion for 
its assistance in the development and administration of the defense program 
and to assure to industry protection from prosecution under the antitrust laws 
under the rules promulgated by the Attorney General. 

03. The provisions of this order are not to be construed as prohibiting individual 
citizens or groups of citizens from seeking discussions with employees of the 
National Production Authority. 


SECTION 2, DEVICES FOR SECURING ADVICE OF GROUPS OF INDUSTRY REPRESENTA- 
TIVES 


01. Industry Advisory Committees.—If a meeting is called for the purpose of 
considering problems affecting an entire industry, or a segment thereof, or involv- 
ing questions upon which views or recommendations of several segments of the 
industry are desirable, it shall be held with a representative group selected from 
the industry and constituted as an industry advisory committee in accordance 
with Section 3, below. 

02. Informal Conferences.—If a meeting is called merely for the purpose of 
considering or obtaining advice or information on some specialized technical 
problem or for the purpose of preliminary discussions on other problems, an 
informal conference may be held, in accordance with Section 4, below, with a 
group which is not. necessarily representative of the industry. Informal con- 
ferences also may be called at the request of a group not represented by an 
Industry Advisory Committee for such purposes. The holding of such a con- 
ference should not be considered as a substitute for the submission of proposed 
regulations and orders to the full Industry Advisory Committee as required by 
Section 3.05. 

.03 Task Groups.—There are three situations in which so-called ‘‘task groups’ 
will be used. The rules governing their organization and procedure are as follows: 

1. If a special problem requires a considerable amount of time and effort, 
or requires regular advice from industry representatives, a “task group’? may 
be selected by the Division Director as a sub-committee of the Industry 
Advisory Committee and the particular matter referred to them in writing. 
The functions of such group must be advisory only and they are not permitted 
to act or agree to act independently except in making recommendations to 
the National Production Authority. Such meetings must be conducted by a 
government representative in the manner specified in Section 2.02. 

2. Occasionally a special problem will require continuous work of an 
industry group in preparing a recommendation for government action. 
Under such circumstances, if the work can best be conducted at some place 
other than Washington, and it is not convenient to have a government respre- 
sentative present, a task force may be organized with the consent of the 
Office of Saaetry Advisory Committees, and the Office of the General 
Counsel. A letter of instructions must be prepared stating the precise task 
to be accomplished, the members of the group and the fact that their functions 
are solely to prepare a recommendation for government action. The letter 
must in all cases state that under no circumstances will the task force be 
authorized to require information from members of industry who are not 
members of the task force. The procedure here outlined may be followed only 
when the task group’s mission can be substantially completed in one month’s 
time and the group then discontinued. It will be authorized primarily to 
permit the formulation of technical information and data required by the 
government as a guide to proposed action. 

3. When it is proposed to form a task group for similar purposes to those 
specified in Section 2.03-2, but it is anticipated that their activities will 
continue for a period longer than one month, the proposal will be reviewed 
by the Office of the General Counsel and, if approved, will be submitted to 
the Department of Justice for clearance. 





878 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


SECTION 3, PROCEDURE FOR ESTABLISHING AND USING INDUSTRY ADVISORY 
COMMITTEES 


.01 Proposal of a New Industry Advisory Commitiee-——The establishment of 
an industry advisory committee may be proposed by the director of an industry 
division. Such proposal shall be made to the Director of the Office of Industry 
Advisory Committees and shall be accompanied by a memorandum setting forth: 

1. The purposes for which the industry advisory committee is to be 
established. 

2. The name (including first names and _ initials), address, business con- 
nection and position held by each committee member proposed. 

3. A statement, together with fecessary supporting information, that 
the committee, in the opinion of the industry division head, is representative 
of the industry. 

In this connection, the Defense Production Act of 1950 requires that, 
“such business advisory committees shall be appointed as shall be appro- 
priate for purposes of consultation in the formulation of rules, regulations, 
or orders, or amendments thereto issued under authority of this Act, and in 
their formation there shall be fair representation for independent small, 
for medium, and for large business enterprises, for different geographical! 
areas, for trade association members and nonmembers, and for different 
segments of the industry;’’. 

4. The date and time of the first meeting of the committee, the government 
representatives to be requested to attend the meeting and an agenda for 
such meeting. 

5. The memorandum of proposal shall have attached: (a) the nomination 
of the government presiding officer who shall be designated by the industry 
division director and (b) a clearance memorandum from the Office of Smail 
Business. The Office of Small Business memorandum shall be considered 
as evidence that the Office of Small Business has reviewed the proposed 
membership of the industry advisory committee and, in the opinion of the 
Office of Small Business, such committee affords fair representation to 
independent small business enterprises. If the industry division director 
and the Office of Small Business fail to agree on the question of such fair 
representation, the matter shall be referred to the Office of Industry Advisory 
Committees for a decision. 

.02 Approval of a New Industry Advisory Committee.—If the Office of Industry 
Advisory Committees is satisfied that the committee is representative, the com- 
mittee shall be established by the Director of the Office of Industry Advisory 
Committees. In order to make the committee as representative as practicable, 
the Director of the Office of Industry Advisory Committees may change the mem- 
bership of a proposed committee either by adding names to or eliminating names 
from the proposed list; in such event, he shall advise the government presiding 
officer of the changes to be made in order to enable the latter to express his views 
with respect to such changes. Generally, members shall be designated for limited 
terms to permit rotation of membership where this is feasible or desirable. 

.03 Meetings of Industry Advisory Committees.— 

1. Invitations: All invitations to and notices of meetings of any industry 
advisory committee shall be issued to members or others by the Office of 
Industry Advisory Committees upon the receipt of a request for a meeting, 
together with an agenda from the government presiding officer. Only those 
thus invited shall attend meetings. 

2. Refusals: In case any invitations are refused, the government presiding 
officer shall propose such additional members as are necessary to complete 
the membership of the committee. If such additional members are approved 
by the Director of the Office of Industry Advisory Committees, he shall invite 
them to serve on the committee. 

3. Additional Members and Vacancies: Whenever the government presid- 
ing officer believes an additional member should be appointed to a committee 
or that a vacancy should be filled, he may propose a new member. If such 
additional members are approved by the Director of the Office of Industry 
Advisory Committees, he shall invite them to serve on the committee. New 
members shall not be selected in any manner which would give inadequate 
representation to any part of the industry. 

4. Place of Meeting: No meeting shall be held outside Washington unless 
specific written authorization of the Director of the Office of Industry Advisory 

yommittees and of the General Counsel is first obtained. The division 
director should direct all requests for meetings outside Washington to the 
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Director of the Office of Industry Advisory Committees setting forth the cir- 
cumstances justifying an exception from the rule. 

5. Meetings May be Proposed by Members: A meeting of an industry 
advisory committee may be proposed by any three of its members. Such 
proposal should be addressed to the Office of Industry Advisory Committees. 

6. Presiding officer—Minutes: The government presiding officer shall 
preside over ail meetings of a committee. Minutes may be a summary of 
important matters discussed at the meeting and need not be a full steno- 
graphic record. The Director of the Office of Industry Advisory Committees 
shall decide whether minutes should be distributed and, if so, to whom they 
should be distributed. 

7. Special attendance: The government presiding officer may request that 
each member of a committee send a representative or representatives with 
specific qualifications to a particular meeting, or have such a person or persons 
accompany the member to a particular meeting. 

8. Segment attendance: A meeting of a segment or segments of a commit- 
tee may be called to discuss subjects of interest only to the segment or seg- 
ments, provided that the segment of the committee is representative of the 
segment of the industry, or that additional representatives are appointed to 
the segment in order to make it representative. 

04 Limitations on Use of Industry Advisory Committees and the Anti-trust 
Laws.—Industry Advisory Committees are the recognized, official instruments for 
maintaining contact between the National Production Authority and industry on 
all matters relating to the defense program. So long as Industry Advisory Com- 
mittees, duly established and meeting in accordance with this order, limit their 
activities as indicated below in subsections, it is the opinion of the General Counsel 
of the National Production Authority that, in accordance with rules promulgated 
by the Attorney General, no prosecution under the antitrust laws will be instituted 
against them on the basis of such activities. 

1. An Industry Advisory Committee may discuss any subject pertinent to 
the defense program and to the industry involved at a meeting duly called 
a with this order and presided over by a government presiding 
officer. 

2. An Industry Advisory Committee may furnish information, render 
advice, and make recommendations to the government presiding officer when 
requested by him to do so. 

3. An Industry Advisory Committee shall not undertake to determine 
policies for the industry, nor shall its members attempt to compel or coerce 
any person to comply with any request or order made by the government pre- 
siding officer or any public authority, nor shall they reach any agreement or 
understanding among themselves or with the government presiding officer re- 
garding specific action to be taken by the industry, provided, however, that 
agreement on the part of the committee members with respect to reeommenda- 
tions shall not be prohibited. 

.05 Required Use of Industry Advisory Committees.— 

1, Except when such ‘consultation is found by the Administrator to be 
impractical, no new rule, regulation, limitation or conservation order or 
amendment of an existing order which will result in a substantial change in 
the rate of operations of an industry shall be submitted for clearance without 
prior consultation with the proper Industry Advisory Committee or Com- 
mittees of the industries to be affected. Every attempt should be made to 
consult the Industry Advisory Committee as early in the development of an 
order as is practicable. 

2. Whenever it is the opinion of the appropriate division director responsible 
for the preparation and circulation of a proposed order that its unusually con- 
fidential character or the necessity for speed requires the circulation or issu- 
ance of an order of the type described in Section 3.05-1, without consultation 
with the industries affected, he should state the reasons in writing to the 
appropriate bureau director to which he reports, who will then decide whether 
to recommend to the Administrator that an exception to the rule be allowed, 
and the order be issued without consultation. 

3. In any case in which an order of the type described in Section 3.05-1, is 
proposed by the division to which the industries substantially affected are 
assigned, it shall he the responsibility of that division to effect the necessary 
consultation with the proper industry advisory committee or committees. 
In any case in which the division sponsoring the order does not. have assigned 
to it the industries which will be substantially affected, it shall be the re- 
sponsibility of the sponsoring division to notify the appropriate officials of the 
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division to which the industries are assigned to arrange for the consultation 
with industry, and provide the representatives of the division sponsoring the 
order with an opportunity to present the order and a statement of its basis 
to the industry committee convening for that purpose. 

4. The manner of presentation of the proposed order to the industry 
committee consulted shall be in the discretion of the division sponsoring 
the order, i. e., whether or not the matter shall be handled by statement and 
oral discussions. 


SECTION 4. PROCEDURE FOR CALLING .INFORMAL CONFERENCES 


.01 An informal conference as defined ‘tn Section 2.02 may be authorized by a 
division director. Minutes shall be kept and the summary or minutes shall be 
filed with the Office of Industry Advisory Committees within five days after the 
adjournment of the conference. If the problem under consideration concerns 
more than one division, in arranging an informal conference the director of the 
sponsoring division shall be guided by the provisions in Section 3.05-3 covering 
committee meetings. 


SECTION 5. PUBLICITY REGARDING MEETINGS WITH INDUSTRY REPRESENTATIVES 


.01 It shall be the responsibility of the Office of Public Information to make 
public information relating to any proposed meeting with industry representatives 
and information regarding such meetings. 


SECTION 6. ATTENDANCE BY NATIONAL PRODUCTION AUTHORITY OFFICIALS AT 
MEETINGS CALLED BY INDUSTRY 


.01 No representative of the National Production Authority shall attend any 
meeting called by a trade association or any other industry organization or group 
of industry representatives unless the meeting is a sizeable one to which all 
members of the trade in the vicinity are invited or would be admitted, or unless 
the meeting is public in character. Speeches or remarks made at such meetings by 
representatives of the National Production Authority shall be designated by the 
persons making them as wholly unofficial unless otherwise authorized by the 
Administrator and the Office of Public Information. No representative of the 
National Production Authority shall attend any informal meeting of limited 
attendance called by industry representatives. 


em 
port ix SECTION 7. COMPENSATION AND EXPENSES 


.01 The National Production Authority will not pay any compensation to, or 
the expenses of, any committee member. 
SECTION 8. ORDERS SUPERSEDED 


.01 This order supersedes memorandum of May 24, 1950 from Earl W. Clark, 
Special Assistant to the Secretary, addressed to heads of bureaus and officials, 
insofar as the establishment and operation of National Production Authority 
industry advisory committees are concerned. 


SECTION 9. EFFECTIVE DATE 
.01 This order is effective December 18, 1950. 
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Form taC=2 U. S. DEPARTMENT OF COMMERCE 
(s-22-51) NATIONAL PRODUCTION AUTHORITY 
OPPICE OF INDUSTRY ADVISORY COMMITTEES 


REQUEST FOR FORMATION OF INDUSTRY ADVISORY COMMITTEE 
(Sebsit in duplicate) 


Date 


. Director 
Office of Industry Advisory Coamittees 


Director 
Division 


SUBJECT: Formation of the 
Industry Advisory Committee 


Pursuant to General Program Order No. 6, I request the formation of the subject industry advisory 
committee and the appointment of the proposed members thereof, It is requested that the committee men- 
bers be appointed for a tere ending eee, 


I nominate 
as Government Presiding Officer for the proposed committee 


This committee is being formed for the specific purpose of considering the following immediate 
problems: 


(If more apace is needed, continue on reverse side) 


I certify that the committee as proposed is in my judgment truly representative of the industry 
and recommend your epprovel of the organization of the committee and the appointment of the proposed 
peabers. 

The following memoranda are attached in duplicate: 


+ Proposed Membership of the Committee 
. Summary of Representativeness 

+ Clearance of Office of Small Business 
. Request for Meeting and Agenda 


DO MOT WRITE IM SPACE BELOW 


Approval Recommended: 
Industry Committee Advisor 


Approved . Director Date 
Office of Industry Advisor 


COMM-DC- 7614 
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Form 1AC~3 U. S. DEPARTMENT OF COMMERCE 
(1-22-61) NATIONAL PRODUCTION AUTHORITY 
OFFICE OF INDUSTRY ADVISORY COMMITTEES 


PROPOSED MEMBERSHIP OF INDUSTRY “ADVISORY COMMITTEE 


INDUSTRY ADVISORY COMMITTEE 


(L) Lanes 
(Mm) meolum 
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rorw 1AC-8 U. S. DEPARTMENT OF COMMERCE 
(1-22-59) NATIONAL PRODUCTION AUTHORITY 
OFFICE OF INDUSTRY ADVISORY COMMITTEES 


SUMMARY OF REPRESENTATIVENESS OF PROPOSED COMMITTEE 


TOTAL MO. OF COMPANIES in 
THE mousTRY 
HUMBER OW PERCENTAGE OF 
gaat Tree wemecnsnie 2 


Size 
LARGE (Over 
mMEOiUuM ¢ 


SMALL (Under 


LOCATION 


1 Use any one “yardstick” available frow sources euch as Census reports, etc. Typical examples would be: iadus- 
try’s production in tons per year, éoller voluse distributes by industry ansuelly, susber of locas operated by 
the industry, total seeder of eaployees, etc. Sane yardstick sust be used throughost. 

7 Percentages in colese (¢) should approximate those in sane line of colume (a) but confore to MPA policy of 
than proportional] representation for small, independent companies. Exceptions sust be fully 
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Fromm 1AC-S U. S, DEPARTMENT OF COMMERCE 
(1-22-51) NATIONAL PRODUCTION AUTHORITY 
OFFICE OF INDUSTRY ADVISORY COMMITTEES 


REQUEST FOR MEETING OF INDUSTRY ‘ADVISORY COMMITTEE 


on 


Date 


, Director 
Office of Industry Advisory Committees 


Government Presiding Officer 


SUBJECT: Request for meeting of 
Industry Advisory Committees 


Time 
(Meetings gust be scheduled two (2) weeks in advance) 
The purpose of the meeting is to secure information and recommendations from the committee on 


the agenda items listed on the reverse side of this memorandum. Invitations with a copy of the agenda 
should be sent to the committee members as well as to the Government representatives listed below: 


‘ PROPOSED GOVERNMENT REPRESENTATIVES 


ATTENDANCE 
REQUESTED FOR 
AGENDA (TEM NO. 


WOT WRITE IN SPACE : 


Approvel recommended Approved 


Committee Adtisor 
COMM- 9C- 7617 Please continue on reverse side 
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Fespruary 16, 1951. 
Memorandum. 


For: Heads of all bureaus and offices of the National Production Authority. 
From: Manly Fleischmann, Administrator. 

This will confirm my comments made at yesterday’s staff meeting of division 
directors when I discussed some matters relating to the establishment and use of 
industry advisory committees. 

1, Our own experience and that of the former War Production Board indicate 
that it is desirable to confine industry advisory committee membership to persons 
directly engaged in a business or industrial enterprise. 

2. It has been called to my attention that the rule against unauthorized attend- 
ance at industry advisory committee meetings is not being respected and, in 
particular, that trade-association executives are frequently attending such meet- 
ings without official permission or invitation. This will inevitably lead to charges 
of favoritism, and the practice cannot be continued. In the future, attendance 
must be limited to members of the committees and authorized Government per- 
sonnel. Exceptions to this rule will be made only by Mr. Ireland or myself after 
arrangements are made through the Office of Industry Advisory Committees. 

3. The establishment of industry advisory committees, extending invitations 
to serve as members of such committees, and extending invitations to attend 
meetings are the responsibility of the Office of Industry Advisory Committees. 
To avoid misunderstandings and confusion, invitations should not be extended 
by other officials. 

4. I have asked the Office of Industry Advisory Committees to arrange a series 
of meetings with groups of division personnel in order to discuss and explain the 
ground rules that should guide us in establishing and using industry advisory 
committees. 

5. I have also asked the Office of Industry Advisory Committees to review, 
as soon as possible, the committees already established to be certain that they 
are properly representative. Many existing committees are too large. Future 
committees should be smaller. 

6. Industry advisory committees are one of the National Production Author- 
ity’s major sources of advice. As the impact of the defense program becomes 
greater and as the work of the National Production Authority increases, it will 
be necessary to create many additional committees. It is important that their 
establishment and use be such as to promote free discussion among all members 
of a committee and to engender general public confidence in our activities. 


(The National Production Authority advised that it had formed 
387 industry advisory committees as of June 6, 1951, and that 407 
meetings of these committees have been held since October 1950. A 
list of these committees and the members is on file with the Banking 
and Currency Committee of the Senate.) 

May 8, 1951. 
Hon. MANLY FLEISCHMANN, 
National Production Authority, Department of Commerce, 
Washington, D. C. 

Dear Mr. FieiscuMann: In considering the extension of the Defense Produc- 
tion Act of 1950, the committee is interested in having information on the opera- 
tions of the industry advisory groups that have been utilized in accordance with 
provisions of the act by your agency. I am putting these questions in a letter 
rather than at a hearing as I am sure you would want to consult with staff members 
to provide the committee with full information. 

1. Do you feel that the industry advisory groups are working as effectively as 
they should? 

2. Could section 404 be altered in any way to facilitate these industry consulta- 
tions? . 

3. What does NPA feel are the problems encountered in working with these 
groups? 

4. Are trade-association executives, as such, members of industry advisory 

groups? Would it be feasible to have a paid industry association member present 
if only as an observer? Might this serve as a protection for small business in a 
given industry? 
_ 5. Are these associations generally in a position to furnish factual data as to 
industry capacity, historical operating procedures such as accounting methods, 
requirements for materials and manpower? Where at present is your agency 
obtaining this information? 
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6. Have you consulted with the Department of Justice on the functioning of 
these groups? If so, to what extent? With the Federal Trade Commission? 

The committee would like to have copies of any policy statement that the Na- 
tional Production Authority has made as to the membership of these groups, 
how they are chosen, who is eligible, how small business is included, etc. 

With many thanks, 

Sincerely, 
Burnet R. MaysBank, Chairman. 


Untrep States DEPARTMENT OF COMMERCE, 
BurREAU OF ForREIGN AND Domestic COMMERCE, 
Orrick or INDUSTRY AND COMMERCE, 
Washington, D. C., May 21, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 


Dear Mr. CuatrMAN: To supplement my letter of May 14, concerning industry 
advisory groups, a survey of representative national trade associations within the 
past few days indicates that, as to questions 4 and 5: 

1, The industry divisions (and industry specialists) in all Government agencies 
welcome the helpful assistance of national and local associations of businessmen 
in dealing with national defense programs. 

2. Some, but seemingly not all, defense agencies have decided to bar association 
executives from one particular phase of Government-business cooperative en- 
deavors; attendance at formal meetings of each industry’s advisory committee 
(whether members, observers, or consultants). 

(a) Only a very small percent of associations desire membership. 

(6) A minority of association executives are entirely satisfied with the present 
complete exclusion from advisory committees. (Seemingly, such associations 
are usually in industries where a few very large firms are dominant.) 

(c) A majority of association executives are strongly opposed to any govern- 
mental bar to association executives, as such—for example, that of being barred 
as observers or consultants at advisory committee meetings. (Especially is this 
true in industries where small business has an important share of the volume; 
with a large number of widely scattered units.) 

(d) Most associations this Division has dealt with appear to have this view— 
that whether or not the association executive could be present should be decided 
upon by the advisory committee itself, subject to being overruled in unusual 
cases by the committee chairman (a Government official). 

Among the principal reasons the associations have given me for favoring the 
presence of an association executive at all, or many, of the committee meetings 
of each industry are that, as a general rule— 

1. The association executive has a far better Nation-wide knowledge of the 
whole industry (past and present) than the representatives from individual 
companies. 

2. The executive has a greater long-range concern about the small-business 
units of the industry. Furthermore, in World War II, many small-business 
committee members soon found it impossible to stand the expense of frequent 
visits to Washington. 

3. Without the presence of the executive and his skilled reporting experience 
and dissemination facilities, only those companies represented at each meeting 
will have full details concerning the highly valuable information on current pro- 
grams there presented and discussed. Associations will gladly arrange to send 
detailed reports on the meetings (after obtaining Government clearance) to 
every firm in the industry, member or not. 

4. National associations, in the majority of cases, can furnish at once, or can 
quickly secure, the types of factual data referred to in question 5 of your letter to 
Mr. DiSalle. In most manufacturing industries one national association is 
recognized as the industry’s principal fact gatherer and economic spokesman. 
Only occasionally are there several full-purpose national associations in a single 
industry. 

The attached 700-page National Associations of the United States, was prepared 
in this Division and issued by the Department of Commerce in early 1950. Of the 
4,000 organizations included, about 800 are national associations of manufacturers. 
They are the spokesmen for the Nation’s 305,000 manufacturing firms. (The 
War Production Board’s total of advisory committees was almost 800; NPA’s 
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present total of about 300 may finally rise to 700 to 800.) Authorizative data on 
trade associations can be secured from the four leading centers of information 
described on page 622: ATAE, National Chamber, NIC, and this Division. (As 
to legal problems of associations, the American Bar Association has a special 
committee.) 

The above thoughts on advisory committees are those of the majority of 
associations contacted. As to the value of associations in other respects, my views 
are perhaps biased by the fact that I have had my present Government position 
for 20 years and my experiences with most associations cause me to appreciate 
their outstanding value in Government-business relationships. Also, they 
generally provide—in conventions, conferences, committee meetings, etc.—the 
only means whereby the small business firm can work on fairly equal terms with 
large units. 

Sincerely yours, 
Jay JUDKINS, 
Chief, Trade Association, Division. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, D. C., June 6, 1951. 
Hon. Burnet R. Maysanr, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


My Dear Senator: Further reference is made to your letter of May 8, 1951, 
to the Attorney General, in which you enclosed a copy of a letter to the Office 
of Price Stabilization and to the National Production Authority relating to in- 
dustry advisory groups. In your letter to us, you requested any comments we 
might care to make in respect of the questions which you presented to the Office 
of Price Stabilization and the National Production Authority. 

Subsequent to the enactment of the Defense Production Act, this Department 
formulated and issued to departments and agencies charged with defense functions 
minimum requirements for the organization and operation of industry advisory 
committees. The letter containing these requirements, a copy of which is at- 
tached hereto, set forth certain minimum antitrust standards to be observed in 
the establishment and operation of advisory groups. Generally, these require- 
ments are that the agenda for committee meetings must be initiated and formu- 
lated by the Government, that meetings must be called by and under the chair- 
manship of full-time Government officials, that full and complete minutes of each 
meeting must be kept, and that the committees’ functions must be purely advisory. 

Subsequent to the issuance of this !etter, it came to our attention that some of 
the defense mobilization agencies were permitting practices with regard to ad- 
visory committees which were inconsistent with the terms of our letter. Accord- 
ingly, on March 15, 1951, in a letter from Mr. H. G. Morison, Assistant Attorney 
General,Antitrust Division, to defense mobilization officials, this Department 
called attention to these impfoper practices and requested that steps be taken to 
make industry advisory committee procedures comply with the Department’s 
criteria. A copy of this letter is also attached. Since that time, the Antitrust 
Division has been devoting attention to obtaining the issuance by mobilization 
agencies of regulations which conform to the basic requirements of section 701 (b) 
(ii) of the Defense Production Act and of our letter. 

In the course of considering the general problem of the effective utilization of 
industry advisory groups, we have also given careful attention to the proper place 
which trade association executives should occupy in connection with the exercise 
of the powers granted under the Defense Production Act. 

In our opinion, the question whether trade association executives should par- 
ticipate in the activities of industry advisory groups, either as members or ob- 
servers, should be resolved in the light of the purpose for which such committees 
are used. The purpose of industry advisory groups is to supply responsible 
Government officials with advice and recommendations, and that purpose appears 
to be clearly set forth in the Defense Production Act (sec. 404, 701 (b) (ii)). In 
other words, committee activities are solely aimed at assisting Government 
representatives to perform their governmental responsibilities. 

In this concept of the function of advisory committees, it seems clear that the 
qualification for membership on such a committee must be that the member is 
actively engaged in this industry concerned. Thus, the fact that a prospective 
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member is also an officer of a trade association in no way disqualifies him for 
membership, so long as he is actively engaged in the industry. 

We appreciate the fact that trade associations may render valuable and bene- 
ficial services to the business community and to their members. However, in 
approximately 30 percent of the cases which this Department has filed under the 
antitrust laws since July 1, 1948, trade associations and trade association execu- 
tives were named as defendants. These cases reveal that, within the organiza- 
tional framework of trade associations and by virtue of the activities of trade 
association executives, programs can be carried out which have illegal objectives 
or which involve illegal methods. “ 

In our view, if trade association executives are permitted to take part in indus- 
try advisory committee activities, eithé? as members or observers, they may be 
in a position to create an atmosphere in which the interests of special groups, 
rather than those of the public, would become paramount. 

Further, it is our belief that those Government officials charged with defense 
mobilization functions should properly obtain such industry information as js 
required for the operation of our defense program through direct consultatio: 
with executives of industry or from such trade associations as may have the 
information rather than through the participation of the latter in industry ad- 
visory committees. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


OcToBER 19, 1950. 
The honorable the SEcrETARY OF COMMERCE, 
Washington, D. C. 

My Dear Mr. Secretary: In several instances various Government depart- 
ments have requested the views of the Department of Justice with respect to 
whether participation by members of an industry in the activities of industry 
advisory committees would be considered a violation of the antitrust laws. In 
view of the recent increase in the number of such requests, it is felt that a state- 
ment of the Department’s position in this regard might be helpful. 

As a general matter we are of the view that the decision as to the necessity for 
the formation of industry committees to advise a Government department, and the 
responsibility for their formation, rests with the specific department. However, 
in organizing such committees, there are certain requirements which should be 
met in order to minimize the possibility of violation of the antitrust laws. Briefly 
stated these requirements are— 

(1) There must be statutory authority for the employment of such com- 
mittees or there must be an administrative finding that it is necessary to 
utilize such committees to perform certain statutory duties. 

(2) The agenda for such committees and their meetings must be initiated 
and formulated by the Government. 

(3) The meetings to be held must be at the call of and under the chair- 
manship of full-time Government officials. ‘ 

(4) Full and complete minutes of each meeting must be kept. 

(5) The functions of such committees must be purely advisory and any 
determinations of action to be taken must be made solely by Government 
representatives. 

So long as the activities of industry advisory committees are carried on within 
these limitations, we would not view the activities as constituting an independent 
violation of the antitrust laws. We wish to emphasize, however, and it should 
be made clear to participants in such activities, that the Department of Justice 
retains complete freedom to institute proceedings, either civil or criminal, or both, 
in the event that any particular plan or course of action is used to accomplish 
unlawful private ends. Further, this Department retains full freedom to institute 
civil actions to enjoin continuance of any acts or practices found not to be in the 
public interest and persisted in after notice to desist. 

Yours sincerely, 

Peyton Forp, 
Deputy Attorney General. 


This letter also sent on October 19, 1950, to the following: 
Chairman, National Security Resources Board 
Secretary of the Interior 
Secretary of Agriculture 
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Secretary of Defense 

Secretary of the Army 

Secretary of the Nav 

Secretary of the Air Force 

Secretary of Labor 

Chairman, Board of Governors of the Federal Reserve System 
Chairman, Board of Directors, Reconstruction Finance Corporation 
Administrator, Housing and Home Finance Agency 

Chairman, Interstate Commerce Commission 

Administrator, General Services Administration 

This letter sent on November 7, 1950, to Administrator, Economic Stabiliza- 
tion Agency. 

This letter sent on November 13, 1950, to Commissioner, Atomic Energy 
Commission. 

Marcu 15, 1951. 
The honorable the SecrETARY or COMMERCE, 
Washington, D. C. 

My Dear Mr. Secretary: This Department is concerned by the many com- 
plaints it has received from business firms relative to the manner in which Gov- 
ernment departments and agencies have utilized and conducted business advisory 
committees since the enactment of the Defense Production Act of 1950. These 
complaints disclose that many business advisory committees, in their formation 
and in their operation, violate both the letter and spirit of the letter addressed to 
you on October 19, 1950, by Deputy Attorney General Ford. We believe that 
only by the strict observance of these minimum requirements will it be possible 
for the Government to secure the continued cooperation and participation of 
private industry in this activity which is so essential to the success of the defense 
program, 

Our attention has been directed to the following improper practices in which 
such committees have engaged: 

(a) Committees have met without the benefit of a Government chairman; 

(b) Government representatives have lacked proper qualifications; 

(c) Agenda have been prepared and meetings have been called by industry 
rather than by the department or agency concerned; 

(d) Subcommittees, panels, and other subgroups have not adhered to the 
requirements established for the full committees; 

(e) The requirements with reference to committee representation set forth in 
section 701 (b) (ii) of the Defense Production Act have not been met; and 

(f) Many of the committees, rather than being advisory, have in fact made 
decisions and exercised functions which properly should reside exclusively in 
Government Officials. 

As we have indicated above, we consider that the requirements as to com- 
mittees are also applicable to subcommittees, panels, and other subgroups and, 
further, that committee membership should be limited to business enterprises 
actually engaged in the industry concerned. 

We urge that your Department promulgate regulations which conform to the 
basic requirements set forth in the Defense Production Act and in our letter of 
October 19, 1950, as well as in this communication. It is suggested that you 
confer with the Antitrust Division in the formulation of such regulations. This 
Division will also be pleased to discuss specific problems which may arise in the 
administration of your business advisory committee program. 

Sincerely yours, 
H. G. Morison, 
Assistant Attorney General. 
This letter also sent to the following: 
Chairman, National Security Resources Board 
Secretary of the Interior 
Secretary of Agriculture 
Secretary of Defense 
Secretary of the Army 
Secretary of the Navy 
Secretary of the Air Force 
Secretary of Labor 
Chairman, Board of Governors, Federal Reserve System 
Chairman, Board of Directors, Reconstruction Finance Corporation 
Administrator, Housing and Home Finance Agency 
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Chairman, Interstate Commerce Commission 
Administrator, General Services Administration 
Administrator, Economic Stabilization Agency 
Chairman, Atomic Energy Commission 


Orrice oF Price STABILIZATION, 
Washington 25, D. C., May 28, 1951. 
Hon. Burnet R. MayBAnk, : 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washingtont25, D. C. 


Dear SenaToR MayBank: I am glad to have your letter of May 8, 1951, in 
which you raise several questions regarding the industry advisory committee 
program of the Office of Price Stabilization. Your questions show an under- 
standing of the problems of industry and Government in operating this program. 
I have given careful consideration to your numbered inquiries and my replies are 
as follows: 

1. Though the Office of Price Stabilization has been in operation for a short 
period, it is our ooo that industry advisory committees are working extraor- 
dinarily well. e have been obliged to recruit personnel, organize and operate 
all at the same time, and we believe that our industry committees have contributed 
invaluable advice and recommendations during this time of emergency. We note 
improvement daily. The conference tables tend more and more to become 
“round” as everyone senses his responsibility as a part of the Government, instead 
of ‘“‘square” with Government on one side and industry on the other. Obviously, 
the responsibility for reaching final decisions must rest with the agency and can- 
not be diluted or shared with individuals or groups who are not charged with 
responsibility under the act. On the other hand, within the limitations of a 
function which Congress has clearly indicated to be advisory, we believe our 
committees will continue to render increasingly valuable service. 

2. After due consideration, we believe that section 404 of the Defense Produc. 
tion Act of 1950 does not need to be altered. 

3. Most of the problems encountered in working with these committees derive 
from a misunderstanding of what committees are. A committee is not an in- 
dustry group to form a solid front for securing higher prices or favored treatment 
for themselves. A committee meeting is not the place to bring the needed adjust- 
ments of individual firms which may be represented on the committee. A com- 
mittee does not provide a form to settle disputes between rival trade associations, 
between buyers and sellers, or a place to deepen or cure traditional antipathies 
within the industry itself. A committee is a group of men, not of firms, carefully 
chosen to be representative of the entire industry, to bring to this agency the full- 
est possible understanding of the operation of the industry. In that way, any 
price regulation we may issue within the confines of stabilization policy, modified 
to the extent possible as a result of their advice, can slip on to the industry with the 
least possible disturbance to it and with the greatest possible chance of full com- 
pliance, to the end that prices are stabilized. Most of the problems on the way 
to mutual understanding, as you can see, are human problems and grow less and 
less as we work together and as both the committee and the agency become bet- 
ter equipped to develop consistent and effective Government controls. 

4. Full-time trade association executives, as such, are not members of industry 
advisory committees. Many of them would refuse to be. The Department of 
Justice does not look with favor upon their being members. We do not exclude 
them any more than we exclude the paid officials of other specialized groups 
affected by price regulations. Eligibility for membership on our committees is 
inclusive rather than exclusive. embers must be presently employed ‘“‘with 
.a firm in the business or industry affected, in a supervisory; managerial or tech- 
nical capacity related to the production, distribution, or use of a material or 
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service.” Elected officers of trade associations, eligible by this standard, are 
frequently Sppeinted to membership. 

Attendance at meetings is confined to committee members and qualified 
personnel from this agency and other agencies of Government who participate in 
the meeting. We do not permit any observers to attend. We want from each 
committee member his best special knowledge and experience and judgment on 
matters pertaining to the industry asa whole. If one paid advocate were present, 
all would have to be, since we cannot administer a discriminatory policy. In one 
instance, as many as 18 paid officials could claim the right to attend. There 
would soon be destroyed the free give and take between men who actually must 
live with the regulations and the men who must write them. 

Trade association officials have been very helpful in making nominations to our 
committees and we work closely with them in all aspects of our work. We often 
arrange for meetings of association committees, as such, and receive their advice. 

In our opinion, small business is more adequately protected by having a fair 
representation of small firms appointed to each committee than by having present 
at meetings professional advocates, often for the largest firms in the business. 
The representatives of small business on our committees are frequently the 
nonmembers of trade associations required by law, not nominated by trade 
associations at all, and they prefer to speak for themselves. It is the business of 
the staff of this agency representing the Government of the United States to 
protect the interests of small business at all times, in meetings and out. 

5. The associations are generous in furnishing data on industrial capacity, 
historical operating procedures, etc. Of course, the comprehensiveness of these 
data varies greatly among associations so that while we are glad at all times to 
accept whatever data they offer, we must make the decision as to how much can 
be utilized, taking into account data which are collected by our own cost ac- 
countants and our economists. , 

Trade association officials are welcome at all times, as are individual members 
of industry and other affected groups, to present their specialized information 
and their opinions, A small group of leading trade association officials meets 
with me from time to time to present to me the problems related to our work 
that face trade associations as a whole, and to secure for the Government the 
best possible cooperation in the promulgation and administration of our regula- 
tions. I have found these meetings among the most helpful that I have had 
during my administration. 

6. The Office of Price Stabilization has daily contact with the Department of 
Justice. When our Price Procedural Regulation No. 2 governing industry ad- 
visory committees was drafted, it was cleared with members of the Antitrust 
Division. A lawyer from the Office of the Chief Counsel has been assigned to 
the Office of Industry Advisory Committees to protect industry from the dangers 
of antitrust procedures and at the same time to uphold the Department of Justice 
in its responsibilities. Furthermore, this agency has also consulted with the 
Federal Trade Commission regarding matters within its jurisdiction. 

In accordance with your request, I am pleased to enclose copies of the two 
procedures, Price Procedural Regulation No. 2, published in the Federal Register, 
and Administrative Order No. 21 for internal use in this agency. They will show 
you with what care we set up our committees to make them truly representative. 
Under these oman peg we have to this date appointed 235 committees with 137 
in process of formation. 

f there is further information which you desire regarding industry advisory 
committees, or other matters relating to the Office of Price Stabilization, do not 
hesitate to communicate with me at once. 

With best wishes, 

Sincerely yours, 
Micwagt V. DiSat.e, 
Director, Office of Price Stabilization. 


83762—51—pt. 1——-57 
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PPR 2 
Fes. 7, 195) 
OFFICE OF PRICE STABILIZATION 


TitLe 32A—NatTIONAL DEFENSE, APPENDIX 
Chapter I1I—Office of Price Stabilization, Economic Stabilization Agency 
[PPR 2] 


InpustryY ApvisorRY COMMITTEES APPOINTED UNDER THE DEFENSE PRODUCTION 
Act or..1950 


Pursuant to the Defense Production Act of 1950 (Pub. Law 774, 8ist Cong.) 
Executive Order 10161 (15 F. R. 6105), and Economie Stabilization Agency 
General Order 2 (16 F. R. 738), the following rules are set forth for the appoint- 


ment and administration of Industry Advisory Committees. 


GENERAL 

Sec. 

1, Purpose. 

2. Functions. 

3. Meaning of ‘‘business”’ or ‘“‘industry’’. 


APPOINTMENTS 


4. Time of appointment. 

5. Composition of Committers, 

6. National or Regional Committees. 

7. Eligibility for Committee membership. 
8. Appointment of Committee members. 

9. A}teration of Committees. 

0. Maintenance of adequate membership. 


APPOINTMENTS—continued 


. Disbandment of a Committee. 
. Appointment of Subcommittees. 


MEETINGS 


3. The call. 

. The place. 

. Attendance. 

5. Chairmanship. 

. Agenda. 

. Reeords of meetings. 

. Compensation and expenses 
. Subcommittee meetings. 


AvuTHority: Sections 1 to 20 issued under sec. 704, Pub. Law 774, 8ist Cong. Interpret or apply Title 


IV, Pub. Law 774, 8ist Cong., E. O. 10161, Sept. 9, 1950, 15 F. R. 6105, and E. 8. A. G. O. 2, Jan. 24, 1951, 
16 F. R. 738. 


GENERAL 


Section 1. Purpose. Industry Advisory Committees serve an important and 
useful purpose in consulting with and advising the Director of Price Stabilization 
in regard to industry and business matters which should be considered by him in 
the preparation, issuance, and modification of price regulations and orders. By 
using such committees, business and industry and the Office of Price Stabilization 
can easily exchange views and discuss problems of mutual interest in connection 
with the stabilization of prices. 

Src. 2. Functions. Industry Advisory Committees function only in an advisory 
capacity, and shall confine their activities to the providing of information, advice 
and recommendations. All decisions with regard to price controls and the 
carrying out of such decisions shall remain the sole responsibility and within the 
sole authority of the Office of Price Stabilization. In addition to consultation 
with Industry Advisory Committees the Office of Price Stabilization may from 
time to time consult with such other persons or groups of persons, including 
trade associations, as it may deem appropriate or desirable. 

Sec. 3. Meaning of “business’’ or “‘industry.’’ The determination as to what 
constitutes a ‘‘business”’ or “industry’’ within the meaning of this regulation will 
be made by the Director of Price Stabilization in the light of the relevant circum- 
stances. The appropriate considerations in such a determination will be those 
which will insure to the persons substantially affected by ceiling price regulations 
or orders a means of consultation and recommendation, but which will at the 
same time permit a workable framework for such consultation and recommenda- 
tion, taking into account the organization of the Office of Price Stabiiization, 
An undue multiplicity of committees will be avoided. 


APPOINTMENTS 


Sec. 4. Time of appointment. From time to time, as the need arises and as far 
as practicable, the Director of Price Stabilization will appoint appropriate Industry 
Advisory Committees, representative of any business or industry with regard to 
which the preparation or issuance of a ceiling price regulation or order, is being 
contemplated or considered. 

Sec. 5. Composition of Committees. The Director of Price Stabilization shall 
select the members of each Industry Advisory Committee in a way to assure fair 
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representation for independent small, for medium and for large business enter- 
prises, for different geographical areas, for trade association members and non- 
members, and for different segments of the business or industry affected. 

Sec. 6. National or Regional Committees. The Director of Price Stabilization 
will appoint Industry Advisory Committees on a national or regional basis, as he 
deems desirable or appropriate. 

Sec. 7. Eligibility for Committee membership. Eligibility for membership on 
Industry Advisory Committees shall be determined by present employment with 
a firm in the business or industry affected, in a supervisory, managerial or technical 
capacity related to the production, distribution, or use of a material or service. 

Sec, 8. Appointment of Committee members. Appointment of Industry Advisory 
Committee members shall be by letter from the Director of Price Stabilization. 
This letter will contain the names of all members of the Committee. At the time 
of the appointment of the Committee a press release will be issued publicly 
announcing such appointment. 

Sec. 9. Alteration of Committees. The Director of Price Stabilization may from 
time to time in his discretion enlarge, reduce or change the membership of an 
Industry Advisory Committee. 

Sec. 10. Maintenance of adequate membership. Industry Advisory Committees 
shall be kept staffed with full membership at all times. A vacancy shall be filled 
promptly by a person with as nearly the same business or industrial background 
as the person he is replacing, keeping in mind the requirements of Sec. 5. 

Suc. 11. Disbandment of a Commitiee. Whenever the Director of Price Stabili- 
zation finds that an Industry Advisory Committee has accomplished its purpose, 
or whenever he deems it desirable, he will order the disbandment of the Committee. 

Src. 12. Appointment of Subcommittees. The Director of Price Stabilization 
may appoint Subcommittees of an Industry Advisory Committee for the purpose 
of considering problems of a specialized or technical nature in the business or 
industry represented by the Committee, or for the purpose of handling special 
and non-recurring tasks. A Committee may request the appointment of a Sub- 
comnittee. The Director of Price Stabilization may appoint to Subcommittees 
persons who are not me:nbers of the Committee. 


MEETINGS 


Sec. 13. The call. When the Director of Price Stabilization desires that an 
Industry Advisory Committee be called, he shall issue an invitation sufficiently 
in advance to enable the members of the Committee to make arrangements to 
attend and to permit time for prior consideration of the issues involved. The 
Director of Price Stabilization may call a meeting when requested by three Com- 
mittee members, if he deems it desirable. 
Sec. 14. The place. Unless otherwise specified by the Director of Price Stabili- 
zation, all meetings shall be held in Washington, D. C. and shall be under his 
supervision. 
Sec. 15. Allendance. Attendance at Industry Advisory Committee meetings 
shall be limited as follows: 
(a) Members of the Committee. No alternates will be permitted. 
(b) Representatives of the Office of Price Stabilization and representatives of 
other Government agencies invited by the Director of Price Stabilization. 
(c) Any other persons who may be invited by the Director of Price Stabili- 
zation. Nv business or industry representatives, except members of, the Com- 
mittee, shall be permitted to attend unless invited by the Director of Price 
Stabilization. 
Sec. 16. Chairmanship. The Director of Price Stabilization or his representa- 
tive shall act as Chairman of each Industry Advisory Committee and shall pre- 
side over all Committee meetings. 
Sec. 17. Agenda. The agenda for each meeting shall be initiated by the Direc- 
tor of Price Stabilization or his representative, and so far as practicable,shall 
be forwarded to the Committee in advance of the meeting. 
ae Sec. 18. Records of meetings. Full and complete minutes shall be kept of the 
re proceedings and a record shall be made of those in attendance at each meeting. 
1 to A summary report of the meeting shall be mailed to Industry Advisory ( ommittee 
ing thembers as expeditiously as possible, unless the Director of Price Stabilization 

or his representative determines otherwise, after consultation with the Committee. 
hall Sec. 19, Compensation and expenses. The Office of Price Stabilization shall 
fair not pay any compensation or reimbursement of expenses to any members of 
: Industry Advisory Committees. 
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Sec. 20. Subcommitiee meetings. Subcommittees shall have as their chairme, 
representatives of the Office of Price Stabilization designated by the Director. 
Meetings of a Subcommittee shall be held at the call of the chairman and complete 
minutes of the meeting shall be kept. Upon the conclusion of its consideration 
of each matter referred to it by an Industry Advisory Committee, the Sub- 
committee shall submit its views and conclusions and recommendations thereon 
in writing to the Committee. 

Effective date. This regulation is effective immediately. 


Micuag. V. DiSaA.ze, 


Director of Price Stabilization. 
Fesruary 7, 1951. mn 


Economic StTaBiLizaTIon AGENCY 
Orrice oF Price STaBiLizaTION 
WASHINGTON 25, D. C., MARCH 12, 1951 
ADMINISTRATIVE ORDER 21 


ESTABLISHMENT AND OPERATIONS OF INDUSTRY ADVISORY COMMITTEES 
1, Purpose 


1.1 This order prescribes rules for the establishment and operation of industry 
advisory committees as provided for in the Defense Production Act of 1950, and 
Price Procedural Regulation No. 2. 

a. The director of the office of industry advisory committees shall indicate 
during the clearance of a proposed om action whether or not an industry ad- 
visory committee has been consulted. 

1.2 This order applies to all industry advisory committees. Regional and 
district offices shall not establish industry advisory committees unless they are 
specifically authorized to do so by (a) the director of the office of industry advisory 
committees, or (b) field operating instructions approved by the director of the 
office of industry advisory committees. Such committees as may be authorized 
shall be established and administered in acoerdance with this order substituting 
the terms “regional director’’ or “district director’’ for the terms “price executive’ 
or “division director’ as the case may be. 

1.3 Part II of this order also applies to any conferences with industry held to 
satisfy the consultation requirements of the Act. 


PART I. APPOINTMENT OF INDUSTRY ADVISORY COMMITTEES 


2. When to Establish an Industry Advisory Committee 


2.1 Before any commodity branch requests the appointment of any industry 
advisory committee, the division director, his price executives, and the director of 
the office of industry advisory committees should determine, insofar as practicable, 
the number and kinds of industry advisory committees that may be necessary to 
furnish advice to the entire division. (This preliminary survey of needed consul- 
tation over broad areas will save time in the long run for it will prevent the estab- 
lishment and operation of a multiplicity of committees, loss of time in attendance 
of meetings, and the use of piecemeal advice. In many instances it will be found 
that advice on pricing problems may be more effectively given by a single com- 
mittee than by several.) 

2.2 Since questions concerning the best type of regulation for an industry and 
the extent and nature of necessary cost studies to be made can best be answered 
by industry itself, since advance appointment and consultation promote industry's 
understanding of the policies of the Office of Price Stabilization that later saves 
time in the drafting and administration of the specific regulation, since represen- 
tative consultation must be had to satisfy the requirements of the Act, a com- 
mittee should be appointed as far in advance of price action as possible. 

2.3 At least fifteen days are needed for proper clearances, preliminary letters 
of invitation, formal appointments, notices of the first meeting, and preparation 
of agenda. 


38. Nomination of Committee Members 

3.1 The price executive shall be responsible, after his committee pattern has 
been determined, for initiating the establishment of a committee. He shall 
prepare, or have prepared for his approval, the nominations for a representative 
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committee, and submit them to the director of the office of industry advisory 
committees. 

3.2 The nominations shall be accompanied by a justification which includes— 

a. Industry information 

(1) Definition of the industry. 

(2) Name of committee to be established. 

(3) Commodities or services covered. 

(4) Number of firms in the industry and total dollar (or unit) volume of 
the industry. 

(5) Proportion of the industry in large, medium, and small firms, using 
yardstick commonly used in the industry, such as dollar volume, unit volume, 
number of employees. 

(6) Geographic dispersion of the industry: Proportion in East, West, 
Midwest, etc. 

(7) Types of operation, integrated and not integrated. 

(8) Trade association or associations and proportions of firms that are 
members and nonmembers, 

b. Information on each nominee. 

(1) Name and official position. 

(2) Nanie and address of firm. 

(3) Location of all plants of firm. 

(4) Size of the company related to above information on industry. 

(5) Membership or nonmembership in trade association. 

(6) Type of operation, integrated or nonintegrated. 

3.3. Where statistics are available, tables may be prepared to show the relation- 
ship of the membership to the industry as a whole by size, location, association 
membership, etc. 

3.4 The following table illustrates how representativeness by size, for instance, 
can be demonstrated. 


Composition of | Composition of 
industry committees 


| 
| 


Annual sales 


| 
Number | p | Number | » 
of firms Percent | ‘of firms Percent 





Under $500,000 
__-| $500,000 to $2,000,000...........___- 
-| Over $2,000,000... ............ 


60.0 
30.0 
10.0 
216 ; 100. 0 


3.5 No committee will be approved unless the proposed membership parallels 
the characteristics of the industry as a whole with a reasonable degree of accuracy. 
Where specific data are not available, the sources explored to secure data should be 
given and all sections of the country, all segments of the industry, and all types of 
oe should be represented even when exact proportions cannot be demon- 
strated. 

3.6 The committees should be as small as possible without losing any of the 
essential elements of a representative committee. There is seldom justification for 
a committee larger than 15 members. In most cases, a committee of 12 or 15, if it 
is adequately representative, is a good working committee. 

3.7 All sources of information should be covered before completing the roster 
of nominees. Trade associations, other defense agencies, and especially OPS field 
offices, can suggest qualified reference file of the names of all trade associations in 
the industries and the names of representative leaders who have before participated 
in government committees, together with nominations from other sources. 

3.8 Itis the policy of the Office of Price Stabilization to utilize committees that 
may already be established by other Federal agencies whenever practicable. 
Price executives should work closely with their counterparts in other agencies in 
the early days of committee formation so that any committee established in com- 
mon will be equally valuable to all. 

_ 3.9 Ifa price executive wishes to depart from this general policy in a particular 
instance, either because of the definition of the industry to be regulated or because 
committee personnel are not specialists in pricing problems, he must state in 
writing his reasons for so doing. If he does accept in to the industry coverage and 
the personnel of another agency’s committee, a copy of the justification for such a 
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respresentative committee prepared by that other agency will satisfy the require- 
ments of the Office of Price Stabilization. 


4. Approval of Committees 


Approval of proposed committee shall be given in writing to the price executive 
by the director of the office of industry advisory committees, and such approval 
shall constitute approval by the Director of Price Stabilization. 


5. Invitations 


Upon approval of committee nominations, the office of industry advisory 
committees shall prepare and send letters of invitation to the nominees, stating the 
general purpose of the committee and, if possible, the approximate time of the first 
meeting and the immediate agenda, and informing each nominee that, upon receipt 
of his acceptance, the Director of Price Stabilization will send him a letter of 
appointment. A copy of PPR 2 shall be inclosed with this letter. 


6. Declinations 


When a declination is received, a substitute member from the same firm or from 
a firm of an identical category, if possible, shall be proposed to the director of the 
office of industry advisory committees in the mauner prescribed above for original 
nominees. 


7. Letters of Appointment 


7.1 When acceptances have been received from the complete membership, the 
director of the office of industry advisory committees shall prepare, for the 
signature of the Director of Price Stabilization, a letter of appointment to each 
member containing the names of the entire committee. 

7.2 Appointments are made for an indefinite period. 

7.3 Appointment as a paid consultant to the Office of Price Stabilization or to 
any other federal agency affecting the operation of this office shall make a member 
ineligible to continue on an industry advisory committee. 


8. Notice to Chief Counsel 


The director of the office of industry advisory committees shall notify the Chief 
Counsel of committee appointments and membership changes. 


9. Public Announcement 


At the time of the preparation of letters of appointment, the director of industry 
advisory committees shall make arrangements with the Office for Public Informa- 
tion for the preparation of a press release announcing the establishment of the 
committee and the names of its members. 


10. Changes in Membership 


10.1 If the member of a committee resigns, or for any reason can no longer 
serve, the price executive will propose to the director of the office of industry ad- 
visory committeesa new member who will provide the same representation as that 
of the original member. 

10.2 If some important segment of the industry has been overlooked, the price 
executive shall propose a nominee as required for original nominations. 

10.3 Members may be added or removed, or a committee reconstituted, when 
the Director of Price Stabilization considers it necessary, and the director of the 
office of industry advisory committees will be responsible for assuring that the 
committee is representative of the industry. 


11. Subcommittees 


11.1 Temporary subcommittees, composed of members of the main commit- 
tee, may be appointed by the government presiding officer. Permanent sub- 
committees, composed of members and nonmembers or both, may be appointed 
by the Director of Price Stabilization in the manner prescribed for members of the 
main committee. Subcommittees are advisory only, and their recommendations 
are to be submitted to the main committee. 

11.2 Meetings of subcommittees will be presided over by the price executive 
or his designee. 


12. Resignations 


Resignations from committee membership will be sent to the director of the office 
of industry committees who will prepare the formal acceptance for the Director of 
Price Stabilization. 
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PART Il. MEETINGS 
20. The Call 


20.1 When the price executive has need for consultation, or when three com- 
mittee members have requested a meeting of him, he will ask the director of the 
office of industry advisory committees 1n writing to arrange for a meeting on a 
designated day. 

20.2 The call to a meeting, accompanied by the agenda, must be mailed to the 
committee at least 10 business days in advance of the meeting. 

20.3 All arrangements for the meeting will be handled by the office of industry 
committees. 


21. The Place 


All meetings shall be held in Washington, on government property, except in 
rare instances granted in writing bv the Assistant Director for Price Operations and 
the Chief Counsel, through the office of industry advisory committees. 


22, Attendance 


Attendance at industry advisory committee meetings shall be limited as follows: 

22.1 Members of the Committee. No alternates will be permitted. 

22.2 Representatives of the Office of Price Stabilization and representatives 
of other Government agencies invited by the Director of Price Stabilization. 

22.3. Any other persons who may be invited by the Director of Price Stabiliza- 
tion. No business or industry representative, except members of the Committee, 
shall be permitted to attend unless invited by the Director of Price Stabilization. 

22.4 No others shall attend except by written invitation and then only as 
needed participants. No “‘observers’”’ are permitted. Government representa- 
tives must be kept toa minimum. An attorney of the Office of Price Stabilization 
shall be present at all times. 


23. Minutes 


23.1 Full minutes shall be kept of every meeting. 

23.2 In rare instances stenographic transcripts will be taken. In the event of 
such stenographic transcripts, the committee and all those present at the meeting 
shall be notified at the opening of the meeting that such a record is being made 
and of the restrictions involved. One original and one copy of such stenographic 
record will be made and will be deposited in the restricted files of the office of in- 
dustry advisory committees for use only by the staff of the Office of Price Stabiliza- 
tion and hy the committee. 

23.3 The office of industry advisory committees will be responsible, with the 
help of the price executive, for the preparation of summary minutes. 

23.4 These minutes will be distributed to the industry at the discretion of 
the director of the industry advisory committees. 


24. Presiding Officer 


24.1 The division director, in cooperation with the director of the office of 
industry advisory committees, shall designate the men in his division who will 
preside over the meetings of each industry advisory committee. Each presiding 
officer should occupy a position of authority within the division. 

24.2 The first meeting of the committee should be opened by the division 
director, or, if possible, the Assistant Director for Price Operations who will 
charge the committee with its duties and privileges. 


25. Agenda 


The agenda for each meeting shall be initiated by the price executive and 
shall be mailed to the committee at least 10 business days in advance of the 
meeting. 


26. Publicity 


Publicity for industry advisory committee meetings and other committee 
matters shall be given in accord with policies and procedures established by the 
Office of Public Information in cooperation with the office of industry advisory 
committees and the Assistant Director for Price Operations. In general, publicity 
shall not be restricted, except by reason of military necessity or public safety 
or when publicity may have an adverse effect upon the price program. In such 
an event, the presiding officer shall notify the committee at the close of the 


meeting of the extent of the restriction and all persons present shall be bound 
thereby. 
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27. Compensation and Expenses 


The Office of Price Stabilization shall not pay any compensation or reimburse- 
ment of expenses to any members of industry advisory committees. 


MicHaEt V. D1SaLe, 
Director of Price Stabilization. 


MEMORANDUM ON INDuUstRY ApvIsORY COMMITTEES 


By June 1, 1951, OPS had appointed 263 industry advisory committees. Of 
this number, 225 had a total of 263 meetings, of which 15 were held in February, 
60 in March, 77 in April, and 111 in May+*88 committees had not yet held meet- 
ings, but dates therefor were being arranged. 

1. Statutory authority.—Section 701 (b) (ii) of the Defense Production Act of 
1950 provides: 

such business advisory committees shall be appointed as shall be appropriate 
for purposes of consultation in the formulation of rules, regulations, or orders, 
or amendments thereto issued under authority of this Act, and in their forma- 
tion there shall be fair representation for independent small, for medium, and 
for large business enterprises, for different geographical areas, for trade asso- 
ciation members and nonmembers, and for different segments of the industry. 

Section 709 of the act contemplates that in the formulation of regulations there 
shall be ‘‘consultation with industry representatives including trade association 
representatives,’’ and that consideration shall be given to their recommendations 
so far as practicable. 

A comparison of these two sections shows that congressional intent was that 
there should be consultation to the extent practicable with trade association 
representatives and consideration given to their recommendations. However, 
the wording of the act regarding representation on industry advisory committees 
is limited to ‘“‘business enterprises’ and ‘“‘trade association members and non- 
members.’’ Trade association representatives are not included. OPS could 
only conclude that trade association representatives were to be consulted but 
were not to be appointed to industry advisory committees or to participate in 
the activities of such committees. 

2. Advice of the Department of Justice with regard to industry advisory com- 
mittees—On October 19, 1950, Peyton Ford, Deputy Attorney General, outlined 
the policy with respect to the proper functioning of industry advisory committees 
to conform with the antitrust laws, as follows: 

1. There must be statutory authority for the establishment of such com- 
mittees or an administrative finding of their necessity to perform certain statu- 
tory duties. 

2. The agenda must be initiated by the Government agency. 

3. Meetings must be held only upon call of and under the chairmanship 
of a full-time Government official. 

4. Full and complete minutes must be kept. 

5. The functions of such committees are purely advisory and determination 
of action to be taken must be made solely by Government representatives. 
Such action need not of necessity conform to committee recommendations. 

Activities within these limits, it was stated, would not be viewed by the Depart- 
ment of Justice as in violation of the antitrust laws. 

The Attorney General, in compliance with section 708 (e) of the Defense Pro- 
duction Act, made a report on industry advisory committees on December 7, 
1950. He noted that the World War II business advisory committees too often 
had delegated to them too much policy-making power; that they were frequently 
composed primarily of the influential members of an industry; that they did not 
always make technical information exchanged at committee meetings available 
to all interested members of the industry, and that they engaged in activities out- 
side the scope of their designated functions. 

3. OPS procedure has followed the requirements of the Defense Production Act and 
the antitrust laws.—Industry advisory committees are appointed under regulations 
cleared by the Antitrust Division of the Department pp et eg Moreover, OPS 
has followed the policies laid down by the Department of Justice. 

To be eligible for membership on an industry advisory committee, an individual 
must be presently employed “with a firm in the business or industry affected in 
an advisory, managerial, or technical capacity related to the produetion, dis- 
tribution, or use of the material or service.’’ Elected officials of a trade associa- 
tion eligible by this standard are frequently appointed to membership. Full-time 
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trade association executives are not eligible under this requirement. Appoint- 
ment as a paid consultant to OPS or to any other Federal agency affecting the 
operation of OPS renders a member ineligible to continue on an industry advisory 
committee. 

It has been found important to have the small-business man heard directly 
in these committees. 

OPS obtains nominations for membership from many sources, including trade 
association officials who have been very helpful. No committee may be approved 
by OPS unless the proposed membership parallels in proportional distribution 
the characteristics of the industry as a whole within a reasonable degree. It must 
include a fair representation of small, medium, and large businesses. 

Only members of the committee may attend the meetings; alternates are not 
provided for; representatives of other Government agencies may be present at 
the invitation of the Director. _ 

These industry advisory committees have contributed invaluable advice and 
recommendations. However, the responsibility for reaching final decisions must 
rest with OPS. 

Trade association executives, acting in a consultative role as prescribed by 
section 709 of the Defense Production Act, can and do give the OPS staff the 
benefit of their information and experience. A group of leading trade association 
executives meets from time to time with the Director of Price Stabilization to 
discuss the problems which they have and to help secure for the OPS the best 
possible cooperation in the promulgation and administration of OPS regulations. 

It is, of course, not possible to nominate representatives of every firm to mem- 
bership on any one committee, nor was it possible when formulating the General 
Ceiling Price Regulation to consult every individual industry or every trade 
association representative. However, industry advisory committees are growing 
in number and covering many segments of each industry. 

In the present emergency, OPS was confronted with the urgent necessity for 
making many important decisions as rapidly as possible. Far from being unwilling 
to cooperate with industry through advisory committees, or to consult with 
industry and with trade associations, OPS is using the committee function to the 
fullest extent permitted by existing law, and has consulted industry and trade 
associations in every way practicable. 

(A list of the Industry Advisory Committees of the OPS is on file with the 
committee.) 


FEDERAL TRADE COMMISSION, 
Washington 25, May 17, 1951. 
Hon. Burnet R. MayBank, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. ‘ 


My Dear Senator MaysBank: I am very happy to respond to your letter of 
May 8, 1951 (JC—mw), with which you enclosed copy of the communication of 
the same date sent to Mr. DiSalle and Mr. Fleischmann of the National Produc- 
tion Authority in respect to operations of industry advisory groups, and request 
whatever comment I might have to make on the subject. 

The establishment and operation of such industry advisory committees under 
the Defense Production Act are matters which have not been clearing through 
this Commission. However, we have given considerable thought to the safe- 
guards to be thrown around these committees from the standpoint of preventing 
developments which might be inimicable to the best interests of small business 
and of our competitive enterprise system. 

Data was prepared by us and furnished to the Attorney General at his request 
and used by him in preparing his report to the President and to Congress under 
the provisions of section 708 (e) of the Defense Production Act. Statement of 
the information supplied in respect to industry committees is carried in such report 
of the Attorney General, dated December 7, 1950, at pages 30 et seq. Various 
factors are there pointed out in relation to the use of business advisory groups 
in World War II which should be carefully guarded against and prevented from 
developing in the present emergency. Copy of the report is transmitted here- 
with, and your attention is invited to this information beginning on page 30. 

We have also participated in the formation of the Statement of Interagency 
Principles and Practices for the establishment and use of industry advisory com- 
mittees. This statement was issued for Government use in the form of a re- 
stricted document dated December 6, 1950, under the general leadership of the 
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National Security Resources Board. Copy of the statement, identified as ICOC- 
8-8, is also transmitted herewith. You will observe it contains carefully worded 
restrictions in regard to the formation and operation of such committees, including 
letter of the Deputy Attorney Gereral of October 19, 1950. 

Industry advisory committees properly constituted can render materially 
useful service to the defense agencies, and it seems to me their functioning within 
the letter and the spirit of the regulations mentioned will afford appropriate safe- 
guards in respect to the antitrust laws and the Federal Trade Commission Act. 

The service to the Government of such business groups is substantially en- 
hanced when those on the committee are well representative of each of the several 
segments of the industry and the respective member is engaged in the operation of 
the business typical of his particular segment. The member’s actual experience 
and direct knowledge respecting the problems and conditions affecting the business 
in question are highly desirable qualifications. Such enables the member to 
bring to bear on the committee deliberations first-hand information which is so 
valuable and useful to the agency in effecting proper regulations to deal intelli- 
gently with the subject to be covered. It is quite important that the small- 
business man’s voice be heard directly and not merely as an element which has 
gone to make up a composite viewpoint of the industry as a whole. 

I feel that the proper utilization and preservation of our small-business enter- 
prises is perhaps the most vital need in defense production. My views on this 
point have been explained at some length in remarks before the Business Advisory 
Council for the Department of Commerce on January 17, 1951. Thev bear a 
close relationship to the subject of your letter. I, therefore, take the liberty of 
transmitting copy herewith. 

It is a pleasure to respond to your request and I trust the foregoing may be of 
assistance to you. 

Sincerely, 
Jas. M. Mean, Chairman. 


STaTEMENT OF Hon. James M. Meap, CHAIRMAN, FEDERAL TRADE COMMISSION, 
Brerore Business ApvisoRY COUNCIL FOR THE DEPARTMENT OF COMMERCE, 
Wasuinoton, D. C. 


Americans today are united in accepting a few basic ideas: First, that our 
essential liberties, both political and economic, are in jeopardy; second, that the 
preservation of these liberties will demand the utmost use of our national skills 
and resources; and, third, that personal and group interests must be temporarily 
set aside wherever these interests are inconsistent with such a maximum national 
effort. 

Sharing this common ground with you, I want to talk to you today about the 
substantial contribution which small and independent business can made to the 
Nation’s industrial mobilization and about the danger—the avoidable danger— 
that small business may not be given the fullest opportunity to make this con- 
tribution. My experience with the Truman committee tells me that industrial 
mobilization for military purposes has a strong tendency to rely upon big com- 
panies more than upon small companies. The strains and stresses of the mobiliza- 
tion period, if uncuntrolled, reinforce this tendency by increasing the size and 
power of large enterprises and by subjecting small enterprises to special risks and 
difficulties. The situation does not spring from anyone’s plan to bring about such 
results. It is the cumulative effect of many detailed decisions born from hurry 
and sometimes from the ill-considered self-interest shown by strategically placed 
enterprises. It shows itself in a tendency toward greater concentration of eco- 
nomic power. 

Industrial concentration is often promoted by the scarcities that accompany 
mobilization. Sellers are likely to serve their largér customers first. Vertically 
integrated concerns are likely to serve themselves before serving their independent 
customers. Such concentration may be promoted by the Government’s emergency 
procurement because some Government officials turn readily to large enterprises 
with established reputations and because such enterprises are much more familiar 
with Government specifications and with the procedures for awarding contracts. 
It is promoted by the need for secrecy in handling strategic knowledge since 
secrecy is easiest to maintain if the knowledge is available only to a few persons 
in a few key enterprises. It is promoted by the channeling of Government funds 
for research into a few large research organizations. It is promoted by the chan- 
neling of Government loans to a few large producers who can get materials and 
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who have Government contracts. All these observations result from my expe- 
rience on the Truman committee. 

I should also like it to be clearly understood that I am not criticizing large 
companies nor their executives for paves themselves at the service of the Gov- 
ernment during an emergency. Their facilities and their know-how are indis- 
pensable. I am saying that because they are important and because they are 
well known and because the use of them offers obvious advantages to a Govern- 
ment that is necessarily in a hurry and does not want to take unnecessary risks, 
they tend to be used disproportionately. This disproportionate use ultimately 
weakens the country during the progress of the emergency and creates a con- 
centration which weakens the country’s institutions after the emergency is over. 

The other side of the picture is that small business tends to be underused. 
Such concerns are likely to be cut off first when goods’are scarce. They are least 
likely to be able to accumulate inventories in anticipation of a shortage or to 
find alternative sources of supply. They experience unusual difficulty in adapting 
their opérations to the use of substituSe materials, since their research facilities 
are typically limited. Their financial resources are often unequal to the risk of 
rapidly expanding their capacity, and finally they find it hard to attract new 
investment capital or to secure adequate credit, either private or governmental. 
Unable to keep close watch over the development of defense orders and unable 
to bid on the larger contracts, they are handicapped in obtaining Government 
business. They find it difficult to obtain subcontracts because they cannot offer 
reciprocal subcontracts. In selling to the civilian market, they encounter diffi- 
culties when goods are scarce and consumer incomes are high. Buyers who are 
uncertain if they can get replacements are likely to prefer known brands to 
unknown brands. Price controls are likely to elimina‘e, partially or wholly, the 
price differentials which have offset the relative lack of prestige of the small 
company’s products. Whereas the drafting of personnel for military service is 
an inconvenience to the large company, it may be a disaster tc the small one. 

All of us have a common interest in counteracting these tendencies. Even the 
large business enterprise which, ai first glance, obtains a differential advantage 
from its size has such a common interest. The Federal Trade Commission has a 
very special interest. When small business is not adequately utilized, a large 
proportion of the country’s total productive capacity is prevented from contribut- 
ing to the country’s economic sirength. This was true in the last war. In 1943, 
for example, a survey of unused capacity among small plants was made by the 
Department of Commerce. It concluded that only 13 percent of the concerns 
studied were using their existing facilities fully; that half of the companies could 
increase their output if they obtained men and materials to do so; and that.a . 
third of them could increase their output even without additional men and 
materials. Among the plants which had from 21 to 125 wage earners, 25 percent 
were producing less in January 1943 than in 1941 and about 30 percent reported 
~— they could increase production by 50 percent or more without adding new 
facilities. 

This underuse of the small establishment was a corollary of an excessive con- 
centration of Government contracts. From June 1940 to September 1944 51 per- 
cent of the prime contracts went to 33 corporations and more than 67 percent to 
100 corporations. General Motors Co. alone received nearly 8 percent of all the 
contracts awarded. Even subcontracts went mostly to the larger concerns. A 
study of 252 of the Nation’s largest corporations made by the Smaller War Plants 
Corporation in 1943 showed that: these firms sublet about 34 percent of the value 
of their prime contracts but that only a quarter of this amount went to subcon- 
tractors with less than 500 workers. 

When we overload the industrial machine at one end and underload it at the 
other, the inevitable result is failure to produce as much and as fast as can be 
produced. This fact appeared clearly in the unfilled order backlogs that prevailed 
during the latter part of the recent World War. In March 1944, the unfilled 
orders of large plants in the metal products industries averaged nearly a year’s 
full production, whereas those of small plants averaged barely more than 5 months’ 
full production. While it is true that only the large company and the large plant 
can produce certain types of heavy military equipment, this pattern of overuse 
and underuse was not limited to such cases. Relatively simple types of metal 
products showed the same pattern. For metal office and store fixtures the backlog 
of the small plants was less than 8 months and that of the large plants more than 
16 months. For metal pails, small plants had backlogs of between 4 and 5 months 
and large plants between 9 and 10 months. There were many other similar 
instances in which either the Government or the civilian market or both went 
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unduly short or waited an unduly long time because orders had been concentrated 
in the large companies beyond their capacity while the productive facilities of 
the smaller companies were less full utilined. 

The failure to use the resources of small business is most striking in the smaller 
communities that ofttimes depend upon a single enterprise or, at most, upon a few 
enterprises. During the Second World War, small cities came to my attention 
while a member of the Truman committee whose few factories had been engaged 
in industries that are shut down or severely cut back in wartime. No one saw tv 
it that these factories should be dentertel: to war production, and relatively few 
of the persons who had been employed there left their homes to find employment 
elsewhere. The towns withe away. Not only their productive equipment 
but also their productive labor remained uiiused to a large extent in the war effort. 
Unless we take steps to prevent it, there will be similar pools of idle labor and idle 
machines in neglected communities throughout the United States during the 
present emergency. 

The easy way of organizing industrial mobilization so that. it depends chiefly 
upon large enterprises is not the efficient way of getting full production. The 
small companies are a part of our national capacity. Their output is a part of 
our national strength. An equal opportunity for them to produce is essential if 
we are to use all our muscle. 

Thus there is harmony rather than conflict between the immediate needs of 
industrial mobilization and the longer-run needs of a free-enterprise economy. 
Competitive private enterprise is regarded by all of us as one of the fundamental 
expressions of our freedom and one of the fundamental supports as well. While 
we may differ among ourselves from time to time about whether a large company 
has acquired monopoly power that needs to be curbed, I think most of us agree 
that to keep private competitive enterprise we must preserve small business along 
with large business. We must avoid a long-run trend toward even greater con- 
centration of economic power. If the Nation’s industrial strength grew with 
each increase in concentration, we would face a serious dilemma because to keep 
our strength at its maximum for a decade or two we might find it necessary to 
jeopardize the survival of competitive private enterprise. Fortunately, this is 
not so. Strength now and healthy institutions in the future call for the same 
policies. 

We can mobilize the maximum resources of small business if we want to do it 
and if we take the necessary steps soon enough. I shall not attempt to offer you 
a complete program for this purpose. I shall merely mention a few of the more 
obvious means by which we can, if we wish, counteract the tendency toward 
_ undue reliance upon large business alone. 

We should make, and bring up to date from time to time, a study of the idle 
capacity available in the United States, particularly that in the hands of small 
business. We should also study the idle manpower that is available, particularly 
in the smaller communities. In the lighs of these studies, we should review the 
distribution of Government procurement, of industrial subcontracts, and of order 
backlogs for the sake of shifting orders from the overused to the underused facil- 
ities and from localities where labor is short to localities where it is more plentiful. 
We should examine the size of inventories and revise allocations of scarce materials 
to avoid tying up such materials in congested establishmenis where their turn-over 
will be slow. We should avoid withholding such materials from plants which 
could use idle facilities and idle labor if the materials were available. 

We should set up special machinery for placing Government contracts directly 
with small enterprises. We should use that machinery also to assure so far as 
possible that the subcontracts placed by large concerns shall go to small en‘er- 
prises. The Smaller War Plants Corporation performed such functions well 
during the last World War. 

We should make every effort to simplify Government purchasing specifications 
so that they correspond as nearly as possible to ordinary commercial specifications 
for similar goods. There is now an interagency commitiee responsible for review- 
ing Federal specifications. It could very well be used for this purpose. If it is 
used the inactive advisory committee attached to it should be revived, with 4 
substantial new representation of small business alongside the representatives of 
large enterprises who are already included on the committee. 

e should encourage expansion by small enterprises as well as by large ones. 
We should take steps to make available to small concerns loans and tax-amortiza- 
tion privileges comparable to those that are extended to large companies that 
undertake strategically desirable expansion. Wherever practical we should 
encourage expansion in dispersed small units capable of being built and operated 
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by small companies rather than in large concentrated units which, aside from 
promoting concentration of economic power, are more vulnerable to attack in this 
atomic age. 

We should make production methods and techniques available to small com- 
panies as fully as possible. We should consider a policy of making research 
grants to small companies that have appropriate research facilities. We should 
consider requiring that technology that has strategic value and has been financed 
by the Government be made available on reasonable terms without undue re- 
strictions to concerns that will use it for mobilization purposes. 

Steps such as these require exercise of judgment day by day in many varying 
situations. The first essential is a policy determination that the facilities of small 
business shall be fully used. But such a policy is not self-executing. The second 
essential, therefore, is a specific assignment of responsibility to one or more appro- 
priate agencies to see to it that the policy is carried out by measures, among them 
those I have just suggested. Harnessed together for the duration small and large 
enterprise will make an unbeatable team. If this be accomplished we will emerge 
from this gigantic undertaking without injury to our free enterprise system. 


CHAMBER OF COMMERCE OF THE 
Unirep States or AMERICA, 
Washington, D. C., May 16, 1951. 
Hon. Burnet R. MayBANK, 
hairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 


Dear Sewator Mayspank: I acknowledge with appreciation your letter of 
May 8 (JC—mw) enclosing copy of a letter to Mr. Michael V. DiSalle, Director 
of the Office of Price Stabilization. You invite my comments with reference to 
the subject matter involved in the letter to Mr. DiSalle. 

In view of the fact that the first three questions raised in the letter appear to 
concern matters with which the Director and his staff would have intimate knowl- 
edge, I doubt that I am in a position to make any helpful suggestions with respect 
thereto. 

As to question 4, it is my understanding that, with respect to the industry 
advisory committees organized by OPS and NPA, trade-association executives 
are not appointed to serve as members of such committees. A somewhat different 
rule applies, I believe, in the case of the Munitions Board and possibly one or two 
other Government agencies. 

Whether it would be feasible to have association executives sit in at. meetings of 
industry committees merely as observers is a matter on which opinion within the 
trade-association field has been rather sharply divided. My own point of view, 
for whatever value it may have, is that an advisory committee, to be of the 
utmost benefit to the respective agencies, should be free to invite to any meeting 
trade-association executives, business experts of one kind or another, or any other 
individuals who may possess information that the committee desires or should 
have if it is to function properly and intelligently. 

Without question, the industry’s trade association has more complete data 
regarding the industry and its products than has any other source—and the 
association executive is the one person best qualified to make this information 
available. Consequently, any general ruling or regulation which would tend to 
bar the executive from all meetings would prove detrimental to the best interests 
of the Government and make more difficult the cooperation which the industry 
was attempting to extend to the Government agency through its respective 
committee. 

I am encouraged to note that consideration is being given to trade associations 
from the standpoint of their representation of small-business interests. Un- 
questionably, small-business men constitute the rank and file of trade associations 
of the country. It is only through their trade association that they are able to 
obtain the information and assistance which is necessary to enable them to main- 
tain their place in a competitive economy. 

There have been suggestions from time to time that a rather rigorous rule 
forbidding contact between an advisory committee and the trade-association 
executive was made necessary as a result of opinions rendered from within the 
Department of Justice. Informal discussions with representatives of the Depart- 
ment which I have had have failed to substantiate Tens suggestions. It would 
be distinctly helpful, in my judgment, if your committee would seek to ascertain 
whether the Department of Justice or the Federal Trade Commission has had 
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occasion to advise OPS or other agencies respecting this subject and, if so, as to 
the precise nature of the advice which has been rendered. 
If I can be of further assistance, please let me know. 
Sincerely yours, 


Henry P. Fow.er. 


NATIONAL ASSOCIATION OF MANUFACTURERS, 
Washington 6, D. C., May 23, 1951. 


Reference: JC—mw. 
Senator Burnet R. MayBanr, ies 
Chairman, Joint Committee on Defense Production, 
Senate Office Building, Washington, D. C. 


Dear Senator Mayranr: This is in reply to your letter of May 5, 1951, in 
which you request our comments with regard to a series of six questions posed 
by you in a letter to Mr. DiSalle, Director of the Office of Price Stabilization. 
You will appreciate, I am sure, that the National Association of Manufacturers 
is made up of companies engaged in all types of manufacturing. As a result, 
we have had no specific practical experience with any particular industry advisory 
committee. We do, however, have affiliated with us, through our national 
industrial council, a large number of manufacturing trade associations and through 
our contacts with these organizations, we are somewhat familiar with the problems 
outlined in your letter. I trust, therefore, that you will accept the views expressed 
herein in the light of the somewhat limited actual experience indicated above. 

It is our understanding that the Office of Price Stabilization has thus far made 
only a limited start in the field of special tailor-made regulations applying to 
single industries or products. Thus, it is likely that the real worth of industry’s 
advisory groups, as an effective functioning organization, is not yet determinable. 
Generally speaking, it is my judgment that a properly constituted industry 
advisory committee, broadly representative of the industry involved, not only 
from the geographical standpoint but also from the standpoint of size of the busi- 
nesses represented, can make a real contribution if properly utilized by the admin- 
istrative agency. There are, of course, limitations beyond which such groups 
cannot and should not go and I am sure that industry representatives would be 
as anxious to observe these limitations as would the administrative agency re- 
sponsible for their functioning. 

Your second question asked for comment with regard to ways in which section 
404 of the Defense Production Act might be altered in order to facilitate industry 
consultations. The present language of section 404 is quite broad and generally 
leaves the matter of its interpretation and execution to the discretion of the 
administrative agency. For the most part this is believed to be a sound procedure 
and I have heard discussion of only one suggestion for possible changes in this 
section of the present act. This would be to specifically provide that association 
executives be permitted to attend industry advisory committee meetings, at least 
as an observes, and at the request of the industry members involved. At the 
present time, I believe there is some difference of opinion among various agencies 
as to how far they should go in utilizing the services of association staff executives 
in connection with industry advisory group meetings. It should be noted here 
that opinion among association executives is somewhat mixed as to whether or 
not they care to participate in such activities. There are those who would, under 
no circumstances, participate even as an observer. On the other hand, there 
are those who feel they could perform a real service for their industry and be of 
assistance to the Government in following such developments and keeping the 
industry as a whole advised. It is my own feeling that there would be times 
when it. would be helpful to have an association executive present in such meetings 
for reasons indicated above. In my judgment, however, this should be a discre- 
tionary matter with the individuals involved on the industry advisory group 
and also with the association executive. 

Associations and their full-time staffs are normally well-informed on all essential 
facts regarding their industries. They either have readily available, or can obtain 
information believed necessary or desirable in connection with any problems 
which may be faced by an industry advisory group. Obviously, such as-istance 
could serve as a valuable supplement to factual data otherwise available to an 
administrative agency and should, in the long run, lead to accurate and adequate 
principles and policies in the administration of any Federal regulatory controls. 

I believe that the foregoing is responsive to those of your questions on which we 
have any information and I trust you will find them to be of assistance. If there 
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is further information with which you think we can assist you, I hope you will 
communicate with us at any time. 
Verv truly yours, 
Lampert H., MILLer, 
General Counsel. 


Orrice oF Price STABILIZATION, 


Washington 25, D. C., June 7, 1951. 
Hon. BurNET R. MaAyYBANF, 


Chairman, Banking and Currency Committee, 
United States Senate, Washington, D. C. 


Dear Senator Mayspant: I am forwarding to you herewith certain memo- 
randa which I suggest should be included in the record of the Banking and Cur- 
rency Committee's hearings on renewal of the Defense Production Act of 1950. 

It appears that reign. | the course of the hearing, and subsequent to my testi- 
mony, questions arose which produced considerable interest and discussion on the 
part of members of the committee. These various memoranda contain informa- 
tion which I feel is pertinent to such questions and which may be helpful to the 
committee in its deliberations with regard to the legislation. 

We of course will provide such additional memoranda as you may desire or con- 
sider appropriate. 

With kindest personal regards, I am, 

Very truly yours, 


Micuagew V. DiSA.e, 
MEMORANDUM ON LICENSING 


This memorandum is designed to clarify the purpose and applicability of the 
licensing amendment, and to correct certain misunderstandings that have arisen 
regarding its scope and effect. 

1. Everyone has an absolute right to a license —OPS would not be given the power 
to keep persons from going into business. This amendment, which is offered as 
a general enforcement device for price control only, provides that a license must 
be given as an absolute right to anyone engaged or desiring to engage in business. 

No license can be required under the amendment of (a) farmers and fishermen, 
or (b) newspapers, radio and television stations. 

2. Only a court would be enabled to suspend a license.—The licensing amendment 
provides specifically that suspension would be determined only by the courts and 
not by Government Officials.!. Only after a legal proceeding which is designed to 
give the licensee every safeguard could a license be suspended. 

(a) Full court hearing and requirements of warning notice after violation: 
The procedure spelled out in the amendment grants the price violator every 
opportunity to avoid a court proceeding. After the first violation, a warning 
notice only would be sent. If a person continues flagrantly to violate price 
regulations after a warning has been issued, the Director of Price Stabilization 
would have the right to petition a court for suspension of the license, After a 
full judicial hearing, the court could suspend the license for any period up to 1 
year, after taking into consideration any extenuating circumstances. Further- 
more, a license which has been suspended by the court may be restored upon such 
terms and conditions as the court finds reasonable. The right of appeal is guaran- 
teed and a stay may be granted pending appeal. 

3. Licensing provisions afford enforcement flexibility—The proposed amendment 
which follows almost word for word provisions contained in section 205 (f) of the 
Emergency Price Control Act of 1942, affords an opportunity for tailoring en- 
forcement to the needs of each particular case. Just as, because of the complex 
nature of the American economy, price regulations must be flexible in order to 
fit the divergent needs of individual industries, enforcement measures must also 
be flexible in order that substantial justice be achieved in each case and hardship 
be minimized wherever possible. The present criminal and civil sanctions of 
the act do not by themselves provide a sufficient degree of flexibility. Where 
there are initial infractions of law, in some cases wholly innocent, criminal penalties 


! Even in the absence of wartime stresses, Congress has recognized that licensing is necessary in many 
cases to secure compliance with regulatory legislation. Indeed, more than 20 Federal statutes, which are 
listed in appendix A, having no relationship to wartime emergencies contain licensing provisions as a neces- 
sary aid to securing compliance. Under these statutes a license can be suspended by administrative action, 
The proposed amendment, on the other hand, allows suspension only by order of a court. 
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may be too harsh. On the other hand, resort to treble damage actions or injunc- 
tive proceedings may likewise be inappropriate. 

The proposed licensing system provides a method whereby there can be taken 
into account in connection with each violation the degree of willfulness involved, 
the seriousness of the violation, the nature of the violator’s business, and the im- 
portance of his business to the community as a whole. 

As the Senate Banking and Currency Committee stated in 1942, in approving 
licensing provisions similar to those recommended here: 

“Nor are criminal prosecutions or injunction suits sufficiently flexible 
to assure substantial justice in the particular ease. Licensing, on the other 
hand, in many cases, will provide * * the flexibility which is essentia| 
to avoid hardship to the law-abiding businessman. American experience 
during the last war shows that both compliance and flexibility are attain- 
able goals. That experience arose primarily out of the licensing provisions 
of the Lever Act. nder that statute, Mr. Herbert Hoover, as Food Ad- 
ministrator, was given broad licensing power which was extensively and effec- 
tively used. On the other hand, the Fuel Administration did not at first 
have the powers to license, but it was soon discovered that such power was 
necessary; the result again was enforcement which, though highly effective, 
caused no hardship to business.” 

In 1917, when he was Food Administrator, Mr. Herbert Hoover said: 

“The licensing system, however, is the backbone of all control. Without 
ee there will always be a few slackers in every trade who will profit 
by the patriotism of the majority and prevent any effective control.” 

4. Licensing serves as an effective deterrent to price violations.—The licensing 
system which is requested is not designed to punish the initial violator. Its 
purpose rather is to restrain the persistent violator. The mere existence of a 
sanction to suspend a seller’s right to sell a commodity or commodities for a lim- 
ited period of time would have great deterrent effect upon persistent violations. 
This would be especially true in the case of a small group of willful businessmen 
who regard financial penalties as merely “taxes’’ to be paid for a continuing 
unlawful profit. 

The effective nature of licensing is evident from the experience of the Office of 
Price Administration. From the inception of price control in 1942, through 
March 31, 1945, there were issued 32,118 license warning notices. However, as 
of May 1, 1945, only 325 license suspension suits had been filed in court. Out 
of 116 suits completed on that date, 101 resulted in orders of suspension varying 
from 2 days to 1 year, depending on the nature of the violation. 

The fact that resort was had to the courts in so small a percentage of the cases 
is a clear indication that the warning notices had their intended effect—to prevent 
recurrence of violations. 

This conformed with the experience of the Food and Fuel Administrations 
during World War I. The reports of these agencies reveal that it was rarely 
necessary to suspend alicense. The threat of suspension was a sufficient deterrent 
in substantially all instances in obtaining compliance. 


‘APPENDIX A 


The following statutes contain licensing provision: The “Hot Oil” Act (15 
U. 8. C., sees. 715-715 (1)); the Natural Gas Act (15 U.S. C., sec. 717 (b)); the 
Federal Fire Arms Act (16 U.S. C., sees. 901-909) ; the Federal Alcohol Adminis- 
tration Act (27 U. 8. C. 203-204 (e)); the Federal Communications Act (47 
U. 8. C., sees. 151, 303, 309, 319, 402); the Motor Carrier Act (49 U. S. C., sees. 
301-327) ; the Civil Aeronautics Act (49 U.S. C., secs. 401-682) ; the Gold Reserve 
Act (31 U. S. C., secs. 440, 446); the Commodity Exchange Act (7 U. 58. C., 
secs. 1-17); the Cotton Standards Act (7 U. 8. C., secs. 51-65); the Packers 
and Stockyards Act (7 U. 8. C., sees. 181-231); the United States Warehouse 
Act (7 U. 8. C., sees. 341-373); the Perishable Agricultural Commodities Act 
(7 U. 8. C., sec. 499); the Tobacco Control Act (7 U.S. C., secs. 515-516); the 
Securities Act of 1933 (15 U. 8. C., sec. 77); the Securities Exchange Act. of 1934 
(15 U. 8. C., sec. 78); the Public Utilities Holding Company Act (15 U. &. C., 
sec, 79); the: Trust Indenture Act (15 U. 8. C., secs. 77 (aaa)—77 (bbb)); at least 
two other statutes administered by the Secretary of the Treasury (19 U. §&. C., 
sec. 1641, and 31 U. 8S. C., sec. 316 (b)); and at least two other statutes adminis- 
tered by the Secretary of Agriculture (21 U. 8. C., sees. 151 and 344). 
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MEMORANDUM ON BrEeFr ConTROL PROGRAM 
INTRODUCTION 


During the past few weeks the representatives of the meat packers and cattle 
raisers have come before various committees of the Congress urging an end of 
price control on their products. They have testified that they are opposed to 
price control in principle on beef and cattle because in their opinion it is unwork- 
able, leads to a decline in production, and creates black markets that destroy 
all respect for law. They have also testified that they are opposed to the beef 


and cattle price regulations because in their opinion the regulations are unfair 
and will create losses. 


I. PRICE CONTROLS ON BEEF ARE CRUCIAL 


In passing the Defense Production Act of 1950 Congress did not see fit to 
exempt beef and cattle from price control. Nor should such an exemption be 
made in the legislation extending the price control powers. Beef is not an un- 
important and isolated commodity for which the decision to price control or not 
to price control can be made on the basis of the ease or difficulty of administering 
the regulation. Beef occupies a crucial position both in the consumer’s cost of 
living and in the agricultural sector of our economy. 

Beef accounts for almost half of our meat diet and for over 13 percent of the 
food dollar. On the other hand, uncontrolled beef prices would have the effect of 
bidding away feed from other uses and would thus force up the prices of other 
meats and poultry, of eggs, milk, and cereals. Failure to control beef prices 
would thus result in wrecking controls on all food prices. And with no controls 
on food prices—which account for a third of the Consumers’ Price Index—the 
wage stabilization program would become unjust and unenforceable. With 
wage control out of the picture, it is easy to see that we would have to give up 


price control on the industrial sector, as well as on the agricultural sector of the 
economy. 


II, PRODUCTION ALONE WILL NOT KEEP PRICES DOWN 


No alternative to price control of meat has been offered. The prevailing atti- 
tude of those who oppose controls may be summed up by the statement of Mr. 
Chris Finkbeiner, of the National Independent Meat Packers’ Association, as 
reported in the Washington Post of May 6, 1951. He stated that he couldn’t 
give the public “any damn insurance that prices won’t go up” if meat controls 
were ended. 

We would like to make it perfectly clear that the alternative to price control 
of meat is soaring beef prices. Increased production will not keep prices down. 
This can be demonstrated by the following facts: 

First, from June 1950 to April 1951 there was a very substantial increase in 
cattle production. Prices of beef cattle during that period rose 25 percent. 
Production did not keep prices down. 

Second, in January 1951 the OPS placed controls on the price of meat at 
wholesale and retail but not on live cattle. Despite meat price control at whole- 
sale and retail levels, prices of live cattle increased 12 percent between January 
and April 1951. Production did not keep prices down. 


Third, in 1946 when the meat price controls of OPA were lifted, the price of 
yes increased 50 percent. The high production of that year did not keep prices 
own. 


The facts on what happened to meat prices when OPA controls were lifted is 
shown by the following table: 


83762—51—pt. 1-58 
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Tasie I. Inder of beef prices, 1945 and 1946 ' 
[1935-39—100, except for hamburger; February 1943—100 for hamburger] 


Round steak | Ribroast | Chuck roast | Hamburger 


CONTROL 


Entire year 1945 
January 1946 
June 1946 


' 
- 


July 1946 
December 1946 


199. 5-120.5 | 115.4-115.8 
120.2 | 115.5 


125. 9-126. 7 
. 126.0 
118.2 


129.3 


88. 0-89. 1 
87.9 
90,6 


173.6 | 
192.0 


193.3 | 
206.3 | 


132.6 
134. 1 
Percent Percent Percent : 


Increase, July 1946 over June 1946 47 | 50 46 
Increase, December 1946 over June 1946 62 60 48 








1 Source: BLS retail price indexes of meat in large cities. 


Ill. RISING CATTLE PRICES MADE PRICE CONTROL ESSENTIAL 


Since the beginning of 1950 the prices of live cattle have risen far out of 
tion to wages, and to other prices. A brief comparison of cattle prices wit 
prices clearly shows the disproportionate increase in cattle prices. 


ropor- 
other 


TaB_eE II.—Cattle and other prices, from January 1950 (wage stabilization base) to 
March 1951 


March 1951 


Item January 1950 


June 1950 | 


Wages (all manufacturing workers) 


Prices paid by NN ee gee ge Se oD 


Index of consumer prices 


Percent 


Percent 
153. 1 
110.6 
112.9 
109. 7 


Pusees UE Ree WN... ei he eli ian 8 


OID DEIN srena dn ohinntiinitnn spackinmidite adie wa naeenayd Sekindcdeis 100 | 
| 
| 
| 


Thus, between January 1950, the date of the wage stabilization base, and 
March 1951, the prices of cattle rose more than five times as much as the wages 
of manufacturing workers, over four times as much as the prices paid by farmers, 
over five times as much as the index of consumer priees;-and over three times 
as much as the prices of food items. 

It was obvious to the Office of Price Stabilization that unless the price of live 
cattle was adjusted to a level more nearly in line with other prices and wages, 
there would be irresistible economic pressures to raise wages and other prices to 
the level of cattle prices—that faced with the rises in price of beef that would have 
to be made to reflect the increased price of cattle, labor unions would have a com- 
pelling case for further cost-of-living increases which would in turn cause pressures 
for price rises by their employers. Accordingly, we decided to try to create a 
beef program which would be fair to all segments of the cattle industry, from the 
farmer through the feeder, to all segments of the beef industry, from the packer 
through the retailer, and to the consumer—a program which would encourage 
increased production, and which would be enforceable. After many months of 
intense study, including extended conferences with all major segments of the beef 
and cattle industries and other interested Government agencies, we achieved a 
program, embodied in Distribution Regulations Nos. 1 and 2 and Ceiling Price 
Regulations Nos. 23, 24, 25, and 26, which it is believed will accomplish each of 
these objectives. _This program— 

1. Will encourage the production of beef cattle. 

2. Will be fair to the cattle industry. 

3. Will be fair to the beef industry. 

4. Will be fair to the consumer. 
5. Will be enforceable. 
6. Will be practicable. 
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Tue Beer Price Controt Procram Is Farr AND WoRKABLE 
I. THE OPS PROGRAM WILL ENCOURAGE THE PRODUCTION OF BEEF CATTLE 


A. The general level of cattle prices is profitable 


In his testimony before the House Committee on Agriculture on May 17, 1951, 
the Secretary of Agriculture said: 

“Judging from actual experience of the rate at which cattle numbers were in- 
creased in 1949 and 1950,iaverage cattle and calf prices at about the 1950 level, 
which will still*be allowed by the OPS ceilings, should still constitute a reasonable 
incentive for the continuing production of beef animals. We must bear in mind, 
however, that costs of farm and ranch operations are increasing and that again 
this is a situation which needs to be carefully watched.” 

There are sound reasons supporting the Secretary’s conclusion that there will 
be a ‘reasonable incentive for the continuing production of beef animals.’’ The 
basic reason, of course, is that the prices even after the last roll-back will be suffi- 
ciently high to make cattle production and cattle feeding profitable. This is 
demonstrated by the following facts: 

First: The prices after the last roll-back will be about 25 percent higher than 
January 1950, yet the Department of Agriculture index of prices paid by farmers, 
including feed, interest, taxes, and wage rates have increased only 13 percent. 

Second: The prices after the last roll-back will be more than 20 percent higher 
than parity, and parity was revised as late as January 1950 to substantially 
increase parity for beef cattle and lambs relative to other products. 

Third: The prices after the last roll-back will be higher than the June 1950 
prices. The June 1950 price was so high that it stimulated a substantial increase 
in beef production. 

Fourth: The prices after the last roll-back are higher than the highest average 
annual price for any year prior to Korea. The highest average annual price 
prior to Korea was $22.40. The lowest price set by OPS is about $24 or 7 percent 
higher than the highest historical price. 


B. Price regulation will not deter production 

The opponents of the OPS beef program have stated that the mere fact of 
control will be sufficient to cause a decrease in production. In effect they say 
that the cattle industry will rebel against OPS regimentation and curtail produc- 


tion. While there is a great deal of theoretical appeal to this argument, it loses 
its validity if the prices fixed by the regulation make cattle producing and cattle 
feeding profitable. For while cattlemen, like everyone else, dislike controls, they 
are in business for profit and if, as will be demonstrated, the OPS prices make it 
profitable for them to produce or feed cattle, cattle will be produced and fed. 

Moreover, under OPA, price regulation did not deter production. Here is what 
happened under OPA: 

irst: Total meat production reached a record high that was never equaled 

before or after the OPA. ; 

Second: Beef production increased to a record high which has only been equaled 
in one year since OPA. 

= Total cattle numbers reached an all-time high which has not since been 
equaled. 

Fourth: There were more beef cattle and calves on the farm than ever before 
or since. 

The OPA didn’t cause this record production but it didn’t stop it either. 

The full facts on the production of meat, beef, and cattle are shown in the 
following table: 
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Tasue III.—Production of meat, beef, and cattle 


Meat produc- | Beef produc- | All cattle on | Beef cattle and 
tion ! tion 2 farms * calves on farms? 


Millions of 
head 


SLecSeSeoppen 


om oe em Oe Oe OD 
SRRARRRASHS 
— Ohm ORO ww 


a. cone: Table 2, Secretary of Agriculture’s statement, dated May 17, 1951, to the House Agriculture 
ommittee. 

2 Source: U. S. Department of Agriculture, Livestock and Meat Situation. February, 1951. 

3 a Jan. 1 of each year. Source: Same as footnote (!). 

4 . 


It seems clear, then, if experience under OPA is not to be completely ignored, the 
mere fact of OPS controls will not affect the production of beef cattle. of the OPS 
program provides price incentive to the cattle industry to continue and increase 
beef cattle production, that industry will produce. 


Il. THE OPS PROGRAM IS FAIR TO THE CATTLE INDUSTRY 


A. It is fair to the producer 

This memorandum has previously compared the lowest prices set by OPS in 
relation to farmer costs generally, in relation to parity and in relation to historic 
cattle price levels. All of these general indexes demonstrate that the OPS prices 
are fair and profitable to the producer. 

This conclusion is also supported by Department of Agriculture studies of spe- 
cific producer costs which show that under the lowest prices set by OPS the return 
to the cattle producer will be substantial and will equal his historical profit. 
Studies by the Department of Agriculture of cattle operations in the intermountain 
region show that the return of cattle growers for the year 1947 amounted to $7.25 
per hundredweight, or $50.75 per 700-pound animal. Subsequent studies, bringing 
the original publication down to date, show that the return for the year 1950 was 
$7.96 per hundredweight, or $55.72 per 700-pound animal. A similar analysis, 
by the Department of Agriculture, and applied by OPS to the level of cattle prices 
to be in effect after October 1 (the lowest price proposed by the regulation) shows 
that producers will realize a return of $7.49 per hundredweight, or $52.43 per 700- 
pound animal. The Department of Agriculture study is confined to the inter- 
mountain region, but there is no reason to suppose that the costs of operation in 
that region are lower than those in any other part of the country. 

It should be pointed out that the 1951 calculation of the Department of Agri- 
culture actually understates the producers’ margin by about $9 per animal. This 
is true because the 1951 figure counts as a cost of a production, a 5-percent return 
on an inflated investment. The 1950 investment has been inflated by 22 percent, 
the inflation being attributable largely to appreciation in the price of cattle, and, 
to some extent, to an increase in land values. To compute an extra expense 
because of an appreciation in value is erroneous in two respects. (1) Where a 
farmer has not made any additional investment this method pays him a return 
on a fictitious investment. His real return should relate to his actual investment, 
not to an inflated value. (2) A sharp appreciation in value of cattle means that 
cattle production is more profitable because farmers make an inventory profit 
on cattle. Yet these computations have the effect of increasing cost and lowering 
profit as cattle appreciate in price. 

If the return is calculated on the basis of 1950 investment (which assumes the 
same number of livestock and the same amount of land), it would amount to 
$9.21 per hundredweight instead of $7.49, or $64.47 per 700-pound animal. Thus 
when properly computed the profit margin under the OPS ceilings will be more 
than the margin in 1947 or in 1950. A summary of the study made by the 
Department of Agriculture is set forth in table IV below. 
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Taste IV.—Approzimate cost of producing 100 pounds (live weight) of beef on 
commercial family-operated cattle ranches, intermountain region, 1947, 1950, and 
1961 


Tentative 


ealaieees 
11951 | 21951 


Feed bought (including grazing fees) - - $277 $277 
Livestock expense ocees 389 389 


Hired labor i 526 526 
Power and machinery. , 


1, 623 
Building repairs 206 


oN GS 


on one 


" 


Taxes (on real and personal property) be 900 


M eous Cos' . 116 116 
Net depreciation : 33 33 

Total operating expense : 4, 136 4, 136 
Interest on current investment at 5 percent ; 3, 4, 387 3, 532 


Cost excluding operator and family labor 6, 151 , 76 8, 523 7, 668 


Hired wage rates per ho ($0. 50) ($0.73)| ($0. 73) 
Operator and fam: SO Rear 2,010 ‘ 2, 978 2, 978 


=i bo 8, 161 10, 578 11, 501 10, 646 
Gross production of beef (160 pounds live weight) - . : 533. 5 504. 494.3 494.3 
Operating expense per 100 pounds $5. 18 .{ $8.37 $8. 37 
Cost (excluding operator and family labor) per 100 pounds... . $11. 53 . $17. 24 $15. 52 
Total cost per 100 pounds Saies Se kairnmh Di ane ats $15. 30 y $23. 27 $21. 54 
Average ranch price of all cattle sold. __._.._....._...-........ $18. 78 . 33 $24. 73 $24. 73 
Margin for operator (including his labor) per handredweight- $7. 25 96 $7. 49 $9. 21 


1 1950 cost rates adjusted in accordance with change from 1950 to March 1951 in index of prices paid for 
individual items used in production. Indexes of changes in cost rates in the intermountain region were 
used whenever available. For other items the index of changes in cost rates in the United States were used. 
Change in rates is changed from the 1950 average to April 1951 in Utah. 

? Return on investment is assumed to be same dollar amount as in 1950. 

Source: Unpublished data, Division of Farm M ement and Costs, BAE. 

Note.—Columns 1, 2, and 3 eee a by the U. 8. Department of Agriculture and presented to the 

a 


House Committee on Agriculture y 23, 1951. Column 4 was os by OPS to show the situation if 
the interest on investment were cal 


ted at the 1950 level rather than on the basis of the inflated values 
of livestock and land. 


The last line of figures ‘“‘Margin for operator including his labor, per hundredweight” added by OPS. 
Also, the average ranch price of all cattle sold for 1951 was calculated by OPS. 


B. It is fair to the feeders 


The regulations pose two questions with respect to the feeders: (1) Will the 
regulations encourage farmers to feed cattle? and (2) Will feeders lose substantially 
on cattle now on the feed lots when prices are rolled back? 

The studies of the Department of Agriculture indicate clearly that under OPS 
regulations it will pay farmers to feed cattle. Feeders normally buy cattle of 
about Commercial or Good grade. These cattle are fattened and the bulk of them 
are usually sold as Choice or prime cattle. Under even the lowest ceiling prices, 
those scheduled to become effective in October, the price spread provided by 
OPS between low and high grade cattle makes feeding very profitable. For 
example, after October, a feeder will be able to make a profit of about $40 per 
head, as shown in the following table: 











TaBLe V.—Feeder profits under OPS October ceilings 


Ceiling price of Commercial grade steer, per hundredweight__.___.____. '! $24. 30 
Cost of 700-pound Commercial steer 170. 10 
Cost of feeding steer (April 1951 prices) buy S257 80 


Total cost of fattened 1,050-pound Choice steer _ - ; ... 287. 40 
Ceiling price of Choice grade steer, per hundredweight__ ____.- 1 31. 20 
Value of 1,050-pound Choice steer at ceiling price 327. 60 
Profit to feeder 40. 20 


i aporentnate ceiling prices after October 1951. 
* These costs include feed (45 bushels of corn, 4 tons of alfalfa hay, and 150 pounds of soybean meal per 


head), transportation and marketing expenses, pasture, labor, overhead and death loss, less credits from 
manure and from gain on hogs following steers. 


Source: Table 12 accompanying Secretary of Agriculture’s statement, dated May 17, 1951, to the 
House Agriculture Committee. 
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This $40 profit per head compares very favorably with the average profit of 
$22.91 for the past 10 years. As table VI shows, only in 3 of the past 10 years 
has the $40 profit been exceeded, and only in 1950, when inflation caused more than 
a 20 percent rise in cattle prices in 6 months, was this profit greatly exceeded. 


TasLe VI.—Feeder profits per steer 


Profit | Year—Continued 
$8. 57 1945-46__ - 


10-year average, $22.91. 


Source: Table 12 of Seeretary of Agriculture’s statément, dated May 17, 1951, 
to the House Agriculture Committee. 

Since it is clear that feeders will make liberal profits under the October ceilings, 
it is clear that they will have a sufficient incentive to continue the production of 
well-finished cattle. 

The second question is whether, when prices are rolled back, losses to feeders 
on their present inventory of cattle will be so substantial as to make a roll-back 
unfair. his question was carefully considered prior to the issuance of the regu- 
lations. In fact the desire to protect the feeder against inventory losses was the 
sole reason why the roll-backs were delayed. The delay gave the feeder a chance 
to dispose of his cattle at higher prices and the final roll-back was timed to coin- 
cide with the period when the number of cattle in feed lots is normally at a rela- 
tively low level. 

Under the present program feeders will not incur over-all inventory losses 
though some losses will be sustained on cattle :purchased’sifte January. There 
are two major groups of feeders, the farmer feeder and the commercial feeder. 
The farmer feeder usually purchases cattle in the fall and sells during the next 
spring or summer. To the extent that he followed this normal practice he is 
not adversely affected by the roll-back, because he did not purchase his cattle at 
the recent high prices but at the lower prices that prevailed last fall. The com- 
mercial feeder usually purchases the year round but tends to concentrate his 
purchases in the fall when prices are normally most favorable. His losses on the 
relatively small number purchased since January should be more than offset by 
his profits on his large fall purchases. 

The table below shows the effect of the roll-back orders on farmer feeders: 


TaBLeE VII.—Profit on feeding a 700-pound steer bought in the fall of 1950 for sale 
the following spring 





| 
| Total cost | ,, Gin 
Costof {| 7. . Value of 1,050-pound Choice | 
feeding | Per 1,050- steer at Chicago after 7 | Profit per 


per head ? eet months of feeding head 


Average 

| cost of 
700-pound 

feeders per 


Period purchased, 
1950 


| 





| ; - ieee 
| | ; 
$188. 30 | f 4 $385. 04 $79. 44 
188. 30 | i 5 387. 65 82. 16 


| 
| 
| 
j 
} 
j 
| 
| 
| 


August. _--. 
September | 305, | 
OS eee 188. 44 7. 30 | : j 53. 36 
November............] 199. 22 | x . 4 > 6 359. 10 42. 58 
December | 206. 15 . 4 y : | €359. 10 35. 65 
Ss | 
Average 194. 08 | . 30 | 3 i ane 370. 02 | 


1 Source: Table 11 of statement by Secretary of Agriculture, dated May 17, 1951, before House Agricul - 
tural Committee, costs per hundredweight were multiplied by 7. 

2 Source: Table 12 of same statement. This is based on Apri! 1951 prices, which were higher than pre- 
vious prices and thus overstates costs. 

3 Columns | and 2. 

4 Source: Table 11 of statement, dated May 17, 1951, by Secretary of Agriculture to House Agriculture 
Committee indicates March 1951 price of Choice steers at Chicago was $36.67 per hundredweight. 

5 Source: Table 11 of same statement indicates April 1951 price of Choice steers at Chicago was $36.93 per 
hundredweight. 

¢ May-July ceiling prices for Choice are $34.20 per hundredweight. 
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These profits of $58.64 per head are substantial when it is recalled that the 
average profit for the past 10 years was $22.91 per head and that only once in 
the past 10 years has a $59 profit been exceeded. 

though the commercial feeder may suffer some losses on cattle purchased 
at recent high prices, he will, on the average of bis purchases from August 1950 
through April 1951, net a substantial profit of $49 per head. This profit, again, 
is substantial as compared to historical profits. The profit realized by commercial 
feeders is shown in the following table: 


Taste VIII.—Profit of commercial feeders purchasing steers between August 1950 
and April 1951 





| Value of | 
i Tetel ved nl | 1,050-pound| 
verage otal cost Value per hundredweight Choice ae 
Months _| St of 700- aon per 1,050- of 1,050-pound Choice | steer at snes 
. A pound r head 2 pound steer at Chicago after | Chicago | “store 
feeders! | Pe steer 3 7 months of feeding‘ | after? | ‘ 

| months of 
feeding § 


1950 
$104. 15 $292. 45 Te sik al . 67 | $385. 04 $92. 59 
104. 15 292.45 | Apri 36. 93 387. 76 95. 32 
104, 15 202.59 | May._..._-. 34. 20 359. 10 66. 51 
104. 15 303. 37 : 34. 20 359. 10 55. 73 
104. 15 310. 30 y 5 34. 20 359. 10 | 48. 80 
es 32. 70 343. 35 2. 89 
September . -- 32. 70 | 343. 35 —14. 89 
117. 30 340.46 | October ‘ 31. 20 327. 60 —35. 54 
117.30 358. 24 | November. - -| 31. 20 327. 60 —39. 18 
117.30 | 363. 14 
117. 30 | 366. 78 


September. .. 


SERRE 
sBtss 


November. . - -} 
December. ._ .. 





1951 


zh 
SFEes 


wey 
© ors 





Weighted | 
average 7. - 204. 26 107. 36 311. 62 34. 35 | 360. 68 49. 06 


! Source: Table 11 of Secretary of Agriculture’s statement, dated May 17, 1951, to the House Agriculture 
Committee gives the prices per hundredweight of stocker and feeder steers. These prices were multiplied 
by 7 to arrive at the price for 700-pound steers. 

? These costs include feed (45 bushels of corn, 4 tons of alfalfa hay, and 150 pounds of soybean meal per 
head), transportation and marketing expenses, pasture, labor, overhead and death loss, less credits from 
manure and. gain on hogs following steers. In computing costs, it was assumed that cattle purchased in 
1950 were fed at 1950 prices‘and that cattle purchased in 1951 were fed at April 1951 prices. Source: Table 
12 of Secretary of Agriculture’s statement, referred to above. Costs prior to 1951 were modified to reflect 
1950 corn prices. 

* Column 1 plus 2. 

‘ March and April selling prices obtained from table 11 of Secretary of Agriculture’s statement, referred 
to above; may through November prices are OPS ceiling approximate prices, effective in May, August, 
and October, 1951. 

5 Column 4 times 1044. 

* Column 5 minus 3. 

’ Averages were weighted in accordance with table IX; i. e., August 1950 purchases were weighted at 9.3 
percent, September 1950 purchases at 16.6 percent, etc. 





Crities of the OPS program have ignored the high average profit of $49 and have 
stressed the losses sustained by feeders purchasing cattle in February, March, and 
April of this year. The fact is that of the cattle going into feed lots from August 
to April, relatively few are purchased for feeding during February, March, and 
April. This is indicated by the following table: 


TaBLe 1X.—Number of stocker and feeder cattle shipped from 5 major markets! 


| Months Number head) Percent 
| ; : 


Months Number head! Percent 
, 
| 


7 
| 
1] 

nein pe een 
1 


| } i} 1961 
August. 115, 000 | 9.3 || January -__- mt 94, 000 
5 206, 000 | 16.6 || February-.._- 74, 000 
October 281, 000 | 22.6 || March 64, 000 
November 218, 000 | 17.6 ae 73, 000 
December. 116, 000 | 9.4 |} ——- 


| | Pee cacnas 1, 240, 000 100 


a Source: Table 14 of the Secretary of Agriculture’s statement, dated May 17, 1951, to the House Agriculture 
ommittee. 
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The few purchasers who bought after January, and only after January, did so 
notwithstanding the warning in the General Ceiling Price Regulation, issued 
January 26, 1951, that ‘Tailored livestock om will be issued as soon as prac- 
ticable.”” As the Secretary of Agriculture said to the House Agriculture Committee 
on May 17, 1951, ‘‘Feeders who bid up prices after the date of the order [GCPR} 
obviously assumed the risk of subsequent developments.” 


Ill. THE OPS PROGRAM IS FAIR TO THE BEEF INDUSTRY 


There have been relatively few complaints of the theoretical fairness of the beef 
regulations, Ceiling Price Regulations 23, 24, 25, and 26, to the beef industry. 
Indeed, the Washington Post reported on*May 16, 1951, that the attorney repre- 
senting the National Association of Meat Processors and Wholesalers “‘compli- 
mented OPS for ‘regulations under which we can live.’ ” 

Such criticism of the OPS regulations as the Congress has received from the 
beef industry has centered around these two major questions: 

1. Will OPS orders curtail production of beef cattle? 

2. Will OPS orders be workable and enforceable; i. e., will they drive meat 
into the black market? 

Save for those members of the beef industry who are opposed to price controls 
under all circumstances, it appears that the other members of the industry— 
packers, wholesalers, retailers, and other distributors—would have no serious 
complaints concerning the OPS regulations if they do not curtail beef-cattle pro- 
duction and if they are workable and enforceable; that is, if under the OPS regula- 
tions they will receive an adequate supply of beef at or below the ceiling prices es- 
tablished for their sources of supply. th of these points are discussed at length 
in this memorandum. 


IV. THE OPS PROGRAM IS FAIR TO THE CONSUMER 


Under the OPS program, there are three sets of ceiling prices. The first set, 
the May level, is designed to restore prices to the January level and relieve the 
squeeze on the beef industry caused by the post-January rise in cattle prices. This 
reduction in the price of live cattle will have little or no effect on the average beef 
prices at consumer levels. The reductions in live-cattle prices of approximately 
4% percent in August and 4% percent in October will be reflected in reductions in 
the prices at retail stores. The last reduction will reduce retail beef ceiling prices 
about 9 percent and restore them close to the levels of May—June 1950. As has 
previously been pointed out, the roll-backs were timed to minimize inventory losses 
of feeders. 

Table X illustrates the effect of the OPS program on retail beef prices: 


TaBLE X.—Retail beef prices in New York City under price control 


Round steak | Rib roast (7-} Chuck roast | Hamburger 








inch cut) 
Cents Cents Cents 
Ble ee oa NAb mt 
a LS SE ic. cuddbehucudw dabdkedbebeeh ate iT] 
oj Bis Ta. « ccrscotniidcknce chit Mebibock bead 1.05 82 73 64 
GIT So ioes cas urchin aittars ina atheaii 1.00 78 69 61 


wee Bureau of Labor Stgtistics. These prices were the prices under the general ceiling price regu- 
on. 


2 OPS ceiling prices, weighted as follows: Groups 1 and 2 stores; 40 percent; groups 3B and 4B stores, 20 
percent. 


3 Approximate OPS ¢eiling prices, weighted as in note 2. 
‘ Approximate OPS ceiling prices, weighted as in note 3. 


NoTE.—In each case prices of Choice grade, the grade bought in BLS surveys, were used. 
Vv. THE OPS PROGRAM IS ENFORCEABLE 


A major criticism of the program is that beef will not be sold in regular channels 
at ceiling prices but will be sold in the black market at higher prices and, therefore, 
that the entire beef program is meaningless. 

The OPS has the advantage of OPA experience in dealing with the black market. 


Thus we should be able to do a more effective job. The black market was pri- 
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marily caused by lack of slaughter control and by poor distribution of meat. The 
OPS program to deal with these problems is as follows: 

First. Slaughter registration.—OPS issued its slaughter registration and quota 
regulation, Distribution Regulation No, 1, in February. This early issuance date 
was determined upon in order to keep black marketers from entering the slaughter 
field. OPA did not effectively register slaughterers until 1945. By that time, 
some black marketers had entered the slaughtering business, and it was difficult in 
most instances to prevent their registration. By starting early, OPS can limit 
distribution to legitimate slaughterers and keep beef distribution in their hands. 
The slaughter-control program by setting quotas each month based on last year’s 
slaughter, effectively apportions the total available supply fairly among all 
slaughterers. Thus, if in a given month, estimates indicate that hog slaughter 
will be 110 percent and the cattle slaughter will be 95 percent of the 1950 slaughter, 
each slaughterer’s quota for that month is established at 110 percent of his 1950 
hog slaughter and at 95 percent of his 1950 cattle slaughter. 

canal Allocation.—In Distribution Regulation No. 2, OPS provided for record 
keeping which might serve as the basis for meat allocation when and if meat short- 
ages should develop. If necessary, OPS can allocate meat to areas, to assure fair 
supplies to each area through legitimate dealers, or can allocate meat to distribu- 
tors to assure a fair supply to each distributor. By allocating, if necessary, OPS 
can keep meat in legitimate channels and make it unnecessary for legitimate 
businessmen to go into a black market to get supplies. 

Third. Prices adequately cover transportation costs —The OPS beef regulations 
more adequately reflect transportation costs than did the OPA regulations, there- 
by making it equally profitable to sell meat in all parts of the country. Since all 
areas of the country will thus have access to an adequate supply of beef, it will 
not be profitable to set up area black markets. 

Fourth. OPS beef regulations do not squeeze legitimate businesses —OPS regula- 
tions provide more liberal dollar margins for slaughterers and wholesalers than 
OPA allowed. These wider margins have but little effect on what the consumer 

. pays, but make it es for businessmen to comply with the program. 

; While OPS should do a better job in dealing with the black market than OPA, 
f the extent of the black market under OPA has been very much exaggerated. 
' Those who have expressed concern about the black market have primarily pointed 
: to experience in the middle of 1946 when price controls were crumbling. They 


. have ignored the fact that during most of OPA, meat black markets were not a 
" serious problem. 
4 A study made by OPA covered the monthly purchases during 1944 and 1945 


by 21 packing companies covering over 100 plants and about 58 percent of the 
total volume of federally inspected slaughter. The total cost of their cattle was, 
on the average, the maximum cost permitted by the cattle regulations, and ex- 


ceeded the maximum permissible cost in relatively few cases. This is shown in the 
following table: 


iels 
ore, 


ket. 
pri- 
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Even in the spring of 1946 there was substantial compliance with the OPA meat 
regulations. A survey conducted in 27 representative cities in March 1946 
collected 4,473 meat prices from 857 retail stores. Of these, 83 percent were found 
to be in compliance. Another survey, conducted in Washington, D. C., in April 
1946 revealed that overcharges were made in only 3% percent of the purchases. 
The same situation existed in slaughtering plants. An OPA survey covering 
almost 2,000 plants, which slaughtered between 1.2 and 1.4 billion pounds per 
month, disclosed that the cost of cattle at these plants averaged 15 cents below 
permissible cost in January 1946; 5 cents below in February 1946; and 4 cents 
below in both March and April 1946. Moreoyer; the survey showed that out of 
the 170 zone and market reports for the 6 months, there were only 10 instances 
where the actual cost exceeded the permissible cost by more than 1 percent. It, is 
clear that during most of OPA there was little black marketing at either the 
wholesale or retail level. However, beginning in 1946, when it became increasing] y 
probable that controls would end on June 30, cattle were withheld from market 
and black-market operations increased. The increasing violations in 1946, 
however, were caused not by price control but by the prospects of decontrol. 


VI. THE OPS PROGRAM IS WORKABLE 


Various witnesses have testified that the OPS program is unworkable for 
various reasons. The major charges are discussed below. 
A. Uniform grading is practical 

There has been some testimony that uniform grading cannot be achieved. 
Uniform grading under standards prescribed by the Department of Agriculture 
has been used since 1916. For many years all beef purchased by the Armed 
Forces has been Government-graded. Some large chain stores, such as Safeway, 
have for many years purchased only Government-graded beef. The OPS merely 
applied these well-accepted grading standards to all beef. 

The OPA used uniform grading all during World War II. Not only was the 
grading practicable and workable but it received the support of the meat industry 
itself. A special congressional committee, the so-called Boren committee (H. 
Rept. No. 808, 78th Cong., 1943) was established to investigate grade labeling 
and found that grade marking of meat was supported by the industry. In its 
report, the committee stated: 

“In its price regulations the Office of Price Administration sets ceilings for 
these meats at various sales levels according to these grades. This system had 
the support of the industry from the outset. Prior to the issuance of OES 
Regulation No. 1, continuation of meat grading and labeling was urged by the 
War Meat Board: representing the meat industry. 

“No opposition against this system of grading and labeling of meat was 
voiced at any time in testimony before the subcommittee, 


B. Standard cuts are practical 


The OPS, to avoid evasion of the beef regulations, has prescribed a uniform 
system of cutting beef. These cuts are said to be impractical. The uniform 
cuts used by OPS are identical with those prescribed by OPA and were success- 
fully in use during all of World War II. he cuts were defined and formulated 
for the OPA in accordance with the recommendations of industry representatives. 
OPS has used these same definitions and has also permitted additional cuts in 
accordance with the recommendations of industry advisory committees and its 
industry consultants, who recommended the standards for the new cuts. 


C. There are a sufficient number of Federal graders 


Another criticism of OPS was that the beef program would not work because 
there were not enough Federal graders available. Prior to May 7, 1951, the 
effective date of distribution regulation 2, it was believed that there would be an 
adequate supply of Federal graders. When it became apparent, on May 9, that 
there were certain areas which did not have an adequate number of graders, 
distribution regulation 2 was promptly amended, on May 11, to permit self- 
grading for all grades if Federal graders were unavailable. This authority 
lapsed after May 20, when the temporary shortage of Federal graders ended. 


D. The OPS program will not cause premature sales 


There has been some testimony that the OPS program will cause the premature 
liquidation of stock, thereby eventually causing a decline in beef-cattle production. 
The reports of cattle marketings following the issuance of beef regulations on 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 919 


April 30 show that there has been no premature liquidation. In each of the 
next 3 weeks for which reports have become available, fewer head of cattle were 
marketed than in the corresponding week of 1950 and the average weight of the 
cattle marketed was heavier than the average in the corresponding week of 1950. 
Inasmuch as these 3 weeks were immediately prior to the first and sharpest roll- 
back of cattle prices, it might have been anticipated that any substantial liqui- 
dation would have spentied during this period. 


TaBLe XII.—Cattle slaughtered under Federal inspection ' 





Head (thousands) Average live weight | Gr et, 


1950 





1 Source: Livestock Branch of the U. 8. Department of Agriculture. 


The result was to be expected because under the OPS regulations it does not 
pay to market prematurely. Holding cattle for a longer time is advantageous to 
the producer and the feeder, for the heavier and better grade animal brings a higher 

rice. Then, too, any premature rush of cattle to market would drive prices 
below OPS ceiling prices, and it is unlikely that cattlemen will kill their market by 
glutting it with cattle. . 


THE SLAUGHTER Quota PRoGRAM 
I. OBJECTIVES OF THE PROGRAM 


The OPS slaughter quota system is a method for allocating available supplies 
of livestock among slaughterers. It has the following objectives: 

1. To assure a fair division of available supplies of livestock among existing 
slaughterers. 

2. To prevent irresponsible operators from obtaining supplies of livestock and 
diverting meat into the black market. 

These objectives are important for three reasons: 

First. Experience in World War II demonstrated that there can be no equitable 
distribution of meat among areas, or to consumers, or to meat processors or distri- 
butors unless livestock is kept moving in normal channels to the slaughterers who 
have customarily handled such livestock. Slaughter quotas are the foundation 
of any program for equitable distribution of meat. 

Second. It is an essential requisite of any system of controls that the businesses 
regulated be assured of an opportunity to make a fair profit. In the absence of 
slaughter controls, established slaughterers might not be able to get adequate 
supplies of livestock and would therefore be unable to earn a fair return. 

hird. Unless meat is controlled at the slaughter level, the task of controlling 
the black market becomes very difficult. In World War II black-market sellers 
frequently obtained their supplies from irresponsible operators who invaded the 
slaughtering business and diverted supplies from legitimate slaughterers. More- 
over, legitimate and established businesses which do not get their fair share of 
livestock or of meat are under constant economic pressure to go into tlie black 
market in order to survive. 


II. TECHNIQUE OF THE ORDER 


The method used in distribution regulation 1 to achieve these objectives is 
basically simple. 

Packers are prohibited from slaughtering in any given month a greater propor- 
tion of the total available livestock than they slaughtered in 1950. Thus if a 
packer slaughtered in June 1950 1 percent of the total live weight of cattle 
slaughtered in that month, he may slaughter in June 1951 only 1 percent of the 
live weight of all cattle slaughtered in June 1951. 

This result is accomplished by giving each slaughterer for each month a quota 
base for each species of livestock equal to the amount he slaughtered in the corre- 
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sponding month of 1950. Then an estimate is made of the livestock which wil! 
come to market in a particular month. This estimate is based on information 
from various sources, including Department of Agriculture data. 

If it is estimated that marketings of a particular species of livestock in a par- 
ticular month will be 110 percent of what they were in the same month last year 
each slaughterer has a quota equal to 110 percent of his quota base. If the 
estimate for that species in that month is 90 percent, each slaughterer’s quota for 
that species is equal to 90 percent of his quota base. 


Ill. OBJECTIONS TO THE QUOTA SYSTEM 


Two general objections have been made to the slaughter quota program. The 
first is that it is designed to limit livestock marketings and will result in shortages. 
The second is that the order is unfair to persons who want to enter the slaughtering 
business. These objections will be considered in order. 

First: It is obvious from the explanation above that the quotas are not a 
limitation on livestock marketings but only a method for dividing livestock 
brought to market equitably among slaughterers. Quota percentates are fixed on 
the basis of estimated marketings. If the percentage proves to be too low, the 
regulation provides for an increase. Also individual quota increases are granted 
in local situations when marketings are running higher than the national average. 

When, as in the month of May, cattle quotas were set at 90 percent, the question 
is sometimes raised as to what will become of the other 10 percent. As explained 
above, there is no other 10 percent. The quotas in any given month are set at a 
level sufficient to absorb all cattle brought to market in that month. 

When quotas are set at 90 percent, the percentage is not 90 percent of current 
marketings but rather 90 percent of last year’s marketings. is is because the 
number of livestock being marketed in a particular month is that much less than 
the number marketed in the corresponding month of 1950. 

Second. The slaughter control order also provides in effect that new operators 
will not receive a quota for livestock except in certain situations. Thus, adjust- 
ments have been granted under section 9 of the order in cases where slaughterers 
made investments in facilities prior to the date of the order even though they 
did not slaughter any livestock in 1950. Adjustments have also been granted 
where facilities have been expanded. 

Also section 10 of the order provides that new entrants into the slaughtering 
business will be registered ‘and granted quotas where they show that their opera- 
tions are essential to meet civilian needs in the area to be served, that the products 
to be produced cannot be obtained from any other source, and that the operation 
of the new establishment will promote the national defense by facilitating the 
production and orderly distribution of meat. 

These provisions obviously will keep out potential black market operators but 
permit the entry of persons whose proposed operations serve a genuine need and 
contribute to the national defense. 

In brief, the slaughter-quota program is a method of assuring equitable 
distribution of livestock and of meat, of protecting legitimate enterprises 
in the meat business, and of preventing the growth of the black market. _ Itis 
not a restriction on production nor a device to limit marketing of livestock. 


CONCLUSION 


The OPS beef program is fair to all segments of our economy and is workable 
and enforceable. As the Secretary of Agriculture stated to the House Agriculture 
Committee on May 17, 1951: 

“In view of the mutual stake of farmers, consumers, labor, and business in 
economic stablization, I believe we should give the price orders a fair chance to 
work, or those who now complain should come forward with a better plan.” 


MEMORANDUM ON SEcTION 402 (p) (1) or THE DEFENSE PropuctTion Act or 1950 


Section 402 (d) (1).of the Defense Production Act of 1950 provides: 

‘Regulations and orders issued under this title shall apply, regardless of any ob- 
ligation heretofore or hereafter incurred, except as provided in this subsection; 
but the President shall make appropriate provision to prevent hardships and in- 
equities to sellers who have bona fide contracts in effect on the date of issuance of 
any such regulation or order for future delivery of materials in which seasonal de- 
mands or normal business practices require contracts for future delivery.” 
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This specific standard is in addition to the more general standards set out in 
section 402 (c) which deal with the authority to establish ceilings. 

It has been alleged that the Office of Price Stabilization has ‘‘not paid any at- 
tention” to this section, particularly the last part thereof dealing with contracts 
for future delivery. This memorandum demonstrates that this allegation is com- 
pletely unfounded, 

1. The OPS has carefully scrutinized every claim for relief under section 402 (d) 
(1).—Seetion 402 (d) (1) grants the power to cut across contracts whether they 
were entered into before or after the issuance of ceiling price regulations. That 
power is circumscribed, when the standards in section 402 (c) are met, only with 
respect to bona fide contracts for future delivery of materials in effect on the date 
of issuance of any regulation. If such contracts are required by seasonal demands 
or normal business practices and cutting across them causes or will cause hardships 
and inequities, then the President is required by section 402 (d) (1) to act to pre- 
vent such hardships and inequities. If such contracts are not required by seasonal 
demands or normal business practices, or if cutting across them does not involve 
the requisite hardship and inequity contemplated by this section, then the mandate 
of this section is that the ceiling-price regulation shall apply regardless of any obl.- 
gation incurred prior to its issuance, including obligations entered into under 
preexisting regulations. 

2. A number of regulations allow preexisting contracts for future delivery to be 
carried out at the contract price.—The OPS has issued 12 regulations which have 
permitted preexisting contracts for future delivery of materials to be carried 
out at contract prices higher than the ceiling price established: 

CPR 3—Coal, Except Pennsylvania Anthracite—February 2, 1951 
CPR 6—Fats and Oils—February 14, 1951 
SR 9 to GCPR—Exported Commodities— March 5, 1951 
SR 1 to CPR 8—Cotton Producers’ Contracts— March 7, 1951 
SR 13 to GCPR—Coke, Coal Chemicals and Coke Oven Gas—Mar. 13, 
1951 
CPR 18—Manufacturers’ Prices for Wool Yarns and Fabrics—April 5, 
1951 
. SR 2 to CPR 8—Contracts for Future Delivery of American Upland 
Cotton—April 28, 1951 

. SR 24 to GCPR—Puerto Rican and Virgin Island Blackstrap Molasses— 
May 3, 1951 

. CPR 29—Pure Nickel Scrap, Monel Metal Scrap, Stainless Steel Scrap 
and Other Scrap Materials Containing Nickel— May 3, 1951 

. CPR 31—Imports— May 4, 1951 

. CPR 39—Marine Feed Products Sold by Processors, Importers and 
Distributors—May 24, 1951 
12. CPR 40—Burlap— May 24, 1951 

The nature of the “hardships and inequities’? which OPS has considered itself 
bound to relieve under section 402 (d) (1) is revealed in the statements of con- 
siderations accompanying these regulations. In SR 13 to GCPR, the fact that the 
preexisting long-term contracts provided for amortization of the capital invest- 
ment needed for performance of the contracts, the fact that in the market for 
coke-oven gas there was normally but a single buyer and a single seller, and the 
fact that the seller produced only what the buyer had contracted for with the 
surplus going unmarketed were deemed sufficient to present a hardship situation 
if the contracts in question were cut across. In CPR 6, the facts that the regula- 
tion accomplished roll-backs in prices, that producers of fats and oils operated on 
comparatively short gross margins over material costs, and that the producers had 
entered into contracts based upon substantially higher costs of materials they were 
compelled to pay, were deemed sufficient to present a hardship situation if the 
contracts in question were cut across. In SR 2 to CPR 8, the facts that cotton 
shippers operated upon a relatively small profit margin over cost, that their 
contracts could not be performed except by incurring an out-of-pocket loss under 
CPR 8, and that such loss would substantially reduce the 1951 earnings in the 
trade, were deemed sufficient to warrant relief under section 402 (d) (1). 

4. A number of regulations allow upward adjustments of ceiling prices for specific 
preexisting contracts for future delivery—OPS has also issued five regulations 
which contain provisions for adjustir g upward the ceiling prices established in such 
regulations: 

1. CPR eae Delivered from Mine or Preparation Plant—February 
, 1951 
2. CPR 2, Revision 1—Cattlehides, Kips, Calfskins—March 15, 1951 


1, 
2. 
3. 
4. 
5. 
6. 
7 
8 
9 
0 
1 


1 
1 
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40, 


4. CPR 30—Machinery and Related Manufactured Goods—May 4, 1951 
5. CPR 41—Shoe Manufacturers’ Regulation—May 29, 1951 

In four of these regulations, the adjustments are provided only with respect 
to designated an contracts for future delivery of materials. In one 
regulation, CPR 4, the adjustments are provided not only with respect to such 
contracts but also as to contracts entered into under the regulation. 

In six regulations issued by this agency, provision has been made to relieve 
a manufacturer who, as a result of his applicable ceiling prices, has been or would 
be forced to operate at a loss with respect to his over-all manufacturing operations: 

1. og 22— Manufacturers’ General Ceiling Price Regulation—April 25, 
1951 
. CPR 30—Machinery and Related Manufactured Goods— May 4, 1951 
. CPR 18, Revision 1—Manufacturers’ Prices for Wool Yarns and Fabrics 
May 9, 1951 
. GOR 10—Adjustments of Ceiling Prices for Manufacturers, May 11, 1951 
: ss - 37—Primary Cotton Textile Manufacturers’ Regulation—May 16, 
1951 
6. CPR 41—Shoe Manufacturers’ Regulation— May 29, 1951 

This provision is applicable to preexisting contracts for future delivery of ma- 
terials as well as to contracts entered into under the particular regulation. Such 
a manufacturer can obtain the adjustment of his ceiling price which the Director 
of Price Stabilization deems necessary to provide appropriate relief. Should the 
manufacturer’s application for adjustment not be acted upon within 30 days after 
acknowledgment, he may sell at his proposed adjusted ceiling prices. 

The absence from a particular regulation of a provision validating preexisting 
contracts or providing for upward adjustments of ceiling prices it establishes does 
not prevent a seller or group of sellers from obtaining relief under section 
402 (d) (1). Price Procedural Regulation 1 Revised provides in article 4 for 
petitions for amendment and in article 5 for protests. A petition for amendment 
is the appropriate means for presenting a hardship situation to the Agency which 
is of general applicability. SR 2 to CPR 8, which validated certain cotton ship- 
pers’ contracts in effect when CPR 8 was issued, resulted from such a petition. 


3. CPR allie. -~ eiomeend General Ceiling Price Regulation—Apri! 2; 


MEMORANDUM ON THE BARBER AND BEAuTy PARLOR TRADES 


Under the Defense Production Act of 1950, prices charged by barber shops 
and beauty parlors are subject to price control. This memorandum lists reasons 
for the necessity of continuing control over these prices. 

1. Barber- and beauty-shop services are a significant factor in the cost of living.— 
For the year 1948, according to the Bureau of Census, there were nearly 92,000 
barber shops, more than 74,000 beauty shops, and in excess of 2,500 combination 
barber and beauty shops in the United States, or a total of approximately 169,000 
such establishments in the United States. The receipts from this combined 
total at that time stood at nearly $845,000,000. As of 1950, dollarwise, such 
barber- and beauty-shop services absorbed 1.3 percent of all consumer dollars 
spent in that year. 

2. Prices for barbering and beauty-shop services have increased far in excess of 
the general increase in prices in the service trades.—As of December 1950, the last 
date for which there are available complete figures for the service trades, the 
Consumers’ Price or Cost-of-Living Index was 178.8, or a 78.8 percent increase 
over the 1935-39 base, which is treated as 100. The index for all services (exclud- 
ing rent) was 152.5. The index for men’s haircuts at that time was 231.8; for 
ee and wave sets in beauty shops 226.5; and for beauty-shop services, 
189.7. 

It can be seen from the foregoing figures that barbering and beauty-shop 
service prices have increased far in excess of the general increase in prices in the 
service trades and in excess of the increase in the cost of living. In short, these 
groups are not in an adverse position because of the increase in the cost of living 
for the reason that their prices have outpaced the general increase. The above 
figures indicate that the inflationary pressures in the barber- and beauty-shop 
fields exceed the pressures in the Nation generally and, if anything, control over 
them is at least as necessary as for other businesses whose charges enter into the 
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cost-of-living index. If these services are freed from controls it is possible, in 
view of current trends, that the prices for such services will continue on an upward 
and unchecked movement, thereby bringing about not only a distortion of price 
control, but also a disproportionate claim upon the consumer dollar. 

3. Barber and beauty shops suffering hardship may apply for an adjustment under 
CPR 84.—If, despite the general price rise in barber- and beauty-shop services, 
some individual inequities should exist, CPR 34 makes adequate provision there- 
for. While that regulation keeps services at the December 19, 1950, to January 
25, 1951, base-period level, nevertheless, under section 20 of that regulation, relief 
may be granted by way of an adjustment wherever it is shown that an individual 
business is suffering substantial financial hardship. Furthermore, should there 
be any areas where prices as a whole are too low, it is possible to apply for a cor- 
rection thereof under section 24 of that regulation. Ceiling Price Reculation 34, 
therefore, retains a base-period level of prices in effect 6 months after the Korean 
spiral began, but permits revision of prices upward for those persons who are 
experiencing hardship. 


MEMORANDUM ON WooL 


A number of statements have been made concerning the nature and impact of 
the price-control program with respect to wool which are not supported by the 
facts. 

1. Price controls have not been responsible for the decrease in production.—It has 
been alleged that OPA “unrealistic regulations and controls” were the prime 
cause for decreasing wool production since 1941. The following is the situation: 

Wool production declined 25 percent during four OPA years (1942-46), and an 
additional 26 percent during three decontrolled years (1946-49). 

The actual production figures are: 1942, 455 million pounds; 1946, 342 million 
pounds; 1949, 253 million pounds. 

Sheep numbers declined 26 percent during OPA years (January 1942, to January 
1946) and an additional 24 a in the period from January 1946, through 
January 1950. The actual figures on sheep numbers are: January 1, 1942, 49.3 
mine head; January 1, 1946, 35.6 million head; January 1, 1950, 27.1 million 

ead. 

These figures show that the reasons for decreasing wool production and sheep 
on farms even during the OPA years were not price controls but more fundamental 
and basic factors in this industry. 

2. Full consultation has been had with representatives of the wool growers prior to 
CPR 35.—It has been stated that OPS did not consult with representatives of the 
wool growers during the preparation of CPR 35. This again is not correct. 
Although a formal Teduier Advisory Committee of wool growers or of wool 
dealers was not formed, consultations with the wool-grower representatives was 
held on an informal basis, to the same extent as with dealers, even though CPR 
35 does not set ceilings for growers. It was realized, however, that their interests 
would be affected by that regulation. Mr. J. Byron Wilson, legislative agent of 
the National Wool Growers Association; Mr. J. M. Jones, secretary of the Na- 
tional Wool Growers Association; and Mr. C. J. Fawcett, general manager of the 
National Wool Marketing Association, were consulted by the Wool Section of 
OPS and by the Chief and Assistant Chief of the Consumer Soft Goods Division. 
On or about the following dates consultation was held with one or more of the 
above-mentioned individuals: February 19, 1951; February 20, 1951; March 10, 
1951; March 17, 1951; March 25, 1951; April 10, 1951; and April 11, 1951. 

The basic schedule and price relationships in CPR 35 were evolved at the 
March 25 meeting at which Messrs. Wilson and Fawcett were present along with 
25 dealers and top makers. Messrs. Wilson and Fawcett offered no objections to 
the schedule as drawn up in terms of possible unfairness to growers. 

Although the prices ultimately established by CPR 35 were lower than those 
recommended by the trade, the relationships between prices remain the same. 

3. Price levels for wool growers are fair —CPR 35 prices are 96.5 percent above 
prices at which fine wool sold in June 1950, and 110 pereent above June prices 
for medium wools. CPR 35 prices represent 180 to 190 percent of parity on the 
basis of figures released by the United States Department of Agriculture on April 
15, 1951. Wool prices were 98 percent of parity in 1947, 102 percent in 1948, 
and 113 percent in June 1950. 


§3762—51—pt. 1 59 
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OFFICE OF THE HovusinGc EXPpEpDiTER, 
Washington 25, D. C., June 5, 1951. 
Mr. Josepn P. McMurray, 


Staff Director, Committee on Banking and Currency 
United States Senate, Washington, D. C. 

Dear Mr. McMorray: In your letter of May 29 you asked for my comments 
on Senate bill 1550, introduced by Senator Kefauver, which authorizes the 
Housing Expediter, or such other officers as may be designated by the President, to 
establish and maintain rents on housing accommodations rented by the United 
States or any agency thereof (including the Atomic Energy Commission). The 
bill provides that maximum rents established and maintained under the act shal! 
be generally fair and equitable, and md} be adjusted to allow for decreases or 
increases in the costs of operation and maintenance. The bill also would freeze 
rents which are in effeet on the date of the enactment of the act until such time as 
regulations are issued as authorized by the bill. 

nder the rent regulations issued pursuant to the Housing and Rent Act of 
1947, as amended, which act is administered by this agency, housing accommoda- 
tions rented by the United States Government or any agency thereof and located 
in a controlled area are subject to rent control. owever, this agency has no 
authority to control rents in residential units in any municipality or State which 
has been decontrolled by local option. Consequently, rents charged by the 
United States Government or any agency thereof in these localities are not 
subject to control under the present law. 

In my recent testimony before the Senate Banking and Currency Committee, 
I recommended the enactment of S. 1397, Defense Production Act amendments of 
1951. This bill provides for the extension of Federal rent control and would 
authorize in title IV-A the President to establish and maintain maximum rents 
on all housing accommodations, including those rented by the United States 
Government or any agency thereof. If title IV—A is enacted into law, the objec- 
tives of Senator Kefauver’s bill would be accomplished. 

Thank you for giving me an opportunity to express my opinion on the merits 
of Senator Kefauver’s bill, 

Sincerely yours, 
Ticue E. Woops, Housing Expediter. 





APPENDIX 


(The following was ordered inserted in the record as a result of 
the discussion on p. 220.) 


List 2.—ALPHABETICAL LisTING OF APPLICATIONS FOR CERTIFICATES OF NECESSITY 
(Sec, 124A or InTeERNAL ReveNvE Cope) 


INTRODUCTION 


This listing includes all cases assigned a T. A. number for which data have 
been furnished the Bureau of the Census. The highest T. A. number included 
is 8,124; however, some cases with lower numbers are not included due to 
processing difficulties. 

The listings are in alphabetical order as determined by the name of the firm. 

In all cases, the ‘‘Facilities amount” shown is the total amount applied for to 
the nearest thousand dollars. 

In the column ‘‘Delegate agency,” one-letter abbreviations have been used to 
indicate the agency to which each case was referred. The abbreviations are: 


Delegate agency 
Department of Agriculture. 
Department of Commerce. 
Department of the Interior. 
Defense Transport Administration. 


In the column “Status,” one-letter abbreviations have been used to indicate 
the status reported to the Bureau of the Census by April 20, 1951. The abbrevia- 
tions are: 


Delegate agency 


Space limitations have made it necessary to abbreviate company names and 
locations in this listing. In the fields of transportation, pipeline construction, 
and similar industries, it is not always possible to assign specific geographic 
codes. In these cases the locations shown are one of the nine geographic divisions, 
the United States at large, or a foreign country. 


Applications for necessity certificates in alphabetic order (under sec, 124A of the 
Internal Revenue Code) 


Facil- 
ities 
Facilities location, city Date jamount 
and State filed (thou- 
sand 
dollars) 


a 4 B. Centerless Grinding 


0. 
a, L. Mechling Barge Lines, | United States at large__- 


ne, 
Edward Aaron Corp.- ...| Fort Scott, Kans. 
do .| Lamar, Mo-.-... 
Skokie, Ml. ..___-- 


Abbott Laboratories .| Chicago, Ill 
fi Chieago, Ml. ____- 


1,193 | A 


Haooca0oPrr> 4 4 
wuyuyey OO 
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Applications for necessity certi tn alphabetic order (under sec. 124A of th, 
CaP void Code) —Continued o 


—_— 


PP 


e ae 
ZHRSES 


fre PPM 
TEZaSRE 


& 33 


aa te 
Be 


PENPP PS 
SESPBELES 


Pee 
838 


» 
Sz 8§ 


Abrams Instrument Corp-..- 
Abrams Metal Co 
Acadia Corp 


Facilities location, city 
id State 


Acadia Synthetic Products...| Chicago, Ill 


Accurate Prod 

Accurate Bushing Co__..-..- 
ACF Brill Motors Co 

Ace Electric Service Co., Inc 

Ace Iron & Metal Co 

Ace Steel Baling, Inc 

Ace Tool & Die Co 

Acheson Colloids Corp 

Acme Aluminum Foundry Co. 
Acme Electric Corp 

— Aluminum Foundry 


Acumeter Laboratories, Inc_. 


Acushnet Process Co 
Adamore Mills, Inc 

Adams Paper Converting Co. 
a Rite Manufacturing 


Adams Stamping Corp 
Adamson United Co 
Addison-Wesley Press, Inc_-.- 
Allen & Effie Adee 

Adelta Manufacturing Co., 


Inc. 
Adirondack Foundries & 
Steel. 
Admiral Die Casting Corp- -- 
Advance Die & Tool Co 
Advance Electric & Relay Co 
Advance Glove Manufactur- 


ing Co. 
Advance Glove Manufactur- 


Aero-Coupling Corp - 
Aero Electronics Co-. ee 
Aero Supply Manufacturing 


0. 
Aero Trades Manufacturing 
Corp. 
Aerojet Engineering Corp-.-- 
0 


The Aerotec Corp.. 

Aerovent Fan Co., Inc 

Aerovox Corp 

The Aetna Standard Engi- 
neering Co. 

Affiliated Screw Products Co. 

Afram Bros. Co 

Agawan Aircraft Products, 


nc. 
—— Products Co--... 
0 


ota d tee. nko 
Ahlberg Bearing Co 


Greenwich, Conn 


Garwood, N.J 
Philadelphia, Pa 
e 
Detroit, Mich 
Toledo, Ohio 
Detroit, Mich 
Port Huron, Mich_.-... 
Chicago, Ill 
Allegan 


do 
Los Angeles, Calif 
Cleveland, Ohio.......-. Mar. 27 
Philadefphi, Rare 
10. 


Oak Park, Mich. _......}...do 
“ye ‘Lower Falls, |...do 


ass. 

New Bedford, Mass. ...} Jan. 
Taunton, Mass.........| Jan. 11 
Manistee, Mich Feb. 28 
Glendale, Calif.......... Mar. 23 


United States at large...| Feb. 2 
Union, N. J Mar. 23 
Akron, Ohio. ... ‘ 
Cambridge, Mass 


Gretna, Kans__ 
Philadelphia, Pa_. 
Waterbliet, N. Y 


Feb, 27 


Mar. 22 
Mar. 23 
Nov. 6 
Mar, 19 
Dec. 18 


Nov. 8 


Dec. 19 
Feb. 14 
Mar. 15 
Mar. 16 
Mar. 22 
Feb. 6 
Nov. 6 
eae Fe 
Feb. 16 
Piqua, Ohio Mar. 23 
New Bedford, Mass.....}...do.. .- 
Elwood City, Pa Jan. 30 


Chicago, Til Mar. 22 
Milwaukee, Wis Mar. 9 
Sag Harbor, N. Y Mar, 19 


meen Creek, Ariz....-- Dec. 18 
loy Pinal Oounty, |...do.... 
Ariz. 
Phoenix, Ariz 
Chicago, Tl 


ae Mich 


O> Pe 200 acasaqaqaaaa o 00000 a Q000 0 O80000 A000 A200000FO0 0000096000000 


Date 
Ccerti-. 
fled or 
denied 
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Applications for necessity certt, in alphabetic order (under sec. 124A of the 
* Fassel esos evenue Code)—Continued 


Facil- 
ities 
Facilities location, city Date jamount 
d Sta filed (thou- 
sand 
dollars) 


Delegate 
agency 


Status 


= 
= 
- 


POL PP PDP DSSS 
SSSSSss 


181 
1, 758 
241 


623 


8 


S225 


pane: ert t City 


le, Ky 
Dati Pe 
Nungua Fi Fal 
New York, “E Xs 


Ky-. 


do 
Airborne Accessories Corp... 
Airborne Instruments Labo- 


Pelololololelololololeloleloleloleleleleloleleloleic 


~ 
4 


aac 


ucts, 

Aircraft Fitting Co 

Aircraft Hardware Manufac- 
turing Co., Inc. 

“ing. -Marine Products, 


a0 


pered Sheets, Inc 
Aircraftsmen Co 
Acree Co 


g2 ggagaeieees 


- 


‘orge Co 
A a Tool & Satetantariog 


Akers Motor Lines, Inc i 
Aes pa Manufacturing Wooster, Ohio. .......-. 


The oe hives Scrap Tron Co... Akron, Ohio 
Alabama Byproducts Co_- Tarrant, Ala 
Mobile, Ala 


est 


oC 
C 
0 
oC 
Cc 
Cc 
Cc 
C 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
T 
Cc 
Cc 
I 
Cc 


building Co. 
Alabama Flake Graphite Co. 


— 


Washinton DO at large__. 
to 
Ps Meridian, Miss 
4 United States at large. 
» a 


HOGs4e444 
eo UU OU VOU OY wordy wraorWTO Oy wv CQ ON ee ON er ee ee UU UTD 


Ome 
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es in alphabetic order (under sec. 124A of the 
Revenue Code)—Continued 


ANP Yer 
Sean oo ¢€ 
BRS2 F22e 


» 
‘oS 


Alabaster Line Co 
Alamo Manufacturing Co., 


Inc. 
Alamo Water Transportation 


Alan Barr Aluminum Co- -.- 


Alaska curs & Terminal Co_}- 


Alaska Junk Co 

Alba Engineering Co., Inc... 
Alberta Pacific Oil Pipeline _. 
— Engine & Machine 


’orks. 
Albion Malleable Iron Co___. 
Alco Manufacturing Co 
Alcoa Mining Co.__.. 
Alcoa Steamship Co., Inc.- 


Alcote Inc. 

Aldan Rubber Co 
Alexandria Junk Co i 
Algonac Manufacturing Co 
— Plywood & Veneer 


Alice Elevator, Inc 
—— & Southern R.R. 


Co 
All Metal Screw Products 
Co., Inc. 


5 | All Power Manufacturing Co. 


James Alien & Sons 
ey Ludlum Steel Corp. 


2,152 |_...- 


2, 794 
4,417 
5, 579 
5, 580 
5, 581 
4, 362 
5, 829 
2, 828 
7,012 
2, 827 
4, 569 
3, 658 
1, 224 
1, 399 
1, 639 
1, 848 


do 
“The Alliance Machine Co___- 
Alliance Manufacturing Co__ 
The Alliance Structural Co__. 
Alliance-Western Co 
Allied Spomane Co.. 
—_ Chemical & Dye Corp. 


1, 882 |..... 


2, 053 
2, 100 
2, 140 
2, 231 
2, 301 
2, 333 


Dillo 
United States at large__. 


Palmyra, Pa 
J sat Alaska 
cs a Sek 


Alberta, Canada 
Portland, Oreg 


Albion, Mich 

South Gate, Calif 

British West Indies 
region. 

Detroit, Mich.__-. 

Philadelphia, Pa 

Alexandria, Va 


Algonac, Mich. __.-...-.j}.-. 


Algoma, Wis 
Alice, Tex 
Pittsburgh, Pa 
New York, N. Y 
Montebello, Calif. 


San Francisco, Calif 
eS Pa 


“| Weacaowieit: 0 Bick. 


West Leechburg, Pa 
Watervliet, N. 
Brackenridge, Pa 
Ferndale, Mich 
Watervliet, i i 
West Leechburg, Pa.. 
Brackenridge, Pa 

West Leechburg, Pa 
anna WRBwis ccnnc. 


ee Ohlezi. csuws 
Agawam, Mass 
Alliance, Ohio 

Los Angeles, Calif 
Burbank, Calif 
Newark, N. J 

Chicago, Ill 

= N. Y 


Baton Rouge, La.. 
Philadelphia, Pa 


South Point, Ohio.......}... 


—aee Va 


Ashland, K 

Hopewell, Va 

Syracuse, N. Y 

East St. Louis, Il 
United States-at-large__- 


North Claymont, Del... 
Buffalo, N. Y. 
Chicago, Th 

River Rouge, Mich 
Buffalo, N. Y 

South Point, ae 
Erie County, 

Nitro, W. 

El Segundo, Calif 
Marcus Hook, P: 
North Claymont, Del 


-— hs 
ScCcornooure 


02 b 


BH C0000 O00 4Oa0n00 2 OF 


Q4O0400000000000000000009000000000009009000009994 4 
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es in alphabetic order (under sec. 124A of the 


Applications for necessity certi, 
I Revenue Code)—Continued 


Facil- 
ities 
Facilities location, city lamount 

and State (thou- 
sand 
| dollars) 


Delegate 
agency 


Status 


| 


at Chemical & Dye Corp.| Marcus Hook, Pa . 115 

New York, N, Y_.....--|.-. 1, 901 

do 1, 455 

90 

130 

1, 644 

56 

pat ok 35 

Pax et ; 529 

Allied Machine & Engineer- | New Philadelphia, Ohio. 1, 219 

ing Corp. 
Allied Materials Corp Reprette _ » 2 188 
Allied Radio Corp... 1 ac. 985 
Allied Steel Castings Co Mar. 84 

The Louis Allis Co Milwaukee, Wis_...- ---| Mar. | 1,278 | 
i La Porte, Ind an. | 2,576 





QAQ00000OQaQ 


ne 


QaQn 


SZSh SExy 
Qo000o000o0 oar 


OWS y VIA 


“es 
= 
> 


| 
Springfield, Ml Mar. 13, 800 

‘Fhe ‘Allison Co Bridgeport, Conn Mar. 2 88 

Allison Steel Manufacturing.| Phoenix, Ariz Jan. 16 52 

All Lite Metal Window Co-_.| Bristol, Pa... | \ 16 

Alloy Die Casting Co Los Anode, ¢ Calif 2 

Alloy Products Co.. Marion, Ind_. _ 

Alloy Steel Products Co., Inc. 

Alloys & Chemicals Manu- | Cleveland, "Ohio 

facturing Co., Ine. 

Alpha Portland Cement Co. lemon. N. Y 

Alpha Products, Ine Alpha, N. J 

Altens Foundry & Machine Lancaster, Ohio__ 


Works. 
J Davenport, Iowa 
Alton & Southern R. R. Co..| East St. Louis, I! 
Aluminum Co. of America...| Cleveland, Ohio_______- 


po ctse 
rt 
zp 


S82 


NAS e 
ow 

ge 

@ 


gee 588 E68 
Qo 


~ 
4 





aaa a 


3, 
5, 
2, 
1, 
1 
1 


Satake 
8 


S885 


do 
Calhoun County, Tex-. 
United States at large_- 
Port Lavaca, Tex 
Cressona, Pa 


~ 
—_ 
= 





popepopo pons 


Reees 


Davenport, Iowa__.__--- ‘ 
Alcoa, Tenn. 
Vancouver, Wash 
Aluminum Cooking | Chillicothe, Ohio 
Utensil. 
Aluminum Industries, Ine. - - 
Aluminum Ore Co 


2 Bee 
—= 
oun 

ole’ 
4\4 


= 
a 


Cincinnati, Ohio 
Bauxite, Ark 
East St. Louis, Il 
eG A. 5 sak A 
Alvey Conveyor Manutfac- | St. Louis, Mo 

turing Co. 
Amana Refrigeration, Inc. __. 
Amazon Cotton Mills 
American Airlines, Inc 


“I@r 


LEP PNH KPPSXPHPNPN 


ty 
te 





Middle Amana, Iowa-- 
Thomasville, N. C___.-- ‘ 
New York, N. Y 


SS S832 


PaS 
- 
~ 
bt 


8 8 


American Asbestos Cement 
Corp. 
ne Asbestos Textile 


0. 
American Asphalt Roof Corp. 
— Barge Line Co 


County at large, Arizona. 
Norristown, Pa 
Kansas City, Mo 


United States at large__- 
= Beit. eca 


do 
Mobile, Ala 
Springfield, Mass 


do 
Filer City, Mich 


Grand Rapids, Mich _._-|__- 


Ones 








Q 6QO00 OSH O 
MQOOKOM WU TOW OO CO CS PVQAOOVWTIOVIONY VT On uyuy 


2000000444440 


930 


Applications for necessity certi in alphabetic order (under sec. 124A of the 
- - vs evenue Code)—Continued 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Facil- 
ities 


T.A. 
No. 


do 
American Business Systems... 
American Cabinet Hardware 


a 
sant Can Co 


PPAPPPAPPAP PARAM LHS 
YIIZZAFSZZ SSSESRES 


$5 
= 
oo 


BES 
nas 


haem Cement Corp 
American Colloid Co 
American Compressed Steel. 
ber ~yoamed Crucible Products 


BBs 38 


ann 


6, 
6, 
2, 
4, 
4, 
2, 
6, 
6, 
6, 175 
1, 
2, 
3, 
3, 
3, 
3, 
3, 
3, 
4, 
4 


’ 


PAPAXM 


do. 
American 


~ 


Cystoscope 


ers. 
American District Steam Co. 
American Drill Bushing Co., 


Inc. 
American Electric Motors, 
gpeien Enka Corp... 


American Finishing Oo... £. 2 


American —e & Manu- 
facturing 
Auer Fisiee : Manu- 


hieerhen Flours, In 
American Forging & ‘Socket 


Co. 

American Foundry & Ma- 
chine 

American Gage & Machine 


do 
American Hard Rubber Co. - 
American eo Co 
American Hoist & Derrick 


Co. 
American Instrument Co., 


kanes Insulator Corp 
American Iron & Metals, Inc. 


Facilities location, city 
and State 


Rockfor 
gether. Calif. 
St. Paul, 


Cincinnati, tie Oho. 
Lorain, Ohio 


ver, N. Y 
Willow island, W. Va... 
New York, N. Y. 


North Tonawanda, N. Y. 
Los Angeles, Calif 


Whittier, Calif_-...-.... 


os th i diieeiinnaiena do 
Newton, Kans 

Pontiac, Mich-....--.-- 

Salt Lake City, Utah... 


Chicago, Ill. ..-.-.....-- 


Silver Spring, Md-_...--- 


Dallas, Tex 


Nov. 


Date 
filed 


_ 


amount 
(thou- 


» £5 


oo 
SBowr 


8 RReSzs 


be « 
$Su3 


w 
SSSSFuee 
Q00070 Aa aancace a 4 O80 CQ a00 4 4A Q000000000000"0 Q0-000H0000000004 200000000 


rs Re 
onan oe a 
» $28 & sh 2F 


8 


Seguce s B ws 


rose ttt rr ee eo Oe UU 
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Applications for naneqncy 3 in alphabetic order (under sec. 124A of the 
ppl cogs evenue Code)—Continued 


-- Chicago Heights, iil 
Brooklyn, N. Y 


New Haven Conn. 
Aer Machine & Metals, | Sellersville, Pa 


American Manufacturing Co_| West Milwaukee, Wis__|...do 

ae Manufacturing Co | Fort Worth, Tex Mar. 
of Texas. 

American Manufacturing Co. 

American Metals Products 


American Non Gran Bronze 
The American Oi] Co. of 
Maryland. 


oa 


American Safety Razor ar. 
—- Saw & Manufac- | East Longmeadow, Mass. 
American Shim Steel Co New Kensington, Pa_._- 
Te American Shipbuilding 


LAPM PEK PPOS 


#3 


952 
420 
653 
165 
239 
379 
225 
590 
951 
847 
848 
849 


——_ 


S85 


~a 


ant et fet ee eh feet ft ett 


ma, Wash 
Corpes t Christi, Tex 
pce Mexico__.. 


SERSE 


S85 


oye pepepopope 
nw 
ae 


S8SS558 


do 
Corpus Christi, Tex 
Houston. 


Tex 
ber, NJ. 


> mS So ge 2 So GO 
ee 
a 
oe 


SeeS588 


> 
tt OH OM OHH HOM MOMS SH eee HOO OO AQQQQOQOQOOkRHHH COC CO QO 020 00 |2an A00000a0 


POPS RRS tr of Ne ot Oo VIO 


QA oe 


: Newark, —.:. Mar. 
E} Paso, Tex 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
I Revenue Code)—Continued 


Status 


American Steamship Co a 
a Steel Foundries...__| East ow Ind 


Hammond, Ind 
Cincinnati, Ohio 
Granite City, Il 
os Steel & Wire Co. | Cleveland, Ohio. 
— Jersey. 


B88F § 


PEELE EP 
—se 


8 Shs 
to 


BSSESE 


Greensburg, Ind 
Cleveland, Ohio 


E 
Baltimore, Md 
phere “wa 283. Pa 


SSERELES 


B28 


D> Drm + et OF bt et O79 9 G9 9 G0 0 G9 GO 09 9 G0 G9 
5 
we 


oo 
= 
“I 


iuerian Yarn & Processing 


Co. 

Philadelphia Textile Finish- 
ers, Inc. 

American Zine Co. of Illinois. 


do 
American Zine Co. of Ten- 
nessee. 
American Zine Co. of Illinois. 


naan = oe oe = * > Se ee oe 0S 6 Sh On Cr Cn es 8.5 Ore ee oe 7 


ames Lawrence Mills, 


ne. 

Amoskeag Mills, Inc 

Amory Worsted Mills, Inc 
Amperex Electronic Corp... 


caperiom Printing & Litho 
0 


Anacortes Veneer, Inc 


Anderson Narrow Fabrics__.. 
Anderson-O’ Brien Co United States at Large.- 
Anderson Suc Steel Co.| Van Nuys, Calif 
Anderson-Tully Co Mempbhis, 

do pbs, 


Anderson Veneer Co iieading, Calif 
W. H. Anderson Co., Inc__..| Detroit, Mich 

Anchor Coupling Co., Inc__.. Libertyville, Ill 
= "a Park Woolen Co., | Hanover, Conn 


The Ann Harbor R. R. oe; 


Anniston Foun Co 
Anode Co ne 


Apex Steel & 8 
Apex Tool Co., irs Conn 
—> Blectric Power | T rele at large, West 


= 
HOOQ008S 0200000000000000 0 000 Q0Q004 HHH QO Q0Q0000FrP0000000000000" *O00008 4 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certi, 
ppl Teal fee 


Applicant 


= Electric Power 


ppd Research Labora- 
tories. 

Applied Science Corp. of 
Princeton. 

Approved te moment Man- 
ufacturing : 

AsaBlen Aterioin Oil Co.. 

nar Tool Corp- 


eae Sunshine Co., Inc. 


Archer- -Daniels-Midland Co. 


Archer Engineering Corp 


Archer Machine Products Co- 


Argus Cameras, Inc 


Arizona Copper Mines, Inc -- 


Arizona Edison Co., Inc 


“Arizona Fertilizers, Ine 
Arizona Portland Cement Co 
ae Power & Light Co. 


Apmat Alloys, 
Armour & 


Arjay Manufacturing Co 
Armstrong Cork Co 
Armstrong-Norwalk Rubber 


orp. 

Armstrong Rubber Manu- 
facturing Co. 

Arna Corp 


——= Hoffman & Co., Inc_- 


Arash Milling Co 


Arrow Metal Products Corp. 


Arrow Petroleum Co 


‘ do 

Arrowhead Rubber Co 

Clarance J. Artz 

Arvey Corp 

Arwood Precision Castings 
Corp. 


Facilities location, city 


Date 
and State 


filed 


Baileysville, W.Va 


United States at large - 

State at large, Vi irginia_.|___ do 

State at large, Tennessee. 

State at large, Virginia _- Mar. 

North Park, Montrose, | Dec. 
Calif. 

Princeton, N. J....--.-.-|-- do.. 

New Milford, N. J Jan. 

Arabia at large 

Day ba SPU e ce ae 

Washington, D. C_ 

Condon, Oreg 

Tone, Oreg - 

Ashtabula, “Ohio_______- 

Los Angeles, Calif 


Philadelphia, Pa 
Evanston, Ill 

Ann Arbor, Mich 
Pima County, Ariz 
aber Dome Ariz 


Mar. 
a 
..do 
“Mar. 
Dec. 
a 
Feb. 6 
Mar. 
Mar. 
Feb. 


Miami, Ariz 
Globe, "Ariz 
Yuma, Ariz 
Phoenix, Ariz 
Rillito, Ariz 


State at large, Arkansas_}-__ 
Jones —, Ark. 
Brooklyn, N 

Mineola, N. 


Houston, Tex 


do 
Kansas City, Mo 
Ashland, K 
Zanesv ille, hio 
Middletown, Ohio ---_--. - 
Cleveland, Ohio 
Bartow, Fla 


Bradley, 

Forth ote 
Minneapolis, Minn 
Sharpsville, Pa 
Pensacola, F 
Norwalk, Conn__.--- 


Des Moines, Iowa 


Brooklyn, N. Y 
Providence, R. I 
Dighton, Mass 
Sterling, Kans 
Detroit, Mich 


Forest Park, Ml_......-- 
Downey, Calif 
Des Moines, Iowa_- 


Port Groton, Conn 








SNoMBEN-R Bo SERBS: 


Facil- 
ities 
amount 
(thou- 
sand 
dollars) 


1, 874 


774 
2, 743 
212 
932 





Delegate 
agency 


One|) eS 
' 
' 


Qa a 


Hee eet OOOQOQQ8RA00- 


~~ 
2 


I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
Cc 
Cc 
I 
oC 
Cc 
C 
0 
C 
Cc 
Cc 
Cc 
A 
Cc 
Cc 
Cc 
A 
oC 
Cc 
C 
Cc 
Cc 
Cc 
Cc 
T 
C 
I 
I 
oC 
A 
0 
0 





Status 
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933 


es in alphabetic order (under sec. 124A of the 
enue Code)—Continued 


| Date 
certi- 
fied or 
denied 








Feb. 23 


Mar. 19 
Mar. 13 


Do. 





934 DEFENSE PRODUCTION. ACT AMENDMENTS OF 1951 


Applications for necessity certi, in alphabetic order (under sec. 124A of th 
pt . Tere es Seen Gating aug 


Applicant 


agency 
Status 


ae 
83 


Ashland Oil & Refining Co-. 

Ash Grove Lime & Portland 
Cement Co. 

Ashland Cement Co. ........ 7 

— Oil & Refining Co... 


338 


BRBESEZIS 


Plymouth, Mich ' 

do Forestville, Conn ...----| Mar. 

Kooi rick Vines, ne") Detrtt, Mien Jan. 

Astec Lines, Inc A 

Astra Pharmaceutical Prod- 
ucts, Inc. 

— Samm & Santa Fe 


MEME YP ANMPPPEELS PANN Sr rYP 
an 
= 
s 


3 SHe3S3 8 EREZ 
SoBRES Hed Ghat 


ee SS SS 
a 
NO 


RKO 
3 


~ 
ae 
: : 
— 
Smatia 


SSRbass2 


£3 


2, 
2, 
2, 
2, 
2, 
2, 
2, 79 
3, 
4, 
4, 
5, 
5, 
5, 
5, 
3, 


do 
Atlantic Coast Terminals, 


Inc. 
The Atlantic a Co... al RG) snnwinsiinis 
Atlantic Machin Tool | Newington, Conn 
Works, Inc. 


Atlantic Perlite Co 


8 


2D 
or 
ae 
e838 8 


88 


a 
$38 


Atlantic Steel Products Co-.. 
eo Tubing & Rubber 


0. 
Atlantic Varnish & Paint Co. 
Atlas Foundry Machine Co. 
Atlas Powder Co 


+BeoSoo 
po 


FEM PHP 
2 
So 

8s SunBBs & 


s 
a 
_ 

_ 

— 


Atlas Processing Co. 

Atlas Steel & Supply Co 
ipputaete 
“Co. Veoummn Machine 


*_ ee «* i . o «= 
~aBSS8r BRB 


ieee Rubber Co © 
Auburn Spark Plug Co., Inc. 
a Gas & Keystone Oil 


fining. 
Aurora Gasoline Co 


eS 
a 
7 Ye 
Sexr8 $8288 
— HOOQO OnOOQHOQ 0200 CO00HO 00 444444444 444545448H 4HH004 3 OSH OOOOH OHR RSA He OF 


rene Soy 


3 8988 «BSskF Beh & 
i ONY OUNOON WH HON Cer OOM UND WosTWOVOTNVIOOND VO 


s 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 935 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
ppt Tessnal Reronee Code)—Continued 


Facilities location, city 
and State 


sous Laboratories, Inc... 


geeece | 


x SPeees 


Automotive Materials Corp-. 
Automotive 8 ty Corp..| B 


32 @hees BeeaEe = SBS 


PP po + 


Szsze 


Rochester, Mich. .-..... 
.| Jefferson Parish, La 

Co...| Montebello, Calif 

Vernon, —.......... 

Montebello, Calif. . M 

Harvey, La 

New York, N. Y 

Los Angeles, Calif. 


Ridgefield, N. J 
United States at large... 
Akron, Ohio 
Houston, Tex 
do 
.| Barberton, Ohio 
Alliance, Ohio 
Beaver Falls, Pa 


— i 


Browndeer, Wis. -......-. 


Auburn, Wash.--. 
Union Gity, Ind_- 
Stratford, Conn__- 


J. T. Baker Chemical Co.__.| Phillipsburg, N. J-...... Jan. 25 
Springfield, I 


Cleveland, Ohio 


do 
Bally Ribbon Mills, Inc 
The Baltimore & Ohio R. R. 


Baltimore, Md do. -_..} 
United States at large...| Feb. 15 
Baltimore, Md | Feb. 19 
United States at large...| Feb. 21 | 


84848484484 800 0 A aa-aaqae axa a 90088000 OAHOQOCOHOrAaN ANGQ0 aaacaaaq a aqaasaaca 
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936 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certi s in alphabetic order (under sec. 124A of the 
Inte Revenue Code)—Continued 


Facilities location, city 
and State 


Status 


> 


i Baltimore & Ohio R. R.| Clarksburg, W. Va. 8 
i United States at large... 


APPNPPMHP 
gas 8 


C 

Bardons & Oliver, Inc 
Bardwell & McAllister, Inc... 

Equipment Co 
= oe ric Manufac- 

0. 

Barker, Rose & Kimball, Inc- 
Barker & Williamson, Inc..-- 
Aug. G. Barkow 
—— & Tucker Co 


do 
Barnhart Hydrocarbon Corp.| Near Big Lake, Tex 
Barrett Cravens Co__........| Chicago, Ill 
Barrett Equipment Co. 
Barrico Cor Philadelphia, Pa 
Burner Corp....| Hartford, Conn 
— Porcelain Enamel Cincinnati, Ohio 


SESEBERR SBEGEEEBEE 


PNQXSe Qern 
os 
a 
rN 


eB uz: 


do 
Cambridge, Mass 
Belleville, N. J 
Cleveland, Ohio 


me 
© 
2 
o 


686 
737 
186 


Deno Mines C 

Basalt Rock Co., Inc Napa, Calif.” 

Basic Refractories, Inc.......| Maple cle Ohio 
mae ‘Skec ann: Products, Vacaville, C 


ae 
= 


Be 28 


Bates Expanded Steel Corp _| East Ss icago, Ind__...._}__- 
a Iron Works Corp i 


John Bath & Co., Inc. 

Battle Creek Box Co 

E. A. Baumbach Manufac- 

turing Co. 

Baumer Foods, Inc__--.--..--- 

A. E. Bausenbach, Inc 

Don Baxter, Inc 

— Electric Motors, 
ne. 

Baxter Laboratories, Inc 

== Cities Transportation 
0. 


Nr gong 
a 
ot) 
o 


$PPPMN PRPs 


._-- 


do 
Bay City Foundry Co 
Bay Petroleum © 
Ser State Abrasive 
— Bayard & Co., Inc_. 


PPrAnye 
2 — 


PLENY 


----.do 

Bayside Barge Co 

—- : Engineering Co. of 
Beall Pipe and Tank Corp--. 
Bear Manufacturing Co 
Bearing Co. of America 
Beaumont Sour Lake West- 


w 
= 
eo 


C2 bat ee om 
SRS 


Q0Rn8HS 4O0Q0 a8QaQQ00ROH8 BHO aaQar |aqqeaaaGa FPaAaaKao GA0a Q0o0oceorKG00 ONOO0OKHO00HH 4 
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POLED 
> 
we 


Beaver am Engineering 
Corp. 
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Applications for necessity certi in alphabetic order (under sec. 124A of the 
ppl eves. Code)—Continued 


Facil- 

ities 
Facilities location, city Date |amount 
and State filed (thou- 

sand 
dollars) 


Status 


The Beckett Paper Co Hamilton, Ohio 

The Beckman Eupply ..--| Hammond, Ind 

Becton Dickinson & Co East Rutherford, N.J_.. 
Beech Aircraft C Wichita, Kans 

Beller Warehouse Evansville, Ind 

Joseph Behr & Sons Rockford, {1 
Olon Belcher Lumber Co., 

C. 


$888 


do Fort Worth, Tex__._.__- 
The David Bell Co., Inc Buffalo, N. Y_- 
Bell & Gossett Co Morton Grove, Ill 
ew Howell Co isieserens, I 

o 0 

Bell Oil & Gas Co Grandfield, Okla_ 
Belle City Malleable Iron...-| Racine, W 
Beloit Iron Works Beloit, Wis 


ANNO PSY 
~ 
a3 


oe 





LB8a8B80S 8! BSS 


Beeadeeqsesaeese 


do 
Ben Hur Refining Corp 
Bennett Industries Inc Peotone, Ml__._......-. si 
Bennett Manufacturing Co_.| Westerville, Ohio 
Bennett Mining Co Keewatin, Minn 
Benson Manufacturing Co__- 
Benson Mine--__._..._.....-. Star Lake, N. Y_.....-- 
Berco Manufacturing Co.....| Waterbury, Conn 
Berea Rubber Co Berea, K 
Berg Equipment Co Marshfield, Wis 
Berg Me’ Co Los Angeles, Calif 
do do 
st ae nen admit 
Bergen Wire Rope Co__._..._| Lodi, N. 
Beoe Machine Products, | New York, N. Y-...-.-- 
ne. 
Berkeley Pump Co ee 
Louisville, 
The Louis Berkman Co Steubenville, Ohio. _-___- 
Berkshire Color & Chemical | Springfield, Mass 


orp. 
Berlin Chapman Co Berlin, Wis 
Berman Bros. Steel Corp Grand Rapids, Mich... 
Otto Bernz Co., Inc..._._....| Rochester, N. 
Berwick Bay Towing Co., | Nashville, Tenn 
ne 


Bessemer & Lake Erie R. R. | United States at large. _- 
0. 


do 
Besser Manufacturing Co._-. 
The Bessemer Limestone & 
Cement Co. 
Best Cotton Co 


pp 
~~ 
33 


Feb. 21 


5, 
2, 
4, 
1, 
5. 
5, 


S2SSER% 


par 
z= 





aes 


8 
yoy wuUTo HOWTO DUD UTI VIOQOVO UV UU UU VTION suv 


Barrackville, W. Va 
Idamay, W. Va_-_-_-....--|-- 
Golden Ridge, W. Va-_-_-}-. 
Cornwall, Pa..........--|.-- 








Bethlehem, Pa___------ 





wIOQWY OVO We VT O 
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Applications for necessity certi 
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coe 

_ 
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bat teat pent et eat et 
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1 
1 
1 
1 
1, 
1 
1 
1 
1 


iSze 


on 


PHA PH 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Inte 


Beihleien Sparrows Point 


Bev Hills Hospital, Inc 

ey Machine 
W orks 

oe) Rock Stone & Material 


Big Savage Refractories 

Big Three Welding Equip- 
ment. 

Bigelow Sanford Carpe 

Bill Jack Scientific I Son 
ment Co. 

Bills Machine Shop 

Bilrus Co 


ene Corp... -- 


Bingnanton Steel Fabricat- 
—— Southern R. R. 
so. 


do 

V. Bishop Co. Platinum 
Works 

i Bishop & Co. Platinum 
Works, 

Bishop Manufacturing Corp 

Bjorksten Research Labora- 
tories, Inc. 

— Warrier Towing Co., 
ne. 

Blackmer Pump Co 


Bethlehem, 


Sparrows Boint, Md...- 


Lackawanna, 
Steelton, Pa 
Sparrows Point, Md 
Bethleh P. 


eee Peli Md... 
Johnstown 
pa a Md_. 


Pulaski County, Ark _- 


Frostburg, Md 
Houston, 


Amsterdam 
Solano Bench Calif. 


Lawrence, Kans_---.--.. 
Los Angeles, Calif__.._.- 


— Ohio 


iia tecmbon. a ieee 
Birmingham, Ala 
Rock Island, I) 
Chicago, Il 
Chester, Pa 
Malvern, Pa 


Cedar Grove, N. J 
Madison, Wis 


Louisiana at Large, La. 
Grand Rapids, Mich_-.-.- 


—* N.Y 


Biack well, Okla 
New Castle, Pa 


SM oo BIR Bo!!! 


NE! BR « 


SroF 


- 
PPS 


oR 


QméQ00 4 00 0 ane #8 aoaqcecaaa ac oo a QOOQDO8OHOO4 ORR HQCC}CO0000 C0000 4 (© Leslee 


odd OQ wy ew UY OD OOO UF madd HONSHOQOOONTTTOAOyOA0A0a WOO0O a ADH | 


in alphabetic order (under sec. 124A of the 
Revenue Code)—Continued 


Date 


denied 


| 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 939 


Applications for necessity es in alphabetic order (under sec. 124A of the 
ppl Roane Prone evenue Code)—Continued 


Facil- 

ities 
Facilities ea, city Date jamount 
and State filed (thou- 

sand 

dollars) 


Pittsburgh, Pa 
Blawnox, Pa 
oe, Pa 


Pittsbu, Pa 


Rae 


SOL do 
528 | Blaw-Knox Construction Co. ‘a 
8. ot Inc. Weehawen, N. J 
W. Bliss Co Canton, Ohio 


Washington, D.C"- 
Greenfield, Ohio. 
Council Bluff, lowa 
Philadelphia, is 
Farmingdale, N 

<r Wash 


eepe 


Brookiva, W : 
Detroit, Mich 


Adrian, Mich____-- 
New York, N. Y 
New Orleans, La 


- SSx 


.| Somerville, Mass 
6,639 | The Bond Rubber Corp Derby, Conn 
3 | C. D, Bondurant Grain Co--_-. 
Bonner Packing Co 
Booth Cold Storage Co_...._. 
Stamford, Conn 
Milwaukee, Moskcn ae 


Decatur, Ill 
Bedford, Ohio 
Warns Corp., Spring | Bellwood, Ill 
Division. 


Ov WON SOD DOOM DUMONT UTUIIIAG 


Apr. 10 


do 
..| Memphis, Tenn 
.| New Castle, Ind 
Chicago, Til 
Muncie, Ind. 
Rockford, Il. __ 





Beloit, Wis......._.__... 
North Weymouth, 


C 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
A 
Cc 
Cc 
= 

I 
A 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
CG 
4 Cc 
5, re 
1 Cc 
C 
Cc 
Cc 
Cc 
Cc 
Cc 
C 
Cc 
T 
A 
= 
Cc 
Cc 
Cc 
C 
Cc 
Cc 
C 
C 
Cc 
Cc 
Cc 
Cc 
Cc 
I 
Cc 
A 


444 SPH 
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940 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certi in alphabetic order (under sec. 124A of th 
see evenue Code)—Continued , 


Date 
certi- 
fied or 
denied 


; Facilities location, city 
Applicant and State 


Delegate 
agency 


804 | Paul & Johanna Boumans....) Hillside, N. J... 
Bovaird & are Manu- | Bradford, Pa 
peas Way 
Bower Roller Bearing Co... -| Detroit, Mich....___- abi 
Bowser, Inc Fort Wayne, Ind..... A dead 
Boyar-Schultz Corp en 
E. J. Boyle, Ine 
Boyle Metalcraft ao 
Brace, Inc lis, Minn 
aed Peapepeypacian Co.. ae ‘ity, Mich 
oO. 


Mar. 13 


gre 
ao, 
BS 


S$2e¢e 
— OO oe 


Bell Gardens, Calif 

Brandt Manufacturing Co...| Los Angeles, Calif 

Cc Alhambra, Calif 
The Braun Bros. Packing Co_| Troy, Ohio 
Breco Manufacturing Co Baltimore, Md 
Brenco, Inc Petersburg, Va 
Brenner Paper Stock Co_..._| Winston Salem, N, C.-- 
meee rass Co eet Conn 


PALL D wpe 
“3 


ve 
uearese 


" Bridgeport Machines, Inc 

Bridgeport Too] Co Saginaw, Mich 
putes Web Co___._....-| Bridgeport, Conn 
oe idgewater Machine | Akron, Ohio 


PEP 
a 


be 
Ss 3 
ps | 


Bridgewater Manufacturing 


8 


Bridgewater Machine Co... -}...-.do 

Briggs & Stratton ‘“orp 

Brighton Mills, Inc 

Brightwater Paper Co 

Briles Manufacturing. .......| E] Segundo, Calif 

Bristo] Aluminum Co. 

Bristol Laboratories, Inc _-... Syracuse, N.Y 

bh Bristol] Machine Tool | Forestville, Conn 
0. 

Bristol Manufacturing Corp_.| Bristol, R. I 

Brocton Furniture Co__._....| Brocton, N. Y-.__- 

The Broderick Co__. Muncie, Ind 

Broderick & Bascom Rope | 8t. Louis, Mo 


- 
we 
to 


2 
S38 


3 
5 
2,7 
4 
3 


Q20 202002020 a anA|AQAAAAMOPaaAGHHSooAaAAG AQ | 


J do 
E. & G. Brooke Iron Co_____| Berks County, Pa 
Bye Hospital Equipment | Johnstown, Pa 


28 Union Gas Co_-.-.| Brooklyn, N. Y 





"se < 


bt de Co DO 
no 
= 


¢3 


do 
The Brown Corp_- 
Andrew Brown Co. of Texas Dallas, 
Braun Baking Co Pittsburgh, Pa 
Brown Industries, Inc. Sandusky, Ohio 
The Brown-Brockmeyer Co..| Washington Court- 
house, Ohio 
Brown Manufacturing Co__..| Jacksonville, Tex 
Brown Paper Mill Co,, Inc..._| Monroe, La 
Brown Realty Co. of San Dallas, Tex 
Antonio. 
Brown & Root, Inc 


! ee 
2% 3582 


PN 
os 
ee 
i 
SBE Bos aBlrosN§Rasd 


; 


-do do 
Brown Rubber Co., Inc Lafayette, Ind. 
Brown & Sharpe Manufac- Greystone, R. ss 
turing Co. 
Brown Trailers, Inc 
Browne Morse Co Muskegon, Mich. 


a 
om 
os 


oo aw 
OS OO rr Oe OO OOOO SOON TIO VD | status 


Q0 2000 AOr> COPACANAAAAAAOHeHHH C|00OO 4 


Ye PHS 
-o - 

oe ~I 
ww 

~ 





FPA AP LPP NOD 


= Pe 
RBSSESSSESSSRESES SEVSBSESSSAES 


1 
6, 
6, 
6, 
5, 


SNMP MS 


LSANN ~~ > 


fr ym 29 bo 
S28 
© 
o 


PP 


Sh Ske Base B 


ar 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applicant 


oe ronning Steamship 
0 
Reon Iron & Metal Co- 


Cc 
Bruce Engineering Co 
Brush Development Co. 
Brunette Tool Co., Ine 
Bruning Bros., Inc 
um Bruning Co., Inc__.- 


a & Lay, Inc.- 

Brunson Instrument Co.. 
Brunswick Pulp & Paper Co. 
— Chucking Grinder 


do 
The Bryant Co 
Buck Engineering Co., Inc... 
Buckeye Aluminum Co 
Hayden Chemical Corp 
ee Coal Co 


Buckeye Cotton Oil Co 
Buckeye Foundry Co 
ape ener? Pipe Line Co_.- 


Buckeye Steamship Co--___ 
are am Manufacturing 


Co. bs 
Buckite Refractories, Inc 
mde Erie Co 


Budd. Metal Co, Ine 
Buerk Tool Works 
Buffalo Bolt Co 


Buffalo Electro-Chemical Co. 
Buffalo Electric - Chemical 


0. i 
Buffalo Forge Co 
Buffalo Housewrecking Sal- 


vage Co. 
Buffalo, Rochester, & Pitts- 
burgh. 
Buffalo, Rochester, Pitts- 
h Railway Co. 
Buffalo Slag Co., Inc 
The ele Slag Co., Inc. ..- 


Bafta Weaving & Belting 
Buhr Machine Tool Co... 


Bulldog Electrical Products 
Co. of Ohio. 
w.J. eres Ine 


Bunting Glider Co 
— Oxygen Co. of Cleve- 


Burgess Battery Co 
Burgess-Norton Manufactur- 


Date 


Facilities location, city 
and State filed 


Los Angeles, Calif 
Cleveland, Ohio 
New Britain, Conn____- 


Teterboro, N. J 
Franklin Park, Il 


Brunswick, a 
Springfield, Vt 


do 
Philadelphia, Pa 
Freehold, N. J 
Wooster, Ohio--__- 
Garfield, N. J 
Mercer County, Pa. 
Nemacolin, Pa 


Cincinnati, Ohio } 
Carleton, Mich_-__......| Feb. 
Lucas County, Ohio__..| Mar. 
Cleveland, Ohio 

Binghamton, N. Y 


Woodville, Ohio 

Erie, Pa 

Evansville, Ind_ 

South M ilwaukee, Wis... 
Harvey, Ill 

Philadel 

ast 


__...-| Feb. 
Mar. 
sguaknciee 


Philp ia, Pa 
Detroit fich 


Buffalo ‘ } i 

North’ Poutib aids: Dec. 
N. Y. 

Tonowanda, N. Y__-...| Dec. 


Vancouver, Wash 


Baltimore, Md 
Rochester, etc., N. Y_... 
Woodlawn, N. Y 


Franklinville, N. Y 
Alliance, Obio 


Ann Arbor, Mich 
Londonderry, N. H-_---- 
Bridgeport, Conn 
Bellefontaine, Ohio 


do.._. 





Facil- 
ities 


jamount) 


(thou- 
sand 
dollars) | 








Delegate 
agency 


OB OOORRRH ORR RQORHHOQQON 00000000000 "4 
re Se OOO UU UU OF | status 


aa aa 


Q000 O00 4 A 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Date 
certi- 
fied or 
denied 


Mar. 


5 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of t) 
vm Internal Revenue Code)—Continued pie 


PES H PMP ww! 
Sez 


ay 
-_ 
os 


NPSPNOP AO 
3 wife ee 


ogo 
eeeeeee 


Ss: PRPSP PPLPpYP 
& $3 


Pon 
CO CO 00 


APPR PPS “eo LPs 
SELSCASRSuSS |S 


aBar 


8. B. Burnett estate __ oa 

Burton Auto Spring Co mY 

Burton are o. 

Butcher & Hart Manufac- 
turin, cs 

Butler 


Saxton, BU. Cabs aitlli bth on 
The By- Product Iron & Steel. 
Byer Manufacturing Co...... 
ae Steel Corp 

A Byers Co 


Inc 
Buffalo Tool & Die Manu- 
facturing Co. 
es Processing, 
a 


8. Steel & Forge. ...._- 
& ‘D. Batteries, Inc 


G 8 Laboratories, Inc_. 


Cc, 
Cc. 
oo + Grain Co 
Cc, es Two Fire Equipment 


Cablair Products Go. 


do 
Cabot Shops, Inc_. 
Cadillac Gage Co__ 
Calaveras Cement Co.....--. 
Albert Calderon ._........... 
Calera Mining Co 
user oe Development Co- -- 


= 
California Container Corp... 
Calif-Doran Heat Treating 


Co. 
California Electric Power Co. 
California Metals Co 
The California Oil Co........ 
= Refining Co 


Call “Sond & Mortgage Co. -- 
40 Mills Co._........- 


Gaiottna Farms Gin 

Calumet Steel Castings Corp- 
Calvine Southern, Inc._...... 
The Cambria Slag Co--_.. 


do 
646 | Cambridge Instrument Co... 


Facilities location, city 
and State 


Chicago, Ill 
Los Angeles, Calif. 
Toledo, Ohio. 


Springfield, 
Clev d, Ohio 
Orono, Maine 
Cincinnati, Ohio 
iio Pa 


Stanford, Conn 
Newark, N. J 


Culver City, Calif. . 
Ville Platte, La a 
St. a Barak La... 


Victorville, Calif 
San Francisco, Calif..... 
Elizabeth, N.J......... 
Perth Amboy, N 


Facil- 
ities 
Date jamount 
filed (thou- 
sand 


Se NSHenBSES8a 


eo 
» 
8 
QOOOCOrPO0COHOO O8HROR QOCCOQOOHOOORn0090009O |anaaq 2 80000000000 O800r0000000000590 


i 


Status 


| 
| 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 943 


Applications for necessity in alphabetic order (under sec. 124A of the 
ppl Teanuel Ievewae Code)—Continued 


Facil- 
ities 
Facilities location, city Date jamount 
and State filed ane 


Delegate 
agency 


Cambridge Thermionic Corp. 
w & Manufac- 


8388 


Cameron Iron Works, i, at 

Camfield Manufacturing Co..| Grand Haven, Mich _- 

Caminol Co 

8. A. _ Ginning Co Cawelo, ‘Calif ; 
| eine Calif. ...}_.- 


PPPS YPSP YP 
oOowe 
S==S= 


Delp, Calif 


patent Conn 
Detroit, Mich 
Cannon Electric Co Los Angeles, Calif 
H. P. Cannon & Sons, Inc..-| Bridgeville, os 
at Mills Co Kannapolis, N. C 


oo 
— 


Papo ape bo 
ESSue 


8 22288 


do 
Chicago, Tl)... 
Baltimore, Md- 
Canton Cotton Mills Canton, Ga... 
Canton Drop Forging & | Canton, Ohio.. 
wiehaang Co. 


os 
wee 
Come OO 


5 


do do 
Cantwell Machinery Co Columbus, Ohio 
Capewell Manufacturing Co_| Hartford, Conn 
Capital Airlines, Inc 3 
Capital Bridge Co r 
— Smelting & Refining | Oklahoma City, Okla... 


0. 
Capitol City Machine Co-.-_- a Conn 
Capitol Foundry Co 
Ca) poo ES & 
oloy © 0. 
Carboloy Co 


£8 


7, 
1, 
6, 
2, 
2, 
5, 
5, 
5, 
3, 
7, 
5, 
4, 
2, 


oO 
== 


= 
ee 


~ 
“Iwb 


do 

‘o Carriers, Inc........... 
be Co., Inc... 

>-- 


= 
oe oe 
oe 


Carlton Forte Works, _— 

Carlton Machine Tool Co....| Cincinnati, "Ohio 
Coal Grove. Ohio 
l pameee Calif 
Bucks Cent. Pa 


Biz8 


EB 


LPH PLPHLELPESLELEL PYrPr 
aa 


3=3 


APS 


SeSLESSSRE 
SOLO D EOD DTT TTOOVN DTU TTOVTTPIATAD WOO WHUVTUTO OWUUIOVUUUTE WUUIDOTOAG 0s 


QQO0P000000000000000008444448400"00 QQ0 OQ0000000 AOHANAOPAAOPF> APrPHCQQQ00Aa Qa 
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PENNS 





944 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 





Applicant 


Carteret Work Uniforms 
Copeoage Ice & Cold Storage 


Carthwait-Tyler Corp 
Carwood Manufacturing Co_. 
Cascade Manufacturing Co... 
pe Oe "Ee ee ee 
Casterline Grain & Seed, Inc- 
Castings Engineers, Inc... 
Casting Service Corp__....--.- 
A. M. Castle Co 

Castle Rubber Co.. 
Genaepmins Tractor Co 


Gaitani Cotton Gins 

Arthur J. Gavrin Press, Inc_- 
CEC Project 

eee Steel Products Corp-... 


0 
Cedar Grove Collieries, Inc- 
Celanese Corp. of America... 


Colon ¢ Co...... 

The Centerless Grinding Co... 

Central Arizona Light & 
Power Co. 


Central Barge Co. - 

Central Arizona Light & 
Power Co. 

Central Chemical Corp. of 
Lebanon. 

Central Die Casting Co., Inc. 

Central Fibre Products Co., 


do 
Central Freight Lines, Inc__ 
Central Foundry Co 
= of Georgia Railway 


do 
Central Illinois Light Co 
— Iron and Steel Co..-- 


Gentral Kansas Elevator Co-. 
Central Maine Power Co. - 
Central Metal & Hide Co __. 
Central New York Wire Corp 
Central Pacific R. R. Co 
Central Phoenix Steel Corp_- 
Central Railroad Co 

Central marae Co. of New 


Central R. R. Co., of Penn- 


“Gentral Rubber & Steel Corp. 


Central Steel & Wire Co__... 

Central Vermont Public 
Service Corp. 

Central Waxed Paper Co.... 


Facilities location, city 
d State 


Carthage, Mo... 


Waterbury, Sin 
Winder, Ga 
Portland, Oreg 
Racine Wis 

Ford County, Kans. - 
Chicago, Il 
Bridgman, Mich 
Chicago, Ill 

East Butler, Pa 
Joliet, Tl 


a le | 
New Rochelle, N. Y_-.. 
United States at large-.- 
sl Th 


Cedar eves, ht Va_. 


Newark, N.J 
Cumberland, Md if 
Bishop, Tex...-......--- 
Dumas, Tex 

Fresno, Calif 

Madison, Wis__...__.--- 
Bridgeport, Conn 

State at large, Arizona-. 


Lichfield Park, Ariz....-}-~- 
MeNary, Ariz.........-. 
Phoenix, Ariz. _._..-_--. 
Wickenburg, Ariz. _---- 
United States at large_ 
Phoenix, Ariz. -._..---- + 


Lebanon, Pa 


Chicago, I] 
Hutchinson, Kans - 





Geinty, Tii.. c.. 22... 305.1. ss 


Killeen, Tex Jan. 


Savannah, Ga. Feb. 


Date 
filed 


BE! anoBBNNERoSeuB of 


| BI NR: 


Chattanooga, Tenn... .-|...do-.- 


Savannah, G 


Harrisburg, Pa.-.-...----|--- 
Lyons, .Kans_.......----. 
Augusta, Maine...--_- se 
Atlanta, Ga 

Syracuse, N. Y_...-----. 
Roseville, Calif. _ __...-- 
Phoenixville, Pa 
Elizabethport, N. J 

Jersey City, N 


1 





nn 
ties 
amount £5 
(thou- && 


-_ 


sand 
dollars)| 4 


MAQOFPQOAQAGAAHAANQArAqQANAAANAAAA 44 


BO80Q 00 0 See ee 


O -O08 $4535 S45 Sc 


See ee OVO OY 


Se OO TOW VU UU UU UD 


Apr. 10 


Jan. 


5 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 945 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 
Facilities locati i D see 

acili ocation, city ate jamount 

Applicant and State filed | (thou- 
sand 

| dollars) 


Centrifugal Foundry Co_....| Muskegon, Mich ‘eb. ! 107 

Century Engineers, Inc Burbank, Calif . 27 | 10 

Century Metalcraft Corp-- Los Angeles, Calif ____-| Mar. 2 

Ceramic Color & Chemical | New Brighton, Pa......| Mar. ‘ 
Manufactur 

Cerro de Pasco ‘opper Corp. pon, South America_..| Feb. 


Acme, Tex 
Fort Dodge, Iowa 
eed Kans 


S82E= 


do Wichita, Kans 
QO. 8. Challenger San Diego, Calif 
Champion Forge Co Cleveland, Ohio 3 
Champion Motors Co New mrigpeey Minn... Stee. : 
er pion eo & Fibre Co. — Jan. : 


Feb. 


Zz 


Ey ee 


Mar. 16 


528! 


Apr. 2 


ee 
RE 


Fant 
Feb. 
do 
Hamiton, Sees Le ” 
vane Tex Feb. 2 
...do 
“Giaten, Wtcawansccin. | Dae, 
Wah Chang Glen Cove, N. Y_._.-_-.| Mar. 23 
Wah Chang & Refining, | Union City, N.J RP ee 


Ine. 
Channel Shipyard Co West south central | Mar. 
on States. 


Prppprprs 
BRE 


Cal al 
$383 
= 


g 





Cc 


8 


ows 
ne 
— 





a OOS 
= 
& 


8 


do 

Chapin Truckino a: Inc. .| Lorain County, Ohio 
Chapman Chemical Co Memphis, Tenn...._. 
Chapman Valve Manufac- | Indian Orchard, Mass- 

turing Co. 
T. M. Chapmans Sons Co__._| Old Town, Maine 
Charleston & W. Carolina | United States at large_- 

R. R. Co. 
oo Brass & Copper Co., 

ne. 


pore 
= 





.do 
“Chatham Brick & Tile Co., 


Chatham Electronics Corp 
Chatanooga Traction Co 
Chautaugua Cabinet Co 


Pre 





United States at large. 
Gheraw Weaving Mill, Inc_..; Cheraw, 8. C 
aad Centrifugal Fdry. | Alexander City, Ala___. 


0. 

Cherry-Burrell Corp Sheboygan, Wis 
Cherry Rivet Co__. Los Angeles, Calif 
The Chesapeake Corp. of | West Point, Va 


Virginia 

Chesapeake Corp. of Virginia. do 

The Chesapeake & Ohio | Cleveland, Ohio 
Railway. 


0...0---00 


S68 EERSESS ae 





Pp 
[Oo 
= 
o 


SSESE = 





BOWVQQQ wd 


~ 
— 
on 


at large _. 
States at large. 
Blair, W. Va 


Grand Rapids, Mich.._- 
Caenans, Ohio 


Duc ewossadcces cece 


& 


= 
T 


~ 
oe 
3 
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& 
roo yu 


zz 
BeBRE; 
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946 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certi in alphabetic order (under sec. 124A of the 
I Revenue Code)—Continued 


Se > 


a 


~- 


e City, Utah. 
do ni 
Chicago, Burlington & Uni States at large. 
uincy R. R. Co. 


ao 


do 
Chicago Cutting Die Co 
on £ Eastern Illinois 


na 


do 
Evansville, Ind 
United States at large_-- 
Danville, Il 


East north central at 


Illinois at large 
= States at large_-- 


=a=lUC TrfOllUCUCODFlClCePmlUCOP ODS 


do 
Chicago Forging & Manu- 
facturing Co, 
Cane Freight Car & Parts 


Central West Refrigerator ___. 
Canoe Great Western R. R. 


do 
The <hienge Hardware 
Found wa? AL 
Chi eights Iron & Sup- 


ly 
Chisago 1 Heights Terminal 
Chicago Heights ge 
ransfer R. R. as 

Chicago, Il 
East north central at 

Chieago, [linois Western 

R. R. 


Chicago, Indianapol 
Louisville R. R. 


cag Indianapolis 
— Ry. Co. 


T 
T 
T 
T 
- 
Cc 
Cc 
Cc 
oO 
= 
© 
© 
Cc 
c 
C 
T 
T 
T 
T 
Co 
- 
T 
T 
- 
T 
T 
T 
3 
T 
T 
> 
Co 
T 
T 
T 
T 
7. 
0 
0 
T 
® 
T 
T 
T 
Tt 
ey 
T 
T 
T 
T 
T 
- 
- 
% 
T 
T 
T 
T 
T 
T 
T 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 947 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
vF I phar 6 senate Code)—Continued 


Facil- 
ities 
Facilities location, city Date jamount 
and State filed (thou- 
sand 
dollars) 


Indianapolis & | United Statesatlarge__.- 


Useleeme ny Oo & | Bedford, Ind 
y.C 


10 
280 
655 
628 
267 
Chicago Metal Hose Corp....| Elgin, Ml ; 171 

aoe tl do... 253 

79 

9 
400 


Chie a 8t. . 13, 972 
bee Pacific R. R. 


= Milwaukee, St. 3 1, 088 
& Pacific R. R. Co. 
Savanna, Ill Mar. 833 
Bensenville, Il 1, 005 
a . | Montevideo, Minn pe 18 
0. 
Milwaukee, . ; 10 
acific Co. 


Chicago Milwaukee, St. 14 
& Pacific R. R. Co. 


Chicago Milwaukee, St. 
& Pacific R. R. Co. 
a Molded Products 


Chicago s Northwestern 


chicaes Petiestetie Tool Co..} Frankfort, N. Y 
Garfield, N. J 
Franklin, Pa 
= Metal | Schiller Park, Il_..--. 


O8484s4 4 FB 


felelelele 








oqo 8H an KB KB KB BAA AB 


~ 
4 


do Chicago eats 
Chicago, St. Paul — United cago, I at large_-- 
oie ‘& Omaha R: R 
hicago Screw Co 
Chie & 
Lines. 
Chicago Steel Foundry Co... 
Chicago Steel Service Co-_. -- 
Chicago Steel Tank Co 
Chicago Transformer 
Chiaage Tribune Building 


i a 
copes Man 0. 
Chicopee Manufacturing | Manchester, N 


Corp. 
Chicopee Manufacturing | Cornelia, Ga 
Corp. of Georgia. 
Chicopee Manufacturing | Chicopee, Ga__-_-.......-|- 


Chicopee Falls, Mass 
do Walhalla, 8. C 
Coney, , Boyd & White Co. er me. 


Choctaw Pulp & Paper Co-.- 
Cas, » ate 


COosH8O00000 OC © AN0 a0000g 2O 4AHA AO 
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Co. 
| Cincinnati, 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applicant 


do 
| Churchill Cabinet Co 


Ciba Pharmaceutical Prod- 
ucts. 

Ciba States, Ltd 

Cimarron Co-op Equity Ex- 
change. 

Cincinnati Gas & Electric Co 

ba eae Gas & Elec- 


| do 
The Cincinnati Milling Ma- 


chine Co. 


| Cincinnati Mine M: achinery 


New Orleans, 
— & Pacific R. R. Co. 


Cincinnati Steel Baling Co... 
Cincinnati Steel Treating Co- 
“Roe Street Railway 


0. 
¢-3 Machinery & Supply 


0. 
Circle Wire & Cable Corp-__. 


Cities Service Oil Co._____._- 

Circular Too] Co., Inc_. 

City Ice Co... 

City Pattern — 
Machine Co. 


.do : 
“Cities Service Oil Co- 


Foundry & 


| Cities Service Refining Corp. 


Claridge Food Co., Ine______- 


“Gianite Batteries, Ine 
Clark-Aiken Co 


Clark Bros. Bolt Co., Inc_- 
Clark Bros. Co., Inc. 
Clark Equipment Co_-.- 
ma Grave Vault Co__ 

0 


Manufacturing 


Claymont Steel Corp... ..--- 
Clayton Manufacturing Co. 
Clayton Manufacturing Co.- 
Clear Lake Grain Co 
Clearfield Clay Products Co-- 
Clearing Machine Corp 
Cleary-Shevlin Manufactur- 
ing Co. 


| 


Facilities location, city 
and State 


Newark, Del 
Detroit, Miéf. __ 
Highland Park, Mich.- 
Hamtramck, Mich 


Macomb County, Mich |. 


Dayton, Ohio 
Detroit, Mich_........-- 
Now Castle, Ind. .._.--- 


Detroit, DOieie 5855 otk: 


Center Line, “Mich_- 
mene Mich 


Summit, N.J 


State at large, N. J 
Cimarron, K 


Cincinnati, Ohio 
State at large, Ohio 


Wilmington, Ohio 
Cincinnati, Ohio 


Lexington, Ky 


Danville, Ky 

United States at large_- 
Cincinnati, Ohio 
Oakdale, Tenn 


Appleton, Wis 


Jericho, N. Y 

East Chicago, Tl 
Providence, R .I......-- 
Gainsville, Ga 

Detroit, Mich 


J do 
Ponea ee Okla 


Lake Charles, La 
Chicago, Il 
tha N.Y 


Claymont, Del 
Rosemeade, Calif__..._-- 
El Monte, Calif 


Delegate 
agency 


QQO8000 AAQQQOOOCOOPPOHHO OA80R0 0 BOO4KSRSSASA SA HOO 2000 eH BQ 0000009000844550 


Status 


CVOWIOs wT CIO TUTUY Vv sur Oe OOO OOO WV OV you~ uy yy yyy VOO 


in alphabetic order (under sec. 124A of the 
evenue Code)—Continued 


Date 
certi- 
fled or 
denied 


Dee. 21 
Apr. 2 


Mar. 7 
Do, 
Feb. 2% 
Do, 
Mar. 5 
Mar. 19 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 949 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- | 
Facilities location, ci I oe 
on, city Jate (amount) 
Applicant and State filed | (thou- | 
| sand | 
| dollars) 


> 
oF 
s 
OL 
s 
& 
oat 


Status 


} 
| 
i 


ai 


} 


.12] 1,148 
% } . B 
Al Clements Lumber Co. -_. . 19 
Cleveland City Forge Co._._| Cleveland, Ohio Mar 23 
Conia Cliffs Coal Co__._. a. County, Pa ake 


aoe 


PHP KHewe 


a2 BEEagSE88 e2030808 


Uekonian, Minn 
Hibbing, Minn 
Coleraine, Minn 
Negaunee, Mich. ______- 
Ishpeming, Mich....____|_..d 
Cleveland, Ohio 


ao pp 
eee ee OOOO 


= 
On ee 


MeConnelsville, Ohio_.. 
Hilisboro, Ohio 
do Caldwell, Ohio___-_- 
Cleveland Grinding Machine | Brooklyn Village, Ohio... 


elelele) 











oles eland Bobbing Machine | Euclid, Ohio 


do. 
The Cleveland Pneumtaic 
Tool. 
+ ancl ne 
Cleveland Steel Barrel Go_. 
ees Steel Products. 





0. 

The Cleveland Trancher Co. 
Cleveland Twist Drill Co___. 
a Manufacturing Co__ 


S885 


Cliffside Dyeing Corp 
Cliffside Realty Corp -do 

Clifton Conduit Co Memphis, Tenn... 
Clifton Paper Bost Co., Inc.| Clifton, N 

Climax Fire Brick Co Climax, Pa 
Climax Molybdenum Co.._.. 

ber Uranium Co 


S8ze 


8s 


Grand Junction, Colo...}.-. 
Glinehficld Coal Corp County at large, Virginia 
Cline & Doochin Nashville, Tenn 
wre _ ae. ii kdiea a. lowa 
; et e 
Maquoketa, Iowa. 
Shia? Mich 


s 
Ss 


PEP Pr PRE RP PNPNAPOMMPS 
rain Ea 


I 
oo 
— 


Clinton Woolen Manufactur- 
ing Co. 


Chee Box & Manufacturing 











Qa 


Co. 
Clover Manufacturing Co....| Norwalk, Conn 
Cloveriake Creamery. _._....| Plainview, Tex_....-..-- 
= Porcelain Steal Corp... ie ee. Ohio 


Coal River Mining Co hisies County, W. Va_. 


ay Centerless Grinding | Los Angeles, Calif...._.- 
0. 





annul 

Const a ens & Sup- | Near Litem Calif... 
ply Co 

do. Livermore, Calif 

Coast Paint & Chemical Co_.| Los Angeles, Calif 

Coastal Pickery, Inc Dallas, Tex 

Coastal Tank ines, Ine 

Costal Terminals, Inc North Charleston, 8, C. 

Cobalt Nickel Reduction Go. Fredericktown, Mo---.-- 

Cobell Supply Corp Fort Worth, Tex 


QeA8800 20 QRQ0ro 
omens wy OM UU 


Mar. 19 





950 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certi in alphabetic order (under sec. 124A of th 
pet snd Code)—Continued _ 


23 
o> 


— 


Cogsdill Twist Drill Co 

I. J. Cohen & Co., Inc Kansas City, 

Joseph H. Cohen & Sons, Inc_| Philadelphia, 

M. Cohen & Son Co Cleveland, Chis 
Sigmund Cohn Corp mee Vernon, N. Y..- 
Cold Metal Products Co 

— Co., Inc 


The Coleman & Bell Co 
The Coleman Motors Corp - - 
= Engineering Co 


35 


ss 


PPPEPPRHOPpenay 


ag 


Colonial Broach Co 
Colonial Engineering Co., 


Inc. 
Colorado Fuel & Iron Corp-- 


Se eee Pest 


Pueblo County, Colo --. 
Enon. Colo 


1, 
4, 
4, 384 
4 


> ey 
88% 


Las lo, NY County, 
Colo. 


PPP L PPK Ss 
SSE8s 2832 


>> 
ann 
~~ et 
ane 


opener Mass... 
Buffalo, N 


BSBS38 
NNOND 


Palmer, Mass 
a County, Colo. -.}- 


38 


SINS Ot St Gt Ot GH > 
8 
ae 


Se 
SHoaBEswwRa 


3 


do 
The Columbia Burner Co..-- 
Columbia Electric Manu- 
facturing Co. 
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Applications for necessity certi s in alphabetic order (under sec. 124A 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


cae Iron & Metal Co... 


do 

Columbia Iron Mining 00, 

Columbia Lumber 
Alaska. 

Columbia Plywood Co 

odo Steel Co 


Calumibia Steel & Shafting 
ar ~ ee Transportation Co- 


Columbia Veneer Co 
Columbian Carbon Co 


Columbine corners Co- 
— us Engineering Co. -_. 


Columbus Production Man- 
ufacturing Co. 

Com-Air Products, Inc 

Combined Locks Paper Co... 

Comar Electric Co 

Combustion Engineering 
Superheater Co, Inc. 


Commercial Construction Co 
ars Metals Co_...... 


0 

Commercial Packing Co 

Commercial Petroleum 
Transportation Co. 

Commercial Research Labs, 


Ine. 
Commercial Shearing & 
do Co. 


do 
arene Steel Treating 


orp 
Commonwealth Sand & 
Gravel. 
Commonwealth Industries... 
Company Products, Inc 
Compton Foundry 
om Automatic Machine 


Geatnane’l & Black Lick 
R.R 


Condon Grain Growers Co- 
r. e Association. 


D, Conkey & Co 
Ganley Frog & Switch Co___. 
The Connecticut Light & 
Power Co. 


Revenue Code)—Continued 


Facil- 
ities 
jamount 
(thou- 
sand 
dollars) | 


Facilities location, city 
and State 


Date 
filed 


sais ~ asia Ohio 


Girard, Ohio 
Iron County, Utah 
Sitka, Alaska 





Juneau, Alaska 
eeeeere, Calif 
San Franciseo, Calif 
Torrance, Calif 
Carnegie, Pa 


Union County, 
Kansas City, } 
Columbine, Colo 
een Ohio 


Los Angeles, Calif 
Combined Locks, Wis-- 
Chicago, Il 


Chattanooga, Tenn .-.- 


Chicago, Il 

East Chicago, Ind 
St. Louis, Mo 
Louisville, Ky 
Houston, Tex 
Beaumont, Tex 
wate “ope: Tex 


San Antonio, Tex 
New Orleans, La.. 
Beaumont, Tex 
Mansfield, Ohio 


Cincinnati, Ohio 

Dayton, Ohio 

Los Angeles, Calif.......|_.. 
Houston, Tex 


Detroit, Mich 
Youngstown, Ohio 


Salt Lake City, Utah-_- 
Chicago, Tl 

Sterlington, La 

Terre aute, In 

as York, N. Y 


Peoria, Ti! 

Detroit, Mich 
Hopewell, Va 
Detroit, Mich 
Center Line, Mich 


Compton, Calif 
Windsor, Vt 





Johnstown, Pa 
Condon, Oreg 
Mendota, Ti 


Memphis, Tenn 
Hartford, Conn 





Devon, Conn........-.- ee 
Hartford, Conn | 


as 


Delegate 


Q0a00 ana0 aqcaqqaass aqaaaq aaaa | 
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Cc 
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C 
C 
OC} 
C 
T 
T 
T 
A 
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AO 
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et bt 


agency 
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Applications for meee certificates in alphabetic order (under sec. 124A of the 


moo 
a. 
ao 


85 = 


5, 
5, 
5, 
5, 
5, 
5, 
5, 
5, 
3, 
8, 
5 

4 


....do , 
2 | Consolidated 








DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


ernal Revenue Code)—Continued 


Applicant 


‘Connecticut Screw & Rivet 


, Inc. 
The Connsetiout Spring Corp. 


| Connors Steel Co 
| Conner Tool Cutter Co_____- 


Conservative Gas Corp 

Consolidated Chemical In- 
dustries, Inc. 

Consolidated Edison Co. of 
New York. 


Engineering 
Corp. 


do 
| Consolidated Gas, Electric 


Light & Power of Balti- 


ae 
The Consolidated Iron-Steel 


M eae, Co. 


Consolidated Photo Engrav- | 


ers & Litho, Inc. 
Consolidated Process Co., 


Ine. 
Consolidated-Vultee Aircraft 


Consolidated Water Power 
& Paper. 

Consolidated Western Corp 

Consolidated Steel Corp 

Consolidated Western Steel 


e 
..do 
...do.. 
Continental Can C 0., , Inc... 
nip oalnies bei aa 
..do.. 


Continental Carbon Co ___.. 
Continental Copper & Steel... 
Continental Diamond Fibre 


do. 
Continental Electronics 


Manufacturing. 


Facilities location, city Date 
and State filed 


Hartford, Conn 
Birmingham, A ; 
Detroit, Mich .._______- 
New Hyde Park, N. 
Baton Rouge, La_-_-_-_-_-.- 


New York, N. Y 


peabheteen.. xX, 4 
Brooklyn, N. 
Pasadena, Calif 


pan Pew, | era 


do cia 
Pasadena, Calif _______ | Jan. 
San Diego, Calif ...| Feb. 

do do 
Wisconsin Rapids, “Wis_| Mar. 


Mayweod, Calif___. 
Berkeley, Calif 
Orange, Tex 

Taft, Calif 
Orange, Tex. 

Los Angeles, Calif. 
Lodi, N.J 


Flint, Mich. 


United States at large. -- a 
Hopewell, Va J 
Oakland, Calif 

Milwaukee, ER Since 
Pittsburgh, Pa 


Sunr: ay, "Tex 
Hillside, N. J 
Newark, Del 


Bridgeport, Pa 
Valparaiso, Ind 
wary “recess Del 


Facil- 
ities 
amount 
— ee 


a 


doles) A 


KO One = BSHOOO ORK 


Q000000 0 00 OHHH HHH 


QNQQ0G00N BQN00000000HRH90009009 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 953 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


| | | 
| Facil- | | 
ities | Date 
Facilities location, city | lamount 2o certi- 
and State | (thou- | fied or 
} sand | | denied 
dollars) | a 


Continental Electrical Equip- | Ludlow, Ky............| Mar. 23 | 20 
ment Co. 
Continental Foundry & Ma- | East Chicago, Il_--_.-- 2. 3} 19%) C | C | Mar. 7 
| 
} 
| 


C 


Wheeling, W. Va pike 2». 29 | 6 Mar. 1 
East Chicago, Ind.. 22 | 

do 338 | 

Memphis, Tenn ee 

Continental Machines, Inc...| Savage, Minn Nov. 262 | Mar. 98 

Continental Oil Co Lake pg La E | 23, 82 Mar. 21 

ae Oil Black Co_...| West Lake, La > 


do 
Continental Optical Co Indianapolis, Ind___.__. 
Continental Screw Co New Bedford, Mass... .- , | 93: 
Continental Steel Corp Kokomo, Ind C. 5, 302 | Feb. 7 
—— Sulphur & Phos- | Cody, Ww yo Nov. 22 | 1,850 | } Mar."16 





rus. 
Obstour Saws, Inc Des Plaines, Il 
Cook Electric Co_.._.........} Chicago, Ill 
Cook Truck Lines, Inc Memphis, Tenn......__- 
Cooper Alloy Foundry Co...| Hiolside, N. J 
The Cooper Bessemer Corp... .| Grove City, Pa 

do Mount Vernon, Ohio. =i 
Cooper-Jarrett, Inc Chicago, Il 
a Precision Products...| Los Angeles, Calif 
R. per, Jr., Inc Chicago, Ill 
Cooper Tire & or Co...| Findlay, Ohio 
Cooperative G. L. F. Hold- | Burlington, N. J 

ing Corp. 

Coos Head Timber Co Eastside, Oreg 
Co Steel & Engineering | Detroit, Mich 


83 32% 


am 


0. 

Cooperative Refinery Asso- | Phillipsburg, Kans____-- 
ciation. 

Copeland Sereatien Corp.| Sidney, Ohio 

Coplan Junk Macon, G 

Corliss Machine Works Los Angeles, Calif | 

The Cornelius Co New Brighton, Minn.. 

Cornell-Dubilier Electric | New Bedford, Mass 


22888 & 


8 
“_ 


Providence, R. I 
do Worcester, Mass 
Cornell Wood Products Co__| Milwaukee, Wis 
Corning Glass Works Danville, Ky 
do Gettysburg, Pa 
do Danville, Ky 
Cornish Wire Co., Inc__.....| Williamstown, Mass___. 
Cornwell Chemical Corp Cornwells Heights, Pa_- 
Cornwall R. R., Co Lebanon County, Pa_..- 
Coronado Manufacturing Co_| Pryor, Okla . 
Coronet Phosphate Co Tenoroc, Fla__........-- 
Corrulux Corp Houston, Tex 
meaney County, | ! 
‘a. 


822 





ESS535 
-— to -1 





LPP Kr K—LPPrrS> 
> 
a 


= > 
& 882% 
aoxasaanaaa 


= 


do 
Corundite Refractories, Inc. - ‘ 
Corydon M. Johnson Bethpage, N.Y. aaa 
Cm Petroleum Corp Big ia ..” Saqcclepleds 


SIO 


do 
Craft Manufacturing Co Chicago, 
Craftex Mills, Inc Philadelphia, Pa 
pes: Machine, Lac | ao. Mass 


aA 
407 








=3§5 
‘elele 


Kansas City, Mo_.____ __| 
Chicago, Ill _ - 
rs 


On 


4 


do Chattanooga, Tenn 
Crater Lake Machinery Co..| Klamath Falls, Oreg-.... 
Crawford Door Co Detroit, Mich_ 
| Crawford Fitting Co Cleveland, Ohio 
Crawford Steel Foundry Co..' Bucyrus, Ohio 


ee! 


#85 


4 


aacaaa 
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Applications for necessity certi in alphabetic order (under sec. 124A of t) 
ve i yp Pra de ue Code)—Continued ie 


Facil- 
ities Date 
Facilities location, city amount 2 certi- 
and State filed 7 fied or 


san denied 
dollars)| 4 


Status 


e 


Creole Petroleum 

Crisfield hoes Co..,.4 Marion 
Criterion Machine Sieg — Hil, 
A. Cresci & Son, Inc Vineland 


Crobalt, Inc 
Culver City, C 
San Diego, 


—— 


peo sox 
$2 SS8E88 & 
= 3s OS 


~ 
= 
“I 


¥ 


tearke P. Crounse 
Reena Co 


Crowe Coal Co Clinton, Mo 
Crownley Launch & Tug- | San Pedro, Calif 
boat Co. 
Crown Carbon Co Sunray, Tex 
“re Central Petroleum | Pasadena, Tex 
orp 


ee 


PAP PLSP Lop LH 
a 
S8r8y 


38 38 


ERBRBB. B 


# 
Pe 


sogeyo 
=o 
Se 

Nz Ba 


do 
7 Crucible Steel Casting 


Crucible Steel Co. of America_}| Crucible, Pa 
d Midland, Pa. 


S35 
Sam 
PPPS 


do 

Crucible, Pa__- 

Pittsburgh, Pa. 

Syracuse, N.Y 

arrison, N. J- 

Crucible, Pa 
Crystal Canning Co Frankfort, Mich - -- 
Crystal Springs Bleachery_...| Chickamauga, Ga_ 
Cullen-Friestedt Co Chicago, Ill 
Cummins Engine Co. Inc_...| Columbus, Ind_. 
The Cuno Engineering Corp.| Meriden, Conn. 
Cupples Products Corp Maplewood, Mo. 
Curry Chemical Co., Inc Scotts Bluff, Nebr 
Helene Curtis Industries, Inc_} Ashtabula, Ohio 
Curtis Industries, Inc Euclid, Ohio 
Curtiss Wright Corp-- Caldwell, N. J_. 
Curtis-Wright Corp do 
Custom Precision Manu- | Los Angeles, Calif... .-- 

facturing Co. 

Cutler-Hammer, Inc Milwaukee, Wis 
Cutter Laboratories... as Calif 


PP PPeye 

mt et tet ek el 

BS2SS3 
Pp» 


po 


APPOPErNSoOSpy 
_ ~ on = 
SefzZE828e 


83 E25 
SBSRONBEREB On! 


rors 
SADISH > 


et 
errs 


~ 38 


a 
_ 
= 


Gavhna Ore Co ‘ a obey Minn 

The Cyril Bath Co___... Cleveland, Ohio__ 

Converted Rice, Inc_...-.....| Houston, Tex 

D. K. Manufacturing Co Chicago, Ill 

John H. Dair Building Con- | Long Island City, N. ¥-. 
struction Co. 

Daco Machine & Tool Co.._- 

Dairy Products Co., Ine 

Dairypak, Inc 

Dallas Mills, Inc 

Dalzelleader, Inc 


6,305 | Dalzellido, Inc 
1,409 | Dana Corp 


eS PP PP 
SB258s 


pe p 
osoemm 
Sasso 


cd 
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I 
Cc 
Cc 
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Cc 
Cc 
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Cc 
I 
Cc 
Cc 
Cc 
: T 
A 
Cc 
Cc 
Cc 
C 
Cc 
A 
© 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
Cc 
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I 
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A 
C 
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of the Applications for necessity er in alphabetic order (under sec. 124A of the 


evenue Code)—Continued 


—— 


Date 
Certi- 
fied or 
denied 


—— 


Danco Metal Products Co- -- 
Dannen Grain & Milling Co... 
Dan River Mills, Inc 
Rufus H. Darby Printing 


BER 


N. F, Davis Drier & Flevator. 

Davison Chemical Corp 

2 aes saree Osbet. ome 
ystrom Electric Corp oughkeepsie, N. 

cnagen Malleable Iron Co__-.} Ironton, Ohio 


Dayton, Ohio 
Bayton wo pee Manufac- do 
Davi nm Steel roeey Co... 
Payton § Grain Co... 
Deaton Truck Line, Inc 
De reese Coal Corp.--- 


PE OF PO et 


Sa se2ss8e8 


= 
SS835 


=> 
3 
O4eRSHO QOCO8RHOOHAQAQAaAADG A0raQ 


do do 
Decker piataipctoring Co...| Albion, Mich 
Decar Plastic Corp Middleton, Wis 
Dee Brass Foundry, Inc 
Deep Rock Oil Corp- -.-. 
Detec Shipbuil Co 
De Laval Steam 
The Delaware & Hudson United States at large... 
R. R. er 
Delaware, kawanna «& | Binghamton, N. Y 
Western R. R. Co. 


Z58 


POPS 
gS 
3S Aoseoa 


Se 
woue 


4 
4,3 
2,4 


) 
an 
& 


e York, N. Y 


> 


J 


beiswate Machine Tool Co., 


Ine 
Barl. Delay & Co Columbia, 8. C 
Delhi Gasoline Plant Delhi, La 
Delta Barge Co., Inc 
Delta Tank Manufacturing Baton Rouge, La... 








Co. 
Delux Die Works, Inc Detroit, Mich 
John A. Denies Sons Co Shelby Comat Tenn... 
The Denison Engineering Co.| Columbus, O 
Denison Mattress Factory. - - Denison, Tex 
Denver Fire Clay Co 
De ay Mixintectusing Skokie, ‘m 


Mar. 19 
Do. 


Aluminum Brass ficiastontaine, Ohio... 


Corp. 
na Ball Bearing Co. of | Detroit, Mich 
Michigan. 
Detroit Breach Co., Inc Fort Lauderdale, Fla__._|_- 
Detroit Chemical Works i 
Detroit Edison Co 8t. Clair Count 
do State at large 
St. Clair, Mich 
ie Mich 


Dec, 3 


les 
1 192 Detroit & Mackinac Ry. Co Feb. 19 


7,024 | Detroit Reamer & Too ©o.__| Detroit, 

6,275 | Detroit Steel Products Co....|_.__.do 

2,575 | Detroit Toledo & Ironton | Kast north central Unit- 
' RR, ed States. 


WUTOTVOMVUU UY VY WHO TOUT WHO Wedd V WIA TTVONOVNY ody ONY 


BOOM OOHHHHH00 20 OR C00000 O40 4 





88762—51—pt. 1——61 





956 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certi in alphabetic order (under sec. 124A of th 
ee: evenue Code)—Continued ro 


Date 

Certi- 
fied or 
denied 


do 
Detroit recy ay Co_. .do 
Detroit eH C Portsmouth, Ohio 
.P. ; Hamilton, Ohio__ 


Dewey & ie Chemicai Co. 
Dial Light Co. of America, 


Pasadena, Calif 
Pee Ohio 


PEEP PPprpr>~ 


a 


Diamond Bros. 
Diamond Power Specialty 


Corp. 
it Serew Products Co. 


1 


i 
Pos 


Baltimore, Md 

Fresno Cematy Calif. . 
Digi 0 Fruit Corp San Francisco, Cal 
The Dill Monttnotarias Co..| Cleveland, Ohio. .__... 
Dings Magnetic Separator Milwaukee, Wis 


Co. 
ee Metal Products | Los Angeles, Calif. 


United States at large. 
Houston, aa 


eit ge 


2 


do 
Dixie Highway Express, Inc. 
Dixie Mercerizing 
Dixie Veneer Co 
Dixon Manufacturing Co., 


The Dobeckmun Co Cleveland, Ohio___.....| Jan. 30 
Doctors Hospital, Inc Washington, D.C Mar. 26 315 
Doehler Jarvis Corp Grand Rapids, Mich....| Feb. 1 
Newton, Mass Feb. 8 
Oklahoma City, Okla_..| Mar. 23 
ee Ohio Nov. 20 


PEPNNEP KPOPNPPr LN LP 


BEGESSSSEERSRES ZIRSRE 2 E 


do 
Dolly Manufacturing Corp... 
Dolomite Reduction Corp....| A 
Delta Finishing Co-...-...... 
Don Industries 


Donner Commission Co 
Donner-Hanna Coke Corp. .. 


di 
Donora Southern R. R. Co... 
Dou nen Co., Inc. ... 


oo 
ae 
a 


PPh 
2s 
#8 
S 


os 


St bt bet pt et et 
aan — a> oa 
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ications for necessity certt s in alphabetic order (under sec. 124A of the 
Appl fi I a cole. evenue Code)—Continued 


Facil- 
ities 
Facilities location, city Date jamount} 
and State filed (thou- 

sand 
dollars) | 


agency 
Status 


Delegate 


Inglewood. Calif 
Douglas Mining Co St. Louis County, Minn. 
Douglas Tool Co Hazel Park, Mich 
Dover Stamping Co Fall River, "Mass 
Dow Chemical Co........... ay nl 
do. 


Ore | 


4 


AAAAL 
402 


4 





Midiend, Mich... ...-.- 
Ludington, Mich... 
_— Mich. . 





Ludington, Mich.____- 
plea Mich 
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vw 


md 


4 
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C 


I 

3,3 I 

11,! I 
1 I 

1 I 

4 I 

Cc 

2. Cc 

2 I 

3 Cc 

19 Cc 
34 Cc 
10, I 
1 Cc 

3 Cc 

4 Cc 
5 Cc 

3 Cc 

C 
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Sodienen. Mich 
Midland, Mich 
Freeport, Tex 





Pittsburg, Calif 
M panes, Mich 


elelelelele) 


sy 
2 


elelelelele: 





Bay ah Mich. 
— at , Connecti- 
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Applications for necessity certi in alphabetic order (under sec. 124A of the 
TMASSOY festkds Coto Cabtinued Y 


Delegate 


do 
Charles Dowd Box Co., Inc..| Worcester, Mass 
, Inc...}| Plymouth, Ind_.. 
Draper Corp 
Draper Motors Corp. 
nde Corp 


Be 
Torrance, Calif 
a Pa 


PEP APAPELSYLAS NW 
ee 


cd 
8 
QQ 0P00000000000090000#0000000909G | 


Droge Br Bros. Manufacturing 


A. Dubois & Son, Inc 

Dubuque Boat & Boiler Co-. 

Dubuque Packing Co 

Dueo Metals Supply Co 

Dudden Elevator 

Duff Norton Manufacturing Pateberghe Pa 


Co, 

Duluth Messabe & Iron | Duluth, Minn. 
Range Ry Co. 

Duluth nee Hy. & Iron 


OM AIAID 


~* 2 NENTS ae 
8 8 3 SRREBE SSSSE 


PPh Ps 


s re 


“do. 
Duluth South Shore & At- 
lantic R. R. 
Allen - < Mont Labora- 


Marshalltown, Iowa... 
ee City, Ind 
Stamfo: 


eorperr 
HeS82 


NID 
> 
«J 
_ 


SSggszeeess 


= 


ramen & cones Inc... 
elding Co. , Ine 
El. "Lau Pont de Nemours & 


Dr Bh Dr BH Dr on wm po Ko 


habe ~ 
Niagara Falls, N. ¥....-j--- 
Chattanooga, "Tenn 


z 
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Applications for necessity certi, in alphabetic order (under sec. 124A of the 
pp eee. evenue Code)—Continued 


Facilities location, city Date 
and State filed 


Victoria, Tex............ 


Niagara Fels, MW s 
-| Belle, W. V: 


PA eENn™ 


_ 


Durbin Durco, Inc. 

Papen & Chemicals...| United States at large. - 

Dutron C Cassopolis, Mich 
Carlsbad, N. Mex..._.-- 
-| 8t. Joseph, Mich 


PREPANHSyS 
cs 
S 


LPPS 


E, ey. Heat Treat & Sand- 
blast. 


Eagle Beef Cloth Co., mye... 

Eagle-Ottawa Leather Co... 

The Eagle Picher Co.._____. 

East Coast Aeronautics, Inc... \ 
Thomas A. Edison, Inc West Orange, N. J 
East Coast Scrap Iron & | New Haven, Conn 


Steel. 
~~ Coast Stevedoring Co., 
c. 
= Rutherford Syringes, 
ce. 
East Texas Motor Freight 
Line. 


BRE EEE 


Pps 
- 
~~ 
ws 


ae 


do 
Eastern Brass & Copper Co., 
Ine. 


Eastern Container Corp ringfield, te 
Eastern Gas & Fuel Associ- Dost oston, M 


Pes pS 
Bas & 


do 
Eastern Gas & Fuel Mebx County, Ky de 
Eastern Gas & Fuel Associ- owell County, W. |__. 


Ralsigh County, W Ai ok 
Boone County, W. 1 va aia, 
Cambria County, Pa....|__ 
Fayette County, W. Va_|__. 
Wyoming County, W. 
a. 

Raleigh County, W. Va-}___ 
Marion County, W. Va_|___ 
McDowell County, W. |. 


Va. 
Eastern Machinery Co Cincinnati, Ohio 
The Eastern Malleable Iron | Wilmington, Del 


Co. 
Eastern States Petroleum | Houston, Tex 
Flushing, N 


wo ws ty we SO ot wee ODO ee TO UU UY DU 


PEA PEO 
es tat be bun et 
£5233 


eat bat 
Sea5 


— Tool & Manufactur- 
Easthand Woolen Mill, Inc.. 
Kodak Co 


Cc 
C 
C 
C 
Cc 
Cc 
Cc 
Co 
Oo 
Cc 
Cc 
Cc 
I 
A 
Cc 
Cc 
0 
oC 
Cc 
Cc 
oC 
C 
Cc 
C 
I 
Cc 
C 
C 
T 
Co 
2 
= 
T 
Cc 
C 
C 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
C 
Cc 
I 
Cc 
T 
T 
C 
Cc 
oC 
Cc 
Cc 
Cc 
0 
© 


ro Oot ot 
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¢" Applications for necessity certi, s in alphabetic order (under sec. 124A of the 














: Internal Revenue Code)—Continued 
% Facil- 
T.A. Facilities location, cit Date “ae t| £3 a 
A location, city amoun’ certi- 
No. apes and State filed | (thou- a 8 or 
; sand @| 3 | denied 
: dollars) A a 
: 2,768 | Eastman Products Corp_..... c | P 
; x 456 | Easton Rayon Mills, ise aa" C | C | Feb. 15 
7 1,924 | Eaton Manufacturing C 0 = nin Cc C | Mar. 1 
3, 071 do. Cc Cc Apr. 3 
3, 323 Cc P 
4, 325 Cc P 
5,492 | Eaton Screw Products Co.___ Cc P 
1,335 | Ebensburg Coal Co____._._.. I FP 
6, 285 | Eclipse Fuel Engineering Co. r Cc P 
5,318 | Ecusta Paper Corp........-.. Cc P 
2,519 | Eddy Paper Corp....___....- Cc P 
2,918 | Edens Birch tomber Cert. as Cc P 
5,225 | Edgecomb Steel Co.-.__...... Philadel Cc P 
5, 226 |....- Sie Meh fie cinnig tatan ail Cc P 
§, 227 |..... > PEE EAT ere ee i Cc P 
Ph RRS RS Te ane Cc P 
6, 790 Bageonab Stee] of New Eng- Cc P 
1,790 iene Steel Co_......... 8 C | Apr. 9 
2,562 | Thomas A. Edison, Inc..___- Cc P 
5, 720 |_.... Bib asthnw) dkacacdenandiban bid do Cc P 
GT. iia de c;Pf 
5,723 | Thomas A. Edison....______. c | P 
7,788 | Edmunds Manufacturing Co.| West Hartford, Conn.__| Apr. 12; © P 
62 ee & Manufactur- | Belleville, N. Jic........ Nov. 8 25; C C jJan. 5 
6,025 | Charles W. Edwards. ....___- Houston, Tex._......._- Mar. 23 2 | T P 
4,007 wards Co., Inc..._._..___. Norwalk, Conn. ..__...- ar. 9 23); C P 
3,606 | Alice E. Eggers_.........__-. West South Central... Mar. 2 103 | T P 
4, 839 —e. warn Manufac- | Valley Forge, Pa......_- Mar. 20 | 1,877}; © P 
u 
2, 205 Ehrhardt Tool & Machine | St. Louis, Mo........._- Jan. 31 53} C P 
4,798 | Irwin and Joan Eisenberg....| South Pasadena, Calif. _| Mar. 20 2%} C P 
2,738 | Eisner Grocery Co._...._.__- -| Champaign, Il_.....___- Feb. 12] 1,400| T P 
6,391 | Eitel-McCullo . Ine... sc.az San Bruno, Calif........ Mar. 23 114} C P 
4,856 | Ekco Products Co___.._....- Chicago, Tl.............| Mar. 20 20 | OC P 
4,994 |.___. Y WES Ve Os Ss Re Whittier, Calif. Mar, 21 340; C P 
4, 480 Elburn Packing Co. of Illinois.| Elburn, M__..-------7- Mar. 19 | A | P 
Oe 1 ora che oo ed: a = LE ocmaisinnis bnnk pcaihkiante Goi 67 A P 
Ge A a a on a a ee ecement kant do..... 16 A P 
1,817 idicon Manufacturing Co_.._. Los Saaia Calif-....- Jan. 23 68 | OC P 
1,783 | Electric Controller & Manu- | Cleveland, Ohio... .._- Jan. 22 377 | C D | Apr. 9 
facturing Co. 
3,710 | The Electric Furnace Co-.._- Salem, Ohio......-_....- Mar. 5 37; C P 
1,941 | Electric Machinery Manu- | Minneapolis, Minn-.--. Jan. 25 56) C Db Do. 
facturing Co. 
1, 243 | Electric Specialty Didi Stamford, Conn... ..-..- Jan. 5 16} C P 
461 | Electric Steel Castings Co_...| Indianapolis, Ind. ____.- Dec. 6 9} C P 
; 5,170 | Electric Steel Foundry Co_._| Port Lia Gay Mar. 21 359 Cc P 
403 | Electric Engineering & Man- | Los Angeles, Lipa Dec. 4 19% | C P 
ufacturing Corp. 
718 Epageieg Industries, Inc_.._- News, Mids. eer Dec. 18 18; C P 
} FP Bec de NE aire nite hes wnebin cnantabane ......| Mar. 26 21 Cc r 
7, 806 Hleetro G: Connector Manufac- Piiaaeiphia: Pees 25) Apr. 3 192} C P 
turing Corp. 
1,975 | Electro Craft, Inc............ Stamford, Conn--_.....- Jan. 25 118} C P 
7,199 | Electro Impulse Laboratory..| Red Bank, N. J_........ Mar. 23 30; C P 
4,381 | Electro Manganese Corp.--.-- Knoxville, Tenn __...-.- Mar. 15 241; C P 
1, 967 | Electro Refractories Alloys...; Lackawanna, N. Y-_..-.- Jan. 25 432} C Cc 
7, 339 | Electrofilm Corp............- North Hollywood, Calif.| Mar. 26 2; C P 
2, 799 | Electronic Associates, Inc....| Long Branch, N. J_.__--. Feb. 13 94. -C P 
4,010 | Electronic Measurements Co.} Shrewsburg, N.J_...--- | Mar. 9 224) C P 
1, 804 | Electrons, Ine__.....-...-.. Newark, N. J_.......--- Jan. 23 35} © C | Apr, 12 
3, 471 Elgin, Joliet & Eastern Ry. | Gary, Ind....-.......--- Feb. 28 | 3,294; T P 
0. 
3,476 |.._.. Wb chen diac United States at large...|...do__.. 107 | T P 
3,477 |...-- do_- sn cil h dca tee ice — a Be a as Piss 118 | T P 
9 ORS one ci ee ie ore Ca Bees 00... oi 118 | T P 
3, 479 |_.--. his ii. ode United States at large. _|__. 00... 5: a} 7 P 
983 Bigin National Watch Co....| Elgin, Ml...............- Dec. 29 40; C P 
2 O68 1. onc bende delacnnde abate tiie ib ackatine Jan. 23 61 Cc P 
5, 625 |... do Sid kd cca cnsmctesaleniil Lincoln, Nebr..........- Mar, 22 700; C P 
5, 626 Elgin, Se eect a, Ge nos 86; C ge 
8, 454 Hizabeth Webbing Mills Co_| Philadelphia, Pa__-_.__. Feb. 28 9/ C D | Apr. 10 
7,008 | Taeidtt- Co.2) a. La Jeanette, Pa............. Mar. ¥ 192; C P 
7, 569 ' Elliott Engineering Co___.._- Lynwood, RS Mar. 27 13' C ¥ 





962 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 





¢ -_ ee alee a hi a? ial ait .- a: an a. a. a ~~ i = 





the 


‘i- 


12 


10 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


961 


Applications for wees ee in alphabetic order (under sec. 124A of the 




















Inte evenue Code)—Continued 
Facil- 
Facilities location, eity | D: mount} £3 corth 
T. A. s location, city ate jamount 2 certi- 
No. Applicant and State filed | (thou- &§ 3 | fied or 
sand | 32! @ | denied 
dollars)} Q R 
2,928 | The Ellis Canning Co........| Denver, Colo. __.......- Feb. 15 275 | A D | Apr. 10 
1,360 | George D. Ellis & Sons, Inc..| Philadelphia, Pa____...- Jan. 9 48; C P 
4, 793 | Ellwood City Forge Co-.-_-_. Ellwood City, Pa___...- Mar. 20 551 C P 
2, 766 a Paso Associates... ......-- Colorado Springs, Colo..| Feb. 13 30} C P 
6, $53 Belting & Pichia, Elyria, Ohio-._........- Mar, 23 3 | OC P 
643 | Emerald Coal & Coke Co....| Millsboro, Pa...__..___- Dec. 15| 1,650] I P 
$e I Bh clin dona eensbs>s<s County at large, Pa_.__- Jan. 25 950} I P 
5, 857 Been Radio & Phono- | Jersey City, N. J.......- Mar. 22| 2,255| C P 
graph Corp. 
5, 858 |..--- PR cish dressup ene weinenat pase raccnacnencedcey do....| 2,690} © P 
§, 859 |..--- SS Minit cin pseronnsae- cals eaeh ets eonil boon on ca do...-| 2,222} C 
2,730 | A. H. Emery Co__.........-- New Canaan, Conn... _. Feb. 12 170} © P 
5.660 | Emhart Manufacturing Co___| Hartford, Conn....____- Mar. 22 205 | C P 
5, 661 |.-..- MER wecedudeiesoehcdee shen cad Re etl hn = tee do....; 875}; C P 
5, 662 |..-.. © OES HE A BREE. Hudson, N. Y__.....-.-}_-- do... 152} © P 
§, 663 |....- Sd thei indinieossanees Portland, yt eae do __.- 465 | C P 
5, 664 |__..- RE i tomdcnasnnantueood Stonington, Conn._____|___ do__-- 294; C P 
4,787 | Empire Coil Co., Inc___.__--- New Rochelle, N. Y_...| Mar. 20 218; C P 
6, 680 Seabee Engineering Oe. Detroit, Mich ...._._._- Mar. 23 100}; C P 
5,852 | Empire Manufacturing Corp.| Statesville, N. C__.._._- Mar. 22 486} OC P 
3,192 | Empire State Laboratories_..| Bellmore, oS Feb. 21 107| C P 
7,314 | Empire Stee] Castings, Inc...| Reading, Pa______- .----| Mar. 26 604; C P 
73 | Empire Steel Corp_____._.._- Mansfield, Ohio_____.__- Nov. 9/ 9,550] © C | Dec. 9 
7,169 | Empire Worsted Mills, Inc__| Jamestown, N. Y ----_--- Mar. 23 187; C P 
4,452 | Emporia Manufacturing Co._| Emporia, Va___-___..__- Mar. 16 59; C P 
4, 336 — Derrick & Equipment | Houston, Tex..........-|__- ota 55) I P 
0. 
ors. er ebatt sancabovace Los Angeles, Calif...._._|_.. do..... 103 I P 
4,338 }....- ch ecinhmenbntcne Garland, Tex...........-]__. do... 11 I P 
2, 510 ee Products & Plating | McKeesport, Pa_..____- Feb. 7 228; C P 
7,040 Encleberg Huller Co,, Inc..-.| Syracuse, N. Y..........| Mar. 23 | 97} C P 
762 eppeoume Reproduction | Detroit, Mich...._..___- Dec. 19 7 Cc C | Mar. 26 
0. 
6,181 | Enoco Collieries Inc.._......- Bruceville, Ind..........| Mar. 23 232) I P 
6,182 | The Enos Coal Mining Co_..| Enosville, Ind___...__.._|...do-.... 3, 300 I P 
7,224 | The Enter Me ns cwbcnnc’s Columbiana, Ohio... ..|...do_._.. 30} C P 
1,900 | James L. Entwistle Co..___..| Providence, R. I______-- Jan. 23 400; C C j Apr. 10 
Tee F EGS wb dan teeespeneos Detroit, Mich... ______.- Mar. 23 68; C P 
§,410 | Erb & Gray.............._... Los Angeles, Calif______- Mar, 22 15); C P 
6,830 | The Chris "erhart Foundry | Cincinnati, Ohio_____-_- Mar. 23 6; C , 
& Machine Co. 
4,557 | Erie City Iron Works._.__.-- Seer Mar.19} 125; C P 
1,245 | Erie R. R. Co....--.........- Cleveland, Ohio.........| Jam. 5 | 22,930) T C | Apr. 9 
1,327 |..... SS etal tae A 2 ea New York at large, | Jan. 8 | 1,843) T P 
New York. 
Lae ties ieee coe Cleveland, Ohio_...._.._}...do..... 1,401 | T C | Apr. 12 
4,326 | Esso Standard Oi) Co........ Baton Rouge, La........| Mar. 15 | 3,040 I P 
5,066 j_.... MMe val cyiscookinnas New York, N. Y........| Mar. 21 477 I P 
5, 067 }_.... Midst kod dees onak dilncd idndoen, Ni. Jeo .2 2... cf. do-__... 3, 059 I Pp 
5,068 |..... a A eda cee oad omeastila a i ea oe a 26 anes 502 .. oP 
5,069 |..... Mie ctinss J0ks—onchctace Baton Rouge, La........}...do-...- 3, 000 I P 
5,070 |... ee hs cane Baltimore, Md_...____- eR | 6,7 I P 
Ree denn ace wk Eh. cet ee Everett, Mass...........|...do..... 6, 776 I P 
5,072 |... Me Mcsadhes tik pads atic» arin wha sth sl Bayonne, N. J_._.....-- aM sng 2, 720 I P 
5,073 |...-. isn dinn cha peeks « sedenecl Linden, N. J.........-.-- Fe Oss. | 5,913 I P 
5,074 |... sis 5G onpethGaindnctead Baton Rouge, La. aes Gig 24, 780 I P 
5,075 |_.__. a ate 2 Te so Burlington, Vt___..___-- I oar 97; T P 
5,076 |..... Petits on Aighksaewnan acd South Portiand, Maine..|__.do_...- 9 | T P 
5,077 |... Mn a. t ls 4. -p baad West Boylston, Mass_._}...do..... lll} T P 
5,078 |... ee tA Se East Providence, R. I...|...do-..-. 310| T P 
5,079 |_.__. © Se RES ARS EE Norfolk, Va............. tote ceca 352} T P 
6,701 | Ethicon Suture Laboratories.| Chicago, Il.......---_.- [Mar.23| 87} C | P 
1,730 | Ethyl Corp..-.-............- Houston, Tex___._..---- | Jan. 19 | 44,135 | I C | Mar. 26 
1,731 |... Stic ak..b Jebcc ok <. beLkd Baton Rouge, Bacisssec:: G6... 4, 041 I Cc Do. 
1, 732 |... Oe aha Met beh acy Sse ect dele do a Se aol te lige do..... 175 I C | Feb. 19 
5, 949 |... aes Sale 3 Saks ates ea lamiiuneduake Sela tok Mar. 22} 1,917 I P 
1,733 | Ethyl Dow Chemical Co.-_.- Eicon De sve Jan. 19| 8,185 I Cc Mar, 26 
5,385 | The Euclid Corp_.........._. e Grove, Ohio. ...- Mar. 22} 3,500; I P 
1,996 | The eee Road Machinery rasia, Onmeg 22.2... Jan. 26} 2,018} C C | Mar. 27 
6, 874 Eurka Lumber Co_...______. Washington, N. C_.._.- Mar. 23 350; CO P 
2, 422 = & Howard Sewer Pipe | St. Louis, Mo_____.-.--- Feb. 6 575 oC D Mar. 29 
2, 297 Evans Products Co-.......... cia “wom Mich.......- Feb. 2 65; C P 
5,747 |... Re eo RS oI, OO elastase Mar. 22 50} C P 
5,748 | Weid.0)..: det... be ek oie do....1 72! Culp 
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Applications for necessity certi in alphabetic order (under sec. 124A of th 
ie eS 6 Pet the 












































evenue Code)—Continued / 
Date 
Date jamount 2b tre 
fled | (thou-} #8 | 8 | fied or 1 
sand | ‘3 3 denied 
dollars) A a 
Evans Reamer & Machine | New Lexington, Obio...| Mar. 23 21 C.| P : 
0. ’ 
459 | Evans Tool & Die Co. 59; C P 7, 
3,964 |__... Mite ise ieee 55 57| C P 3, 
7,217 71 0 P 
2,110 | Excel Corp................... 1590} C P 
4,740 | Ex-Cell-O Corp_.-.-.----.--- 1,689} C | P 3, 
O76 3 Ob b Bae ua 214} C P 2, 
2 yor | Hacelsion Finishing Pinui’---} Pen . w ml ole r 
2, 931 The ~~ OE ine ts oh sided MY... ac E | C | P 7 
227 ott De teadhacinnmenead Richmond, Va_......... Noy, 21 2; Cc C | Jan. 20 
$04 | Hixiruded Hil itiage Go. ——----") Vpellonti “Mish 7 ---~ oes) Se eral; i 
en.at es engeadiidesn teh SEES AU ce we iiesanlbes ec. an. ll 
7,320 Fe na eo. on othe Mar. 26 2; C P 
7, 428 a aan tella G. | Sandwich, Il_..........}... aden 43; C P 1 
2, 032 oe} oc | P 2 
2, 249 19%] © P 4 
4,190 2,112} C P 4 
5, 679 1 | C P 4 
1, 448 7,829} C P 5 
1, 965 4,595} © © | Mar. 1 ; 
2, 589 36) 0 © | Mar. 16 ; 
2, 590 nj co Cc Do. I 
2, 591 12}; C C | Mar. 2 
2, 952 6} C © | Mar. 16 2 
2, 593 uj Cc C | Mar. » 2 
re} papemorne 1 ; o P pa 
, 1 
SOND. OD 55. eh Sn cn cuk thee Long Island’ City, N. Y- +o- 1,895; C P 3 
7,319 The “Fairfcid Lumber & eld, Conn_-__._._- Mar. 26 2} C P 7 
upply. 
2,946 | F id. Manufacturing Co..| Lafayette, Ind........_. Feb. 15] 2,931} © C | Mar, 3 1 
601 | Fairforest Co...............-- Clevedale, 8. C......... Dec. 8 149} © P \ 
RON es ns Ltn ns—) a Ae bok kk op eealdea Feb. 13 lj T P 
1,410 | Falcon Bronze Co....____.__.| Youngstown, Ohio__.._. an. 10 265} C D | Apr. 9 4 
6,352 | The Falk Corp......._.._..__.| Milwaukee, Wis...._..- ar 20} C P é 
GONE bi ink. a coekonnsesckiece ae es 2 | 300} C P ¢ 
1,721 | Falls Industries, MAG i5 si cu-: MGs mcextead Jan. 19 471} C P : 
7,457 | Falstron Co._................ Pp Mar 10} © P e 
2,039 | Famco Machine Co_____.___. Racine, Wis...........-- Jan. 29 26} C P 
1, 538 The Fanner Manufacturing | Cleveland, Ohio-_-._... Jan. 15} 1,043] C P 
4,861 | Farmer Bros. Corp...........| Los Angeles, Calif....... Mar. 20 468} © P ] 
3, 140 Farmers Gaopemntive Ele- | Greenleaf, Kans......... Feb. 19 ni BAF 
1, 506 =e Cooperative Ele- | Lanyon, Iowa..........- Jan. 12 ert P 
va ° 
3, 306 ni Co-Op Elevator | Amy, Kans............- Feb. 23 168| T P ; 
6,515 | The Farmers Grain Co._.....| Hart, Tex..............- 19| T P ' 
2,212 | Farr Co_.....................] El Segundo, Calif_...._- 3% | C P ' 
1,917 | Farrel Birmingham Co., Inc.| Derby, Conn. -___....... 1,666 | C P ‘ 
7,677 | Farrington Manufacturing | Boston, Mass........... 310} C P 
2,625 | Fashion Frocks, Inc..........| Cincinnati, Ohio........ 9} | C|P 
6,184 | The Faultless Rubber Co._..| Ashland, Ohio...__.._.. 675 | © P | 
1,508 | Fayette Manufacturing Co...| Fayette, Ohio._....._.-- 12 4%} C D | Apr. 9 
880 | Federal Aireraft Works......| Minneapolis, Minn. ..-- 26 56] C P ; 
6,577 | Federal Enterprises, Inc. _...| Chicago, Ill. ............ 26} C P 
6, 185 39} I P : 
7, 544 | Federal Gear, Inc_....._..__. 15} C P 
2, 886 Fodaral Portland Cement Co.| Hamburg, N. Y......... Feb. 14 1,04 |} C P 
6,111 | Federal Telecommunication - 28 Cc P 
Laboratories. 
2, 137 a ae & Manufactur- 23; C0 P 
CON Fi RE ooh i Bee ah enie occu | Mar. 12 30} C P 
641 | Alex Feigelson Co...__. Dec. 15 27| T Pr 
1,067 | P. Feiner & Sons, Inc_- mil aa .| Jan. 2 17; C D | Apr. 9 
6,389 | Fellows Gear Sharper Co--.- Boicktees ..-| Mar. 23 327; C P 
4,134 | The Fenn Manufacturing Co.| Hartford, Conn--.-_.....- Mar, 13 2; Cc P 
6,642 | Fenwal, Inc........__........| Ashland, Mass.......__. ar. 23 106} C P 
612 | Ferracute Machine Co__.__.. 8 186 | O Cc 
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he Applications for weapaane <P vn in alphabetic order (under sec. 124A of the 
I Revenue Code)—Continued 
‘ Facil- 
q ities 2 b> Date 
. T. A Facilities location, city Date jamount 8 certi- 
‘ No. and State filed | (thou-| 5 | 3 | fiedor 
sand | 3s? 3 denied 
dollars)} Q m 
4,437 | Ferro Chemical Corp -_-...- Bedford, Ohio... .......- Mar. 16 31} C P 
7775 | Ferro Enamel Corp....------ Cleveland, Ohio......... Apr. 2 3; C | P 
3.492 | Ferro Engineering Co._-.---|_.... i aienansliit Feb. 28| 20| C | P 
168 beat Berea, Ohio............- Nov. 17 4; C P 
3,771 | Fewel Bros. Packing Co-_-...| Selma, Calif_..._.......- Mar. 6 9; Cc P 
2, 202 Finegboard Products, In Antioch, Calif__......._- Feb. 12 | 2,309] C P 
6, 607 eles, Wash... ._. Mar. 23 263 | C P 
6, 008 |. nna wan nswnpemee scans ss-52} Bey VRIE-3.. 552] 5, 8} C P 
7,770 |.----G0..-.-+---.-..-------.-+-| Los Angeles, Calif-...... 154} C P 
29 598 Seotidewstgs 950 - P 
, 4,779 | Figlass, Ine. ..........-......| Bellaire, Ohio..........- 9,341 C | P 
ll 1,358 | Filtrine Manufacturing Co...; Brooklyn, N, XY -.......- 79} C P 
520 725} C Cc Jan. 11 
§21 1,980; C Cc Do. 
1, 209 1,500 | C P 
2, 530 1, 956 Cc P 
4, 168 55} C P 
4, 169 340 Cc P 
4,170 966 | C 7 
4,171 12, 773 Cc P 
5, 504 |. 1,074 Cc P 
be 5, 505 1,400} © P 
5, 506 | . 365}; C P 
16 5, 507 do 110} C P 
6, 584 | First Street Realty Casa wah 150; C P 
1,638 | Firth wens Steel and Car- 220; C © | Mar. 7 
20 bide C 
16 2, 008 frist nsec sce wsencinn igen 27; C P 
0 po ee ee eee Pittsburgh, FB ssi ouch Pib. d &| C P 
9 3,884 | Fisher & Porter Co---......- we PO. td 22; C P 
0 a a iwetc oi 9 ets on cain sen hk be OO, mew gigedoes ce udle ay 35 Cc P 
2,723 | Fisher Scientific Co.......... Siier Si meee 370; T P 
7,037 somkegon, XS Wisi ck 20; C P 
337 Fitchb Mass. -...... 599 | C C |} Feb. 12 
8 1, 888 Inc..| Oswego, N. Y......-.-... 1,750 | C C | Mar, 27 
6, 287 Detroit, Mich aceuadbnaan 417; C P 
9 4,527 | Flesch-Miller Tractor Co.....)/Lawrence, Ind-.......... 9}| C P 
6,955 | Fletcher Aviation Corp......| Pasadena, Calif......... 4 C P 
6, 068 Paci nebo cb lsd cece sce cess i ecowmqowsllseeecicfos= 20 Cc P 
6,950 | F, P, Fletcher & Sons, Inc. ../.....do0... -.......-..-.-.-].-.- 58 Cc r 
6,031 | H. E, Pletcher Co. ..........| Westford, Mass_ -.......}... 135 C ? 
216 | Fletcher Oil Co..............| Wilmington, Calif. --.... 176 I Cc Feb. 19 
532 | Flexible Barriers, Inc. .......| Stamford, Conn........- 500; OC P 
5,610 | Flexible Tubing Corp...---- ‘ 111} C P 
1,012 taub Co.........| Evansville, Ind_........ : 41} C C | Feb. 7 
7,352 18 Cc P 
3, 122 22 Cc P 
714 92 T P 
1,357 2,625; C Cc Apr. 2 
6, 919 207 I P 
4,365 29 A 4 
4, 366 14 A P 
4, 367 5 A P 
4, 920 62; OC P 
8 OUP uc ah Seek ae. dda Wiha ge csemnpwabnsiadesess 80; O P 
3, 150 Fier Corp., Ltd_............| Los Angeles, Calif....... 314; © P 
4,617 Mindioe lynn Manufactur- Philadel hia, PROT 69% | O P 
. 7,008 Foley Tpimber & Export Co..| Jacksonville, Fla.-...... wi co|e 
. y Manufacturing Co.....| Minneapolis, Minn. --.- ; 
3, 167 | Folsom Co., Inc__...........- Tex. Piette tis da 2; C D | Mar. 29 
728 | Fontaine Truck Equipment | Birmingham, Ala. ------ 80); T P 
1,432 | Food Machinery Chemical | Westvaco, Wyo.-.....--. 14, 379 I P 
2, 04}. eM bo otdanbttlc n<ncsdpuek 9,000} O Cc Apr. 20 
2 406 ho a ac coal ccc ckce cad SNOW Ey COMME scl th 2, 450 Cc P 
2, 406 |... O14... ck... 5) Lewes, Mans... 2.2.1.2. 2,050; C P 
2, 7 4 co Mesh Aci oe pew cocedoiwt 2,450; C ? 
9 6, G06 5 Meh ete die cc ks baal i71} OC P 
6,618 |... td Bi... eines, Ramesh. 3, 371 Cc P 
6 O19 | eget btadhcbednasueducell tello, Idaho.........}..- 4,330; C P 
7 6 ED nn Sn cece deenaee a ‘Charleston, |--- 1,842} C | P 
. Va. 





964 


Applicati ity certi, 
ppl en ie a 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


in alphabetic order (under sec. 124A of the 
Revenue Code)—Continued 





_—_—_— | | | | | | | | 


RES 
nore 


E 


PARAS 
= 
~ 


7 OP 
S88 865 § 


> 
o 
— 
oo 


PAH 


o8-:§ 
sygcee 
Noose 


«a's PPPS oz » 
S $838 SR8SSSSREaSS 


wx 
BE 


Ss ya ae 
Besse 


PY Berge 


er ~ 


5 — SREPSRE 


nN owo- 


~~ 


966 


Applications for necessity certi 





Applicant 


Forms BOs ds oh cbedaed 
Fort Howard Paper Co 


RR cho et 
Franee Packing Co_._._...... 
Frank Foundries Corp__....- 
8. H. Frank & Co__..._.-.... 
Franklin Electric Co., Inc... 
The H. Frazier Co., Ine..___- 
es A. Frasse & Co., Inc... 


The R. H. Freitag Manufac- 
turing Co. 

Fretz-Moon Tube Co., Inc__- 

The M. D. Friedman Co 

Frisby Machine Co., Inc... _- 

“a. i. Manufacturing 
0 

Frontier Chemical of Kansas, 


ne, 
Frontier Leather Co., Inc__.-. 
Frontier Natural Gasoline 


Co. 
Frontier Oil Refining Corp... 


Frontier Pipe Line Co____... 
Colorado Fuel & Iron Corp... 
EE MI 5: osle's th senetthaciiandetanieecd 
Fruehauf Trailer Co. - 

Fruit Growers Express Co... 
— Manufacturing Co-..- 


Fulton Foundry & Machine 
Co., Inc. 


Furnace Engineers, Inc... .. 

Furniture City Plating Co... 

es aes 

Republic Colliers Co._....... 
Norton Co 


Ga. . Z. Automatic Products 


Gabbs Plating 
= Plating & Manufac- 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 





Saini idd.c nike oakiadndebadwitan <tth 


















Redwood City, Calif.._. 
Bluffton, Ind. .........- 
Fort Springs, W. Va-__.- 
Lyndhurst, N.J 


es phage SPS Nov 
Oe Oe alee Mar. 
L a. DEF). .kicad be do..... 
ammoth ‘Springs, Ark.| Mar. 19 
Preston County, W. Va.| Jan. 17 
Terrebonne, La__......- Jan. 8 
Akron, Ohio... .........- Mar. 15 
East Butler, Pa__....... Dec. 14 
Portsmouth, Ohio__..... Feb. 16 
Freeport, N. Y........-- Dec. 29 
Miami, Fie. ccc. bas Apr. 5 
Sedgwick, Kans........- Jan. 29 
Sherwood, Oreg._......- Mar, 23 
Loco Hills, N. Mex.._.. Jan. 31 
Tonawanda, N. Y...... Mar. 
RS RR Mar. 
McAllen, Tex. Mar. 
Buffalo, N. Y Dee 
Kenosha, Wis... 


Avon Lake, Ohio. - 
United States at large__- e 


manne, Mich....... Feb. 
i te ae Mar. 
Sliwaciken, Wi cud Mar 
Berkley, Mich .__...... Mar. 
San Antonio, Tex. __...- Feb 


= 
BR on ou SBBSis 


Cleveland, Ohio_......-- Mar. 

II Oa bag a ee Odisiz 
Pitsoargh, RO tied Mar. 7 
Grand Rapids, Mich....| Mar. 23 
Cincinnati, Ohio.......- Jan, 23 
Cleveland, os » bwlasir ee Mar. 22 
Stamford, Conn_-......- Feb. 21 
Jackson, Mich._.....-.. Mar. 22 
Gabbs, Nev......-.....- Mar, 23 
Colorado Springs, Colo..| Feb. 7 


Facil- 


whexStSoauvS8 S88 g 


_ 
& 
OM OMHOOOO OHOQ0O8OCOHHM HO 0 C000 OHePanGORaQQaNnGPaaaaaasy 4OqQ aaanaaasaaHa 4a 


Je § eee SeeeERy 


_ 
- 


ities g 
Facilities location, city Date jamount 5 
and State filed (thou- o 
sand | 32 
dollars) A 
Chicago, Ml. .....-...... Mar. 20 128 
-~ 
Te aS ail 61 
‘| Kings peoumtain tN. C..| Dec. 28 145 
SG Jan. 29 57 
Cincinnati, Ohio_....... Feb. 15 | 2,926 
East north central_.....- Feb. 26 | 5,350 
Dearborn, Mich........- Feb. 26 | 43, 482 
Livonia, Mich....__...- Mar, 12 | 22, 754 
Wayne, Mich. -_........- Mar. 16 | 17,958 
Dearborn, Mich-__._..._- Mar. 22 | 35,924 
as ole - spdinnakiticongiid anneal I carain 43, 415 
i cides dials nein oicdhsghs oi Siee do.....| 16,114 
Gisvoana: Ges cuit 3 Mar. 15 
Van Dyke, a ie oie Mar. 16 
Green Bay, Wis__....... Mar. 13 | 2, 
United States at large...| Mar. 21 | 1, 
Shall clensces dade tae 1, 
Cincinnati, Ohio 
New Orleans, La 
Dansville, N. Y. 
Carteret, N.J... 


Status 


PO SOON HOD OOD OO HO TOO VOUT OU wy TOONVY WV 


Date 
certi- 
fied or 
denied 





r.T9 
ar. 16 


Mar. 13 
Apr. 9 


Jan. 10 
Do. 


Apr. 9 


Mar. 14 


Mar. 29 
Apr. 5 


ates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 
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Facil- 
T. A. Facilities location, cit ount! 32 Foerth 
. es location, city amount] 42 certi- 
No. Agpiaas and State (thou- | 3 | 3 | "fied or 
sand | sa | 3g |'denied 
dollars)} Q nD 
6, 490 Qellmorer 4 & Livingston Co..| Grand Rapids, Mich___- 187| C P 
3,303 — Wood Laminates, | Louisville ville, Ky. Peeing 876 | C P 
Cc. 
6,669 | Ganary Bros..--...---------- 40) C P 
6, 670 |-...- OG, 25-5 nnn ven -<----- Jie sna i oenone=t8p—cewnen tine} 14} C P 
7,275 | The Gardiner Lumber Co..._| Gardiner, Oreg..........|._. 2,000} C P 
5, 724 co Board & Carton Co__| Lockland, Ohio. _-----—- 2,844 | C P 
5 | ei” ia Sie lp he aaa ett Middletown, Ohio_....-j...do.....| 1,059} C Pp 
3,603 | The Ris OR bk necimentes Atlantic City, N. J....- S 73 a P 
5,153 | Gardner Machine Co __---.-. Molt, TN. ....... , 1,225} C P 
2, 733 Cece Veaniaet & Manu- | Garfield, Utah.......... . 12] 3,246); C P 
‘act orp. 
5,805 | Garfield Chemical Manufac- | Salt Lake County, Utah. 2,500; C P 
2, 425 The Gert Union Ware- | Walters, Wash...-.-.__- 5s} T P 
6, 785 = Garlock Packing Co-.-.. 1 b SD ccadp ress , 128} C P 
2,809 | Garo Transportation Co. -..- DEM ok one o ack ¥ 107} T P 
4,073 The Gartand Hasw Corp. 167 | C P 
5, 633 aswell Foun- hie. ee een a ! 94) C P 
2, 986 Gare Steal Supply Co_...-_.- Blue Island, Il.._.-._... 400) T P 
2,524 | Gas Consumers Association__| South Norwalk, —- 20}; C P 
6,807 | Gaasland Co., Inc___..._....- Wash._-__-- 2931 C P 
6, 839 | Gastonia Combed Yarn Corp 824; C Pp 
2,636 | The Gates Rubber Co ied 53} C P 
4,249 ad 484 Cc P 
4, 250 192 Cc P 
4, 251 164 Cc P 
2, 239 458 Cc P 
2, 240 1, 780 Cc P 
2, 241 ote 6, 976 Co P 
5, 550 TT 7 Grinding Machine | Detroit, Mich........__- . 230} C P 
2, 424 Gelagare Towers, Inc.........| Washington, D. C_-___- 1,650} C Cc Mar. 29 
195 = acy Engineering Co__.| Dayton, Cae 941 C C | Mar. 7 
7, 398 Gemeinhardt_......... Matthews, Mo.____..__- 135 | T P 
5, 161 Warren County, Mich _- ; #8); C P 
COS cas dnienbeawebin as Detroit, Mich........_._}--- 859 © P 
5,514 | General American Transport | Good Hope, La........- 431 T P 
5, 515 fo... do... eS i Soe See 14, 157 T P 
ee needa enchapns Chicago, Ml. ..........-. 996 | T P 
ee he nuheacn Meee di ih oe ar SO 529; T ? 
a PO cor poeta anttGcsses 107 Cc P 
2, 036 Binghamton, N. Y-.._.-- i 3,983 | C P 
ee kb ee Pi a cel cacao 544 Cc P 
313 .| Howard County, Tex. 1,526; C P 
9 ee a Re eS 1 a Pampa, Tex.....-....__- 152} C P 
4,347 Gienocal aoe & Machine | Hillside, N. J_......_-- 53} C P 
Works, In 
6,074 | General Build Co___......} Fenton, Mich___.._..__- . 13} C P 
931 | General Cable Corp...._....- Perth Amboy, N. J__.-- : 20; C C | Apr. 10 
1,307 |... a Bayonne, N. J. ia 137| C | P 
DE EE ictseos chante fete cadi be aes 414} C Pp 
". 0g, (OU “Sl GBS Ree SRR OE eee ee 826 Cc P 
OP Tn Ms cn eke cence ccccy eee Amboy, Nid <.--.1:..06....- 24 Cc P 
OE Bie de wae nnkeicn Ane hi cade Reet bneiadanescncnes toss. ‘ 2i.:6 P 
5, 968 iinitod States at large___|_..do--..- 36} OC P 
5, 969 Bayonne, N. J._....._--]-..do-.... 3; C P 
1, 239 Keasbey, N. J......----- 141} C P 
7, 573 eles, Calif.......| Mar. 41 Cc P 
7, 008 Ghendate Calif. 22 26| c | P 
7,912 St. Joseph, Mo....-.---- , 30| C | P 
6, 989 PaO. cscs I Oe. ec clbe Mar. 40; C P 
7,953 | General Drop Forge Corp....| Buffalo, N. Y_.....-.--- , 1,226); C P 
1,172 | General Electric Corp... -..-- Lockland, Ohio... ------ Jan. 30,518 | C P 
1,294 | General Electric Co.__.._..-- Owensboro, Ky... _---- t 336; C Cc Feb. 8 
1, 747 (SA athe ela i Be New Hartford, N. Y---- 15, 7 Cc Cc Do. 
2,080 }.....do........................] Ledkiand, Obio........- 25,829 | C Cc Do. 
BME Ba, TaN iid ace insincdeio ue cdccs sch My Beech oink ckss 4,042} C Cc Do. 
ED Bint Eek someh ono epodsc cee 648; C Cc Do. 
3,161 |... ..do......:....-......-....4 Bomersworth, N. H...-- 279 Cc P 
(5 hae eae as | 41| C P 
GO Bee AR ah Sch so cdc che Uae sess cp nce do, aste caepeasae 122 Cc P 
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Facil- 
























T Facilities location, cit Date lamount} $B a 
‘ acilities location, city al amoun & certi- 
No. Applicant and State filed | (thou-| &$ | 3 | fied or 
n oa 3 denied 
dollars)|} A~ | & 
3, 667 one Electric Co........-: Louisville, Ky.........- Cc C | Apr, 12 
4 RR OS ee a Fort Wayne, Imd_...____|_- Cc P 
3, 975 |... a0 at a eae a iti aii Cc P 
4, et Rete aR Wes oh Sos Eapnenany We winkere Cc P 
€0n 1... iée.....2 eee Burlington, Vt_....-----|-.- Cc} P 
4, 256 |____. ie otic ce chee doe Syracuse, N. Y...-...--- Cc P 
4, 257 |... CRE RUS RRS NS OA Cc P 
4,309 |..._. WE deocic tig noth ain tape Everett, Mass_._...__-. Cc P 
4, 430 |__._. eet te Bridgeport, Conn...... Cc P 
4, 940 |_.._. ita donwtsenhutnniocuaaen NS oie eee Cc P 
4,941 |__._. eS he Babiceeay i. ectosadest Cc P 
5, 905 |....- Wich, hasccersiti Denies nemuntale aaa Ashland, Mass.........-. Cc P 
7, 970 |... eG a Syracuse, EE Rak oes seeere Cc P 
7,008 j...-i ee Oe eee Roanoke, Va..........-- oC P 
5, 832 | General Foods Corp-.-.....--- Evansville, zee S eenaealere A P 
5, 834 See Oe SOR oie as PIG NOUR IN GE dic o neeel sins A P 
6, 734 | General Foundry & Manu- | Flint, Mich......._..__. Cc | P 
facturing Co. 
4,054 | General Instruments, Inc....| Dallas, Tex... ......-.-.- Cc P 
1, 048 —_ Insulated Wire | Providence, R. I...-.-.--- Cc Cc Apr. 10 
orks, 
271 — Laboratory Asso- | Norwich, N. Y........-- Cc P 
tes. 
6, 984 = - Machine & Tool | Walled Lake, Mich----- C P 
orks. 
2,692 | General Metal Products Co..| St. Louis, Mo......-..-- Cc P 
2,950 | General Metals Corp--....--- Oakland, Calif......... Cc P 
3, 165 d Burbank, Calif_......._- Cc P 
3, 213 San Francisco, Calif..... Cc P 
3, 601 Huntington, W. Va_.... Cc P 
3, 646 San Francisco, Calif-.._- Cc P 
3, 748 Vernon, Calif. ......-.-- Cc P 
4, 072 Houston, Tex-....------ Cc P 
5, 036 Oakland, Calif. _.....-- Cc P 
6, 896 Hollydale oS eae Cc P 
6, 907 Vernon, oe Cc P : 
1, 560 East Hennepin Minn... Cc C | Feb. 8 
7, 326 Minneapolis, Minn. -- -. c P 
1, 226 Cleveland, Ohio......--- Cc Cc Mar, 26 
1, 227 Wayne, Mich _-.-.-.-- Cc C | Mar. 5 
1, 481 Vandalia, Ohio__.......- Cc 6) Mar, 19 
1, 824 Milford, Mich....-.---- T | P 
2, 710 Vandalia, a os ann oe Cc Cc Mar, 20 
2, 711 Rochester, Ts cdc anes ; C P 
2, 712 |. 7 ee pe Cc P 
2, 999 Rochester, N. Y_-.---- . C P 
3, 000 Terese, n Lie anime siete g : 
3, 001 ayton, Dy aiden Beant 
3, 059 Saginaw, Mich..._..-...|--- Cc C | Mar, 16 
3, 060 |_ , * aia Cc Cc Do. 
3, 061 Kansan City, Kans._... Cc D | Mar, 19 
3, 395 Flint, Mieh_.--.....---- Cc C | Apr. 12 
Sh aa aR RS a SEAS Bee, Bere. = Re ae ee Se neat Cc Cc Apr. 12 
BOOT 1 AGL ok bn ah a nena snemnnsnn ett Cc Cc Do. — 
3, 398 Grand Rapids, Mich__--|--- Cc Cc Mar. 16 
3, 399 Harrison, (pero sed Cc Cc Do. 
3, 400 Saginaw, Mich_........-. Cc P 
3, 401 Harrison, N. J-...-.------ Cc P 
4, 223 Detroit, Mich.._-------- Cc | P 
4, 224 Anderson, Ind... ..-.----|--- Cc P 
4, 225 Muncie, Ind_....-.-----|--- c | P 
4, 226 Warren, Ohio. -........-..]-.- Cc P 
4, 227 Bedford, RE Si). on ab vats Cc P 
|; 3 ee ee ee ee “ C P 
4, 229 inilenapalla, Satine ax C P 
GO DRO EO cin nko sdk nd SS Ra retain so ade? ek C P 
4, 231 |. Saginaw, Mich..-...--..-.}.-- Cc P 
4, 232 |. Danville, Ill_....-...-.--]--- Cc P 
4, 233 Vandalia, Obio.......--.-}-.- Cc P 
5, 470 Lansing, Mich __--...-..- I Cc P 
5, 471 Indianapolis, Ind _ -_-....}.-- c P 
5, 472 Bristol, Conn-__....--.-- . C P 
5, 473 : Grand "Rapids, Mich._--.|..- C P 
6 G1 co peek bh Ende tlion Lansing, Mich ..........|.-- Cc P 
6, 436 1... 28h =t * wishin an oda Warren, Ohio. -_--.......-].-- 0 P 
5, 476 5 Bedford, Ind__.....-- oC P 
5,477 Vandalia, Ohio.....-.-..- Sao Cc P 
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Facil- 
Facilities location, ci D mount} $3 — 
T.A. es location, city ate jamount] = 2 certi- 
No. Applicant and State filed | (thou-| && | 3 | fied or 
sand | 32] & | denied 
| dollars) | a a 
} 
omens — cosenaiel 
5,478 | General Motors Corp--.--.--- Meriden, Conn-__..-...- Mar. 22 210 | Cc P 
5, 479 |----- i ciodakadencemueccete Sandusky, Ohio_........ elliewant 157} C P 
5, 480 Ce. da Sidinwae Vandalia, Ohio_.........}...do-_.. 3, 299 Cc P 
§, 566 |..--. inns ch deiah duatchewepe Defiance, Ohio._....-.-.-. alae 466 | C P 
5, 567 |.---- RO TRE Gol RS. Eadie ET EO... nncccese ---G0.....| 1,182 Cc P 
5, 568 Reidicaky sordid tieseteoegh Mcraine City, Ohio_..-- ..do ----| 4,577 | C P 
5, 569 }..... et i aR eee ee ...do 8, 953 | Cc P 
CB Edges ines cacenctcecedccccenclenss Dieaninre-on neem eeintl do | 1,395} C P 
7.8 fa.s- Re a eeoanebeoeee Pontiac, Mich __....-..-.- Mar. 30 | 9,160 Cc P 
7,683 |..--- ln Wigcsthciudndeduasteen Grand Blanc, Mich_...-|--.do_....| 11,980 | C Pp 
7, 684 PAGE n ctthiincadneheocde Tonawanda, N. Y-_-.-..--|-..do.....| 20,844 | C P 
7, 685 Rt de cia erahae one Detroit, Mich_........- do.....| 15,246 | C P 
© GO a te co ton dtivapecnas Pontiac, Mich__......-.|...do.....| 7,339] C P 
5,309 | General Paint Corp-_----.--.- Los Angeles, Calif.......| Mar. 22} 710} C | P 
4,464 | General Petroleum Corp-_....| Bakersfield, Calif... ...-. Mar. 16 | 4,139 I P 
4,404 | General Porcelain Enamel & | Chicago, Ill. -.....-...-- ey ee | 386) C P 
Manufacturing. 
1,727 | General Portland Cement Co.| Dallas, Tex_..........-- Jan. 19] 3,941] C D | Mar. 13 
4,502 | General Radiator Co.......-- Sturtevant, Wis_....---- Mar. 19 | 67 | C P 
4,011 | General Radio Co_..-.-..---. West Concord, Mass....| Mar. 9 | 725 Cc P 
51 | General Refractories Co-. ---- Ps BE cs chink wenedeee Nov. 8 | 78 Cc Cc Dee. 9 
ry ee ah M al aint stomatal Stevens Pottery, Ga__.-.-}-- do.....| 56; C Cc Do. 
ee ee a . ee ee ..|...do el 741 C Cc Do. 
Oe See inuie cacdcccwectases ode Baltimore, Md_.......--}_-. do ----| 2,040; C Cc Do. 
SB lines Ih a a a ae a Olive Hill, Ky..........|...do.....} 1,310 Cc Cc Do, 
DA uliinstenesaeconce Claysburg, Pa... ...---- a... wots Do. 
BE ie ndouegatecbakiences Rockdale, Il}__........--}-- do | 548 | C Cc Do. 
158 GE Be och eae on nhabee ode Los Angeles, Calif.......| Nov. 16 | 602; C Cc Do. 
26 Aceh cdcdelwdacd Warren, Ohio...._.__-.. | Nov. 22 3, 678 cic Do 
2,158 |.....do Rockdale, Il ---| Jan. 30 | 190 | C C | Mar. 28 
ce Pe NEP aoa ead Los Angeles, Calif.......|... a... 462 Cc C Do. 
2100 |....< as aes so atl Portsmouth, Ohio__..--- af 63 Cc Cc Do. 
© ORE 1 AE india tions busts none Bucks County, Pa._..--}.- do... 3, 783 Cc Cc Do 
2,162 |.....do Cee nell cn eat ob! *; i Baieeeee eeu teak tee 542 Cc Cc Do. 
7.644 | General Scientifie Corp Chicago, Hli.........._.- Mar2| 27|cC | P 
782 | General Steel Castings Co Eddystone, Pa__......-- Dec. 19 | 287 Cc Cc Mar. 1 
3, 241 | General Steel Castings Corp..| Granite City, Ml. ....--- Feb. 21 | oo | C P 
3,190 | General Textile Mills, Inc....| Carbondale, Pa_.......- ... do 1, 370 Cc D Apr. 9 
8,006 | General Tire & Rubber Co...| Mogadore, Ohio_......-- Apr. 10} 528) C P 
5,895 | General Vegetable Oil Co Sherman, Tex... .......- Mar. 22 820 A P 
81 | Genessee Transportation Co..| Waukesha, Wis_-_....-- Nov. 10 $00; T | C Mar. 26 
7,282 | Geneva Iron & Metal Co West Chicago, Il. ....-- Mar. 26 17 Sue 
788 | Geneva Steel Co Geneva, Utah aatitned | Dec. 19} 4,268; C | C Dec. 22 
3,044 |.....do_..-....................| Salt Lake City, Utah...| Feb. 16 | 5,668 Cc P 
892 Seer There & Alabama | United States at large...| Dec. 26 72 T Cc Feb.” 19 
. R. Co. 
1,376 do Sd sctbdiow in ln. etpninin « cogall tT. CEM wae. 9 4 > Cc Mar. 29 
2,443 | Georgia Northern Ry. Co_...| South Atlantic at large..| Feb. 6 81 - P 
249 | Georgia-Pacific Plywood & | Jackson, Miss.........-- Novy. 24 60 A P 
Lumber. 
4,510 | Georgia Packing Co_...._--- Thomasville, Ga___.... Mar. 19 329; A P 
841 | Georgia Power Co_......___- State at large, Georgia Dec. 22 | 12,144 I P 
R48 et he ee a il A ..do_.. 839 I P 
ey eck ee aa 21, 904 I P 
FR a a ae saa I aad tie Bre thick 2 ihe ey “We 1, 460 I Pp 
Se Baha Satie b auiok imino ick vets | REE int ape Pesr do 7, 748 I P 
BAe Fie ctii nc hedncabloose cinesté Furman Shoals, Ga.....| Mar. 22 | 16, 765 I P 
6 OP ea bce ie Dk nn en hchinnetd i eee ..do 351 I P 
Oe 8 ce i ate cddinoue State at large, Ga__.._- -do.....]| 1,316 I P 
6.578 |.....do.... ae wa jl cadel ithe Avatain iin’ -do.....] 1,256 I P 
7,740 | Georgia Pulp & Paper Co__..| Waycross, Ga bin Apr. 2] 17,726} C P 
1,664 | Georgia Southern & Florida | Washington, D. C___.._| Jan. 18 274 T P 
Railroad Co. 
3,348 | Georgia Southern Florida | United States at large...| Feb. 26 | 1,044) T P 
Railway. 
4, 590 RE Sidi b ineene twcibiesen Washington, D. C.......| Mar. 19 i7| T P 
2,526 | Gerotor May Corp........-- Baltimore, Md_.._......| Feb. 7 204 Cc Cc Mar. 29 
3, 313 TR get a ea RARE TRE RES Feb. 23 43; C oC Do. 
2,292 | A. J. Gerrard & Co........- Melrose Park, Ill_.......| Feb. 2 110}; C P 
7,152 | Gerrity Co. Ine ...........- Albany, N. Y._.........}| Mar. 23 25}; OC P 
5,013 | M. Gervich & Son, Inc______.| Marshalltown, Iowa__..| Mar. 21 15 Cc P 
1,411 | Geuder Paeschke Frey Co.._| Milwaukee, Wis........| Jan. 10 66} O D Apr. 9 
5,098 | G. M. Giannini & Co., Inc__.} Pasadena, Calif......_.. Mar. 21 25 ee 
OG Me ls Springfield, N.J....... |...do.....| s|clp 
5,909 | Gibbs & Co., Ine_............ Baltimore, Md_.........| Mar. 22 | s9' A | P 
2,703 | Gibbs Corp..............-.-- Jacksonville, Fla........| Feb. 12} 230} GC | P 
DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 969 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 


the Internal Revenue Code)—Continued 





970 


Applications for necessity certificates in alphabetic order (under sec. 
Internal Revenue Code)—Continued 


968 


Applications for necessity certi 
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Internal Revenue Code)—-Continued 


Applicant 


search Corp. 
Gibbs Underwear Co 
— Corrugated Paper 


a. 
Gibson Refrigerator Co 
oe & Lewis Machine 


Gideon 
Co. 

The A. C. Gilbert Co 

William L. Gilbert Corp-_--. 


Anderson Lumber 


| Gill Electric Manufacturing 


Corp. 


Prat Gill Co 
| Gill Realty Co- 


Gilman Engineering & Man- 
ufacturing Co. 

Giordano Waste Material Co- 

Girard Knitting Mills._.--- ~ 

Gisholt Machine Co 

J. 8. Gissel & Co 

Gits Bros. Manufacturing Co. 


<ineue 
|G. W. Gladders Towi ing Co., ae 


Inc. 
Gladdins McBean Co 


3 | Gladding McBean & Co 


Glass Fibers Inc 


we 
C. R. Glazier. ___- é 
The Gleason Steel Corp..---- 


The Gleason Works 


8 | Glen Brooke Coal Co 


Olenco Forest Products... .-- 
Glenn Brooke Coal Co 
Glenn Electric Heater Co--_- 
Glidden Co 


do 
Fritz W. Glitsch & Sons, Inc 
The Globe Brick Co 
Globe Dye Works Co___..--- 
Globe Hoist Co 

do 


“Globe Industries, Ine 


Globe Iron C 
Globe Steel T ubes Co 
Globe Union, Inc 


Steel inden, ‘Ine 

Godin Tool & Die Co 

Harry Goldberg & Sons------ 

Goldberg Iron & Steel Co__-- 

Golden Citrus Juices, Inc. --- 

Golden Grain Macaroni Co_ . 

Gold Foundry & Machine 
Works. 

Goldsboro Iron & Metal Co- 

Goodall Electric Manufac- 
— Co. 


 Goodard & Goodard Co 


H. Goodman & Sons- -- 
B. F. ao Chemical Co. 


Facilities location, city 
and State 


Gibbs Manufacturing & Re- 


Janesville, Wis 


Norristown, Pa_- 
North Bergen, N.J.. 


Greenville, Mich 
Fond du Lac, Wis--..-- 


Gideon, Mo 
New Haven, Conn_.... 


Winsted, Conn 
Redlands, Calif 


Wisconsin Rapids, Wis.- 
-d 


0. 
Janesville, Wis. 


Camden, N. J 


Philadelphia, Pa__-.-_.--| 


Madison, Wis..........- 
Housten, TE... -s..< 
Chicago, Ill 

ee 


“| United States at large _- 


Pittsburgh, Calif_._..._- 
Southgate, Calif. 
Defiance, Ohio. - 

do___. 
Austin, Tex 
Milwaukee, Wis-_-.-.--.-- 
Rochester, N. Y _- 
Charleston, W. V a. 
Elk Creek, Calif 
Weirton, W. Va 
Now Terk, N.-T.......- 
Baltimore, Md_ 
Indianapolis, Ind - - 
Elmhurst, N. 


Cleveland, Ohio 

. do 
Dallas, — 
Newell, W. 
Philsdclphia, Pa. 
Des Moines, Iowa 
Philadelphia, Pa 
Dayton, Ohio 
Jackson, Ohio 
Milwaukee, Wis. _-_----- 


do. 
Trenton, N.J.- 
Seattle, Wash 
Detroit, Mich.__. 
Perth Amboy, N.J-. 
Columbus, Ohio 
Fullerton, Calif. ___-.--- 
San Leandro, Calif 
Independence, Mo 


Goldsboro, N. C 
Ogallala, Nebr 


Detroit, Mich 
Springfield, Mass 
Avon Lake, Ohio 
Akron, Ohio 
Marion, Ohio 


Akron, Ohio__....--.-.-} 
d 





Facil- 
ities 
amount 
(thou- 
sand 
dollars) 


Date 
filed 


6 119 
78 j 
2,317 
2, 746 
1,779 | 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 969 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


| Facil- | 
| wih | ities ail | Date 
; ‘acilities location, city Date jamount : j certi- 
Applicant and State | filed (thou- 3 «| fied or 
sand - | 4 denied 

dollars) 





2.086 | B. F. Goodrich Co Akron, QOhio-- 
3, 202 do | Troy, Ohio 
4, 483 |.....do .....do : 
6,012 |..--.do dhe cigs acosagy~s«) vey GND... 
6,013 | Ses eee 
€ G0 42. ..00s ss... ..| Miami, Okla 
6,015 |....-do-. oe Los Angeles, Calif 
6,016 |_....do Pe haba eb ana | Miami, Okla 
OE 0 NE simon ce da dacsssty Akron, Ohio-- 
6.6004. 4-0. <5.5.-<-<- yaw -.do_. 
C694. 3:.08...-....- celeste cada ....do 
6,020 |.....do ....do 
959 | Goodyear ‘Aircraft C orp do 
1, 433 j..---do ‘ mate ce As ae 
ef 5 Ot “SY? save ee ~ 
2, adil bes dettene , do 
4, 66 i cand __...-----| Litehfield Park, Ariz 
4, 665 | .do Akron, Ohio. 
‘Goodyear T Tire & Rubber Co Topeka, Kans_-_- 
do St. Marys, Ohio 
....do SR Po Muncie, Ind 
see Lite St. Marys, Ohio 
5 ‘ Akron, Ohio -_- 
..do ’ te wi do 
Mescas tt | do 
do oan Los Angeles, Calif 
do « 
St. Marys, Ohio 
Los Angeles, Calif_. 
Akron, Ohio. .- 
do. | do 
5 | Goods ear ’ Tire & Rubber, Co., Gadsden, Ala 
Alabama. 
Googyeer Tire & Rubber Co_} Akron, Ohio__- 
do Lincoln, Nebr 
..do Akron, Ohio. 
a 
af Gadsden, / 
The Goodyear Tire & Rub- | Akron, Ohio-- 
ber Co. 
..do ...do 
Ac lolph Goors.....-- -| Golden, Colo.. 
| Gorham Manufacturing Co__| Providence, R. 
Gorham Tool Co Detroit, Mich 
The Goss Printing Press Co..| Chicago, Il 
Gothard Manufacturing Co__| Springfield, Il - 
| Gould National Batteries, | Chicago, Ml- 
Inc. 








i fi fi fi fli fli fin fn fm 


~~ 








| Kankakee, 
160 | The Govro Nelson Co__-_- Detroit, Mich 
134 | The Grabler Manufacturing | Cleveland, Ohio 
Co. 
362 | Grain Products, Inc Dodge City, Kans 
921 | Grainfield Elevator Co____-. Grainfield, Kans_- 
567 | Graingrowers Warehouse Co_| Wilbur, Wash 
854 | Gramm Trailer Corp Delphos, Ohio-_ - 
159 | Grand Canyon Lime & Ce- | Nelson, Ariz 
ment of Arizona. 
908 | Grand Central Aircraft Co...| Tucson, / 
, ee Sere : ae do 


wm OO DO 


44 cae Glend: ale, ¢ 
485 
186, | Tucson, 
172 | Grand Haven Stamped Prod- | Grand Hi aven, Mich. 
ucts Co. 
087 | Granite City Steel Co Granite City, 
769 
438 | Grant Photo Products, Inc Cleveland, Ohio 
719 | The G. A. Gray Co | Cincinnati, Ohio 
461 | Gray Schultze, Indiana____..| Detroit, Mich 
238 | Graystone Concrete Prod- | Seattle, Wash 
|} uets Co | 
, 937 | ar Western Sugar Co | Longmont, Colo 
Loveland, Colo. --- 
‘441 ...| Grand Rivers, Ky- 
| Lompoc, Calif_- 
Morganton, N.C. 
St. Louis, M0........- a 


aaa 





2 


“Ie 
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Applications for necessity | certificates in alphabetic order (under sec. 124A of the 
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970 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
vi - Internal Revenue Code)—Continued 


| 


Superior, Wis 


Cleveland, Ohio 
aes Rouge, M 


Detroit, Mich 
ire} Rouge, Mich 


° PPPrap 
“— Of Ft 2Or 


Terre Haute, Ind___ 
rear “wh Mich 


8 


Mar. 14 | 25, 000 
Mar. 23 | "| 292 


oes 


a 
PPPPPPLOLLS 
ee te ee ee ee eet et et et 


St. Paul, Minn 

United States at large. __- 
Havre, M 

Allovez, Wis 

Superior, Wis 

a States at large__..|_- 


$2 £2 $2.99 02 G9 km pm os G0 
IINIAIA=S 
SANSHEVS 


- 


PEPE KNEAAMS 


Bae 
wes 


do 
Skykomish, Wash... __.. 
United States at large 
Chattaroy, Wash 


PEP 


REzzz2 


3. 
3 
3, 
3, 
3, 
3, 783 
3, 784 
3, 785 
3, 786 
3, 787 
3, 788 
3, 
3. 
3, 
4, 
4 
4 


aoe 


Aeonr> 
v 


RE 


taal at al 
&& 


2 APPR 
_ = 
= EESEESE 


Greely Elevator Co___. 
eweene Fire Brick Co_- 


a? Bay Drop Forge Co__- 
Green Bay Food Co_. 
Paper & Pulp Co.. 


Hillyard, Wash 
United States at large 
Fargo, N. Dak 
Somers, Mont 


St. eel. PD an cis niin 
Unites States at large _- 


Boylston, Wis... 
A. States at large 


United States at large_- 
Havre, Mont 


U nto. States at large__ 


St. Paul, Dijon 2.2 aus 
Corpus Christi, TWEicie 


Chouteau, Mont 
Mexico, Mo 
Woodbridge, N. J 


Green Giant Co-. hoa 


Green Machine Co., Inc 
Green River Collieries, Inc__ 
Green River Steel Corp 
Greene Tweed Co_. 
Greenback Industries, Inc... 


in slp 
Greenfield Tap & Die Corp.. 


“tieemmains Steel Treating Co- 
Greenville Barge Co., Inc... 


Glastonburg, Conn 
Central City, Ky 
Owensboro, K 
North Wales, 
Greenback, Tenn 


a Maw, Conn 


Greenfield, Mass_.......|_.- 


Ww orcester, Mass 
New Orleans, La 


N wee BrarBaBo8Sna 


~10! 


BQQ000 QOQ0OHOPOPO000S [444549455559 5344554455395345555888554e8H000000040004 4 0 
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Anplications for necessity certificates in alphabetic order (under sec. 124A of the 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 971 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 
ities Date 
amount certi- 
(thou- fied or 
sand denied 
dollars) 


Delegate 
agency 


Googe ille Steel Car Co er . 112 


666 

Herbert S. Greenwald_--._--.. a Til 8 2, 288 

Greenwood Greenwood, 8. is 6, 822 

Greer Hydraulics Inc Brooklyn, N. ‘ 335 

Gregory Est. Shopping Cen- * . 2 400 
ter 


The Grief Bros. Cooperage | Blue Island, Ill % 52 


pieveand, 0 aiaenenabes oe 
Buffalo, N 18 
Eddy stone, Pay ‘ 14 
Niagara Falls, N. sas Eb 2 
Staten Island, N. Y__..-}--- 21 
Teterboro, N. J 5 
Ww: orcester, Mass 4 
Wyandotte, Mich 12 
do Youngstown, Ohio te 23 
Greiner Glassblowing Labo- | Los Angeles, Calif . 50 
ratory 
Griffin culpment Corp New York, N. Y 5 90 
Griffin Wheel Co ; ‘ 267 
Griggs Cooper & Co St. Paul, Minn ‘ 7 
Grimes Manufacturing Co. - i 
Griscom Russell Co Massillon, Ohio... _- " 
Grit, Inc Lithonia, Ga ; 237 
Clay Bank, Va 
Bergen County, N. J-- 
Seymour, Ind 


aaa a aqaaar 


2 


On 
{2 


Pons 
Se 
2 
~J 

cae 

-_—oO 


Groov Pin Dorn 

Grote Manufacturing Co 
Growers Gin Co., Ine 
Growers Ginning & Market- | Casa Grande, Ariz 


ing 
The Gruen Watch Co Norwood, Ohio. -.- 
J. Gruman Iron & Steel Co..| Minneapolis, Minn 
Grameen Aircraft Engineer- | Bethpage, N. Y 


Guatalupe Valley Cotton | Guero, Tex 


Mills. 
Guardian Electric Manufac- | Woodstock, Ill 


turing Co. 
d 


482 


ernest 
SSSRSSE 


Bi walt 


er DP 
— 
— — 
ao S&S 


_ 
: g 
~ — 

1 8 2% 
— — 
= 

ao wo 


as 


HeEeSS 


Guardite Corp 

Gudebrod Bros. Silk Co., Inc 
The Gudeman Co 

Guerin Mills, Inc 

Guiberson Corp 

Guild Products, Inc 

= Atlantic Transportation 


Woneket R.I 
Dallas, Tex 


anos 


roo eg 





_ 
a 
o 


BHQeOQoaqaa 4 
a 


#» 
= 
to 


Gulf Improvement Co. 
Gulf Mobile & Ohio R. R. Co 
Gulf oe Corp 


Pascagoula, Miss_.._---- 
Mobile, Ala 
Port Arthur, Tex. -.-...- 


Baltimore, Md 

Port Arthur, Tex 
Philadelphia, Pa 
ro Arthur, Tex 


Eunice, N. 
— Fla 


“Pittsburgh, Pa. ; 
Cleveland, Ohio - - : ; 292 
Gait "hessareh & Develop- | Harmar Township, Pa.. 
ment. 
Gulf Transportation Lines.._}| United States at eee. Ss 1,300 
Gulfport Shipbuilding Corp__| Port Arthur, Tex- 5 27 
Gunnison Homes, Inc Cumberland oe , Pa.. % 5, 500 


2, 097 
Co. | 
— I, Guthman & Co., i . 62 





ne. 
H.P.L. Manufacturing Co.. . A 14 
H. & A. Tool Co it, d 51 


88762—51—pt. 162 
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wy ee OOS ee aT OY 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 973 





Ap -oliantinne fae morceesin coristcates in alnhabetic order (under sec. 124A of the 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


a a ee 
300 93 6 


PP bt i 99 > O71 bt FO 0 G0 
non teens 


PIP SS 


4 
3, 
3,% 
3,3 
3, ¢ 
6, 





Applicant 


aS B. American Machine 


0. 
H. G. Machine & Tool Co--. 
ae. Corp 


Hackensack Cable Corp__ 
Hackensack W ater Co 
W. D. Haden Co- 
Halifax Paper Co._- 


The C. P. Hall Co. of — 


D. C. Hall Transport, Inc_ . - 
ee Steel Co 


The Hallden Machine Co____ 


Haloid Co. 
The Haloid Co 


do 

Hallett Manufacturing Co--- 
Sam Hamburg Farms..-----_- 
Hamilton City Lines, Inc___. 
Hamilton Manufacturing Co 
Hamilton Watch Co- - 
Hamlin Metal Products Co- 
Hammel-Dahl Co... 
Hammond Iron Works_-- 
Hammond Machinery Build- 

ers. 


ictenund Manufacturing 
orp. 

Haneock Chemical Co- ---- 

Hancock Manufacturing Co 

The Hancock Oil Co. of 
California. 

Hancock Oil Co. of California. 

Hancock Realty Co., Ine__- 


S| ear Steel Co., Inc__- 

0 

ae Trucking, Inc__.. 
W. A. Handley Manufactur- 


ing Co. 
Hanford Foundry Co 
Hanna Coal & Ore Corp- --- 


Hanna Furnace Corp 

The Hanna Furnace Corp.-_- 
Hansell-Eleock Co 
Hansen-Lynn, Inc......--- : 
Hansie Towing Co 

Hanson Colomb Machine Co. 
Hanson-Lynn Co., Inc_---- 
Happy Elevator Co., No. 2._- 
ee ee Refract Co- 


; .do atu 
Harbison ‘Walker Refrac- 


__do 
| Harbison-Walker Refractor- 


ies Co. 


ined i adns:hon welll 
| Harbison-Walker Refractor- 
e 


‘dace 2 ae 


aoa Tynes Manufacturing 


Facil- 

ities 
Facilities location, city Date ‘amount 
and State filed (thou- 


sand 
| dollars) 


South Attleboro, Mass._| Jan. 31 612 


6 
294 
275 


Weehawken, N.J aoe 35 
Galveston, Tex . 

Roanoke Rapids, N. C_.| Nov. 6, 200 
Chicago, 0] ‘ 149 
Dallas, Tex " : 
Flint, Mich- S 68 
East Point, Ga--------- ‘ 18 
Thomaston, Conn 7 
ees N.Y 4 296 


San RD a 112 
inaieoead. ‘Calif_ y 149 
Los Banos, Calif. - 
Hamilton, Ohio an. 88 
Two Rivers, Wis Mar. 1, 098 
Lancaster, Pa I s 
Akron, Ohio 5 596 
Providence, R. I ; 30 
Britsol, Pa__- 
Kalamazoo, Mich Mar. 64 


Otsego, Mich 2 reer 92 
Pasadena, Calif ; 338 


Long Beach, Calif. .-.- f 250 
Jackson, Mich i 
Los Angeles, Calif__..-- 


Long Beach, Calif A 9, 500 
Detroit, , Mich i 322 
do_... dbeods 39 

23 


240 
300 


San Bernardino, Calif Apr. 123 

Nashwauk Township, 
Minn. 
Buffalo, N 

--do 12, 000 

} R 170 

Burbank, ee ee . 2 15 


Stelton, N. J 

Burbank, Calif... 
Happy, Demet oss 
Bessemer, Ala 
Wyndham, Ohio. 
East Chicago, Ind 
Fulton, Miss 
Clearfield, Pa 


Baltimore, Md ‘ 
Mount Union, Pa_._----|_-_- 
Vandalia, Mo----._..---- 


Fairfield, Mo 
Bowingtown, Pa 


State at large, Wash- | 
ington 
San Srencieco, Calif__ 


do 
“Glen Olden, Pa 
Birmingham, Ala 





Q Q0 CcOo8n8 02 40 400 00004004 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 973 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- | 
ities . Date 
Facilities location, city amount < certi- 
i State (thou- | fled or 
| sand | denied 

| dollars) | | 


Applicant 


Status 


1, sos | OP, Hernia Oe. . 52... <ud New York Harbor, N. Y-| Jan. 16 73 
6,028 | Harnett Electric Corp. .-....| Port Washington, N. Y- < 5 
4,835 | Harnischfeger Corp Escanaba, Mich 
4, 836 West Allis, Wis 
4, 837 do oat Milwaukee, Wis 
2, 464 | Estill, S. C 
1, 064 | Chicago, Ill 
1, 262 |- "do Morton Grove, Il 
3, 549 | Harper Ww yman Co Princeton, Ill 

814 | Harrington & Richardson Worcester, Mass 

| Arms, 

3,082 | Benj. Harris & Co Z Chicago Heights, Il 
2,221 | Harry Harris & Co Kearny, N 
6, 708 Harris Metals Treating Co-_- a. Wis 
7,104 
3.809 | Harrisburg Steel Corp Hasrebace, Pa 
1,903 | Harrison Steel Castings Attica, Ind 
7,018 | The John Harsch Bronze & | Cleveland, Ohio 
Foundry. 
592 | Harshaw Chemical Co 
$03 |.....a ‘ 





2 nt to 
© 


to 
w ee orb 
roy uu 





~~ 


bo bo 


Uhnmecatar, em 
Cleveland, Ohio 
Hart Grain Co Shelden, Kans 
Hartford City Paper Co_..-- Hartford City, Ind_. 
Hartford Electric Steel Corp_| Hartford, Conn 





AAA 
4 3¢ 


7~ = 





Hartford Tool & Die Co., Inc. Hartford, Conn 
Hartwell Manufacturing Co_| Los Angeles, Calif- 
aaer Machine Co., Inc... Torrence, Calif 
Kalispell, Mont 
The }. W. Harwood Co___- Cleveland, Ohio 
| Hastings Instrument Co., Inc. Hampton, Va... 
| Hatch Mill Corp. Columbus, N. C- 
The E. F. Hauserman Co. Cuyahoga Heights, Ohio. 
9 | Haveg Corp-.. Marshaliton, Del- 
Hawaiian Cement Co., Ltd_- a “ean T.H 
Hawaiian Pineapple Co., Lid 
R. A. Hawks Co 
Haws Refractories Co ciheniee Pa. 
Hawthorn Finishing Co .-| St. Louis, Mo i aeeak 
Hawthorne Metal Products Royal Oak, Mich 
Co. 

Haxton Foods, N. Y ‘ Oakfield, N. Y 
Hay Elevator Co.............| Hay, Wash 
John I, Hay Co : United States at large_- 

do East North Central. _._- 
Hayden Flour Mills Tempe, Ariz 
The A. W. Haydon Co Waterbury, Conn 
Haydu Bros Mount Bethel, PK Pier Aan: 
Hayward-Schuster W oolen | East Douglas, Mass 

Mill, Inc. 

Hazelton Steel & Tubing Co.| Hazleton, Pa..---..-..---- 
The Heald Machine Co Worcester, Mass--_---- 
Heckett Engineering, Inc....| Fairfield, Ala 

d East Chicago, Ind 


AAA AAAL 
J02OQOIOIOIOD 


AARAAOEHO 
IOQIOIOILSs 2 


AAA 








lelelele) 





do 
Milw aukee, Rt scl a 
| Heim Co Fairfield, Conn 
—_ Manufacturing Co....| Philadelphia, Pa_.......| 
do-.- 
| Heli-Coil Corp..........-.-. Danbury, ‘Conn 
Heller Engineering & Man- | Los Angeles, Calif- 
ufacturing Co. 
| Heminway & Bartlett Man- | Watertown, Conn 
ufacturing Co. 
oes Sugar Refinery | Mobile, Ala...........-- 
0. | | 
Hennepin Towing Co | Minneapolis, Minn 





4 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Internal Revenue Code)—Continued 


Henry Bros. Tool & Die 


orks, 

Henry Valve Co 

Hop Co 

The Heppenstall Co 
Hercules Powder Co 
Hermann Forwatding Co--_- 
Hermetic Seal Products Co-.. 
Herrick Furniture Co__--._-- 
= Herschede Hall Clock 


0. 
Hershey Chocolate, Inc 
Hershey Chocolate Corp 
Hershey Metal Products, Inc. 
Hess, Ine Corp 


ie 
Hiawatha Metalcraft, Inc_- 
Thomas Hickey Coal 


Oil Co. 

Hickok Electrical Instru- 
ment Co. 

~ Engineering Corp 

eae — Grain Co 


do 
—4 Production Mechine, 


The High Speed Hammer 
Co., Inc. 

High Voltage Engineering... 

Highway Trailer Co 

Higman Towing Co 

Frank Hill, Inc 


Hill-Chase Steel 
Maryland. 

Hill City Towing Co., Inc--- 

Hill-Mace Meat Co 

The Hilliard Co 

Hillman Coal & Coke Co. -- 

Hillman Transportation Co 

Hills McCanna Co 

Edward Hines Lumber Co-. 

The Hines Flask Co 

Irving Hirsch 

7 Shear Rivet Tool Co_..._- 

H. ©. Hitchcock & Sons, Inc. 

Hitchiner Manufacturing 
Co., Inc. 

Hobart Bros. Co 

Hobes Paper Mills, Inc 


Hodgman Rubber Co 
C. O. Hoffacker Co-__........ 
oe Industries, Ine 

P. R. Hoffman Co-- 
Hofman Laboratories, Inc_- 
Hogan Laboratories, Inc 
Hoge Lumber Co 
J. ) Holan Corp 


Holipot Corp 
—_" Metal Products 


Facilities location, city 
and State 


hisenta, Conn 
Milwaukee, Wis 
Perth Amboy, N. J 
Buffalo, N. Y 

Palo Alto, Calif 


Fords, N. J 

Garfield, N. J 
Minneapolis, Minn - - ..- 
Wakefield, Mass 


Cleveland, Ohio 


Covina, Calif 
Boise City, Okla_......- 
Pritchett, Colo 


Walsh, Colo... .--. 
New Britain, Conn 


Rochester, N. Y 


Cambridge, Mass 
Edgerton, Wis 
Orange, Tex 
Schuylkill County, 
East St. Louis, 0 
Baltimore, Md 


Vicksburg, Miss 
Dixon, Calif 
Elmira, N. Y-_- 
Pittsburgh, Pa 


do 
Chicago, Tl 
Westfir, Oreg 
Cleveland, Ohio 
Somerville, Iie Ok ewan 


Hermosa Beach, Calif._.|___ 


Bloomi 
Milford, 


di 
Framingham, Mass 
Cranston, R. I 
oe Springs, Pa 
Carlisle, P 


New York, N.Y 
New Knoxville, Ohio-_. 
pe Ohio 


South Pasadena, Calif_- 
Bridgeport, Conn 


—_ 


8 Bo Breen 3 nnenBES 


~i BEBE 


Facil- 
ities 


a 
feat 


toe to 
=S5 


Bee . #8 


amount ae 
i 
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975 


Applications for necessity certificates in alphabetic order (under sec, 124A of the 


to 


~ 


5 
5 
2,8 
4 

4, 
4, 
4, 
4,‘ 


Internal Revenue Code)—Continued 


Applicant 


eres & Whitney 


a 
Holly Meat Packing Co 
Holl ow Corp 


Facilities location, city 
and State 


Mobile, Ala 
Waterville, Maine 
Oakland, Calif 
Tracy, Calif 


Santa ‘Ana, Calif 


i Alvarado, Calif- 


Holmberg Co., 


ne. 

Holub Iron & Steel Co 

Holyoke Wire & Cable Corp-. 

2 na Co. of America, 
ne. 


os -o Ww. 


Hippos Paper Co. 

Ww — E. Hooper ‘& Sons 
0. 

Hoosae Valley Lime Co., Inc. 

The Hoover Co 

Hoover Electric Co 

| Hee Motor Express Co., on 
ne 


Hopkins Engineering Co 
~—— A. Hormd & Co_._-- 


do 
Horn Bros., Ine 
we Flooring Co_. 
The E 
Holster Stee] Corp 
a Tool & Engineer- 

oe 

Hotpoint, Ine 

= 


do 
The Frank G. “Hough Co...- 
Ww 4 G. Houghland Sons, 


In 
Emile Houhot, Sr. & Emile 


Os 
Houston Belt & Terminal 
Ry. Co. 
Houston & Brazos Valley Ry- 
Houston Oxygen Co 
Howard Foundry Co 
d 


De a Bo oe era 
Hoyne Iron & Steel Co- 


Hub City Mills 

“ee Reinforced Plastic 
oO 

Hubbard Spool Co 

| J. M. Huber Corp 

| The Hubinger Co 

Huck Manufacturing Co 

Hudson ne & Paper Corp-- 
..d0 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Horton & Sons Co--- 


Charles D. Hoyt Co., Inc.__- 
Hoyt Mining Co...........-- 


en Wis 
New York, N. Y 


Akron, Ohio 
Holyoke, Mass 
Los Angeles, Calif.......|--. 


Watertown, Mass 
Ashtabula, Ohio- nadie 


Niagara Falls, N. Y 


Tacoma, Wash ‘ 
Niagara Falls, Ni Y 


Niagara Falls, N. Y 
Taylorville, iil 
Baltimore, Md 


Adams, Mass 

Canton, Ohio 

West Los Angeles, Calif 
Nashville, Tenn_- 


Memphis, Tenn 
St. Louis, Mo 
Altadena, Calif_. 
on Minn 


do.. 
Fremont, Nebr : 
San Francisco, Calif__... 
Cambridge, Mass... _. 
Dollar Bay, Mich__.. 
Windsor Locke, Conn.. 
Oklahoma City, Okla_. 
Detroit, Mich.- 


Milwaukee, Wis 
wrirene. tl 





North Chicago, Il 
Buffalo, N. Y 
Libertyville, Pi hh kei 
United States at large__. 


Hicksville, N. Y 


West south central 


ae 
Mishawaka, Ind 
Hibbing, Minn 
Aberdeen, 8. Dak 
Cicero, Il 


Detroit, Mich 

Palatka, Fla 

Augusta, Maine 

Jersey City, N. J.....-.. 


Date 
filed 


Dee. 


Mar. 2 
Mar. 
, 3 


5 


dollars) 








Facil- 
ities 


amount 


(thou- 
sand 


13, 800 


425 
194 
90 
190 
48 
39 
21 
17 
23 
33 | 


117 
364 





POP >>> Pass 


2 


Aa 
4 





HAAANHA 


Dee. 27 
Mar. 27 








977 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Date 
certi- 
fled or 
denied 


Facilities location, city 


Applicant and State 


agency 


| 


ee Sharp Machine Co_. 


“Fiudson Tool & Machine Co. 

Hudson Wire Co_-_ poe Cassopolis, Mich 
Hufford Machine Works E] Segundo, Lantee 
Hughes Aircraft Tucson, Ari 

Hi. J. Hughes Grain Eleva- Panhandle, Tex 


tors. 
Hughes Tool Co Culver City, Calif__..-- 
Hugoton Plains Gas & Oil Co_| Tyrone, Okla 
Hugoton Production Co Garden City, Kans 
—- Oil & Refining Co__. ~— Tex 


> 
Se 


gee 
bh 
ont 


FRED: 
SESe2 E86 


22 


AON ON 


PPLPLPHPHPHHPHPPNYYN 


Hy WOON 





8 


do 
Jourdanton, Tex 
H — Tex 


Chambers County, Tex-}-- 
Houston, Tex 
Katy, Tex- ahi ss 
do -| United States at large... 
Humble Pipe Line Co . do. 
S. R. Hungerford Co., Inc.. Memphis, Tenn.. 
Hunt Foods, Inc .-| Hayward, Calif 


& 
r= 





FRESE 


PHPLP 
STAID BDOSBVSSSOSOOOSOSCPSlCVrlVweOwrDeOeeS 


ee ee ee 


PAI KN gM 
a 
EBBRS 


Fullerton, Calif 

“Hunt Foods, New Jersey Bridgeton, N. J 

tinge Machine Co., | Huntingdon, Pa 

ne. 

Hunting Laboratories, Inc___|.....do 

Hunter Douglas Corp Riverside, Calif 

Huron Portland Cement Co.__| Green Bay, Wis 
Alpena, Mich we 
Superior, Wis_-__......-- 
Muskegon, Mich 
a Te Mich 


PrPPpPppyS 
Ra 
nweNo 


SS Severe UU UU 


~7*7 


Huron Steel Co., Ine 
Huss Lumber Co Chicago, oir i 
John L. Hutcheson, Jr. Cleveland, Cae. uk 
Hutchison Pipe & W aste | Fort Worth, Tex 
M — 


Hutchinson Pipe & Waste | Fort Worth, Tex_.----_- 
Material Co. 
Hycon Manufacturing Co....| Pasadena, Calif 
7 Hydraulic Equipment Co-_. Cleveland, Ohio-____- -- 
1,850 | The Hydraulic Press Manu- | Gilead, Ohio 
facturing Co. 
2,405 |.....d Mount Gilead, Ohio- - -- 
3, 128 a 7 7 
7, 143 .do 
4, 438 Hy draulic Research & Manu- 
facturing. 
2,228 | Hydraulic Units, Inc Glendale, Calif 
6,677 | Hydro-Aire, Inc___- Burbank, Calif 
6, 198 Hyerade Machine & ‘Tool, Cleveland, Ohio 
ne 
7,108 | Hyland Laboratories--.----- 
4,038 | Hyster Co 
4,039 |_... . oe 
4,807 |.....do_- Danville, ee SS ae 
2,499 | Hytron Radio & Electronics__| Danvers, M>ss___- 
5,649 | I. T. E. Circuit Breaker Co._| Phils delphi: i, Pa 
5,944 | Idaho Power Co. Boise, Idaho. 
§, 045 |...- American Falls, Idaho-.- 
5, 946 |...- Salmon, Idaho 
5, 947 | Stibnite, Idaho 
5, 948 ...---..----| Pocatello, Idaho 
756 | Mobile, Ala 


gr EN 


np 
m2 the CheBents €n 6m OS b2 et Em O83 ao) oS 8 3 oS oJ OJ OO 


FSP 


wo 
- 


Pen 


OMHHHHOIOQOO A200 A000 A200 00 AQOQOQORHHONOO OF PPPOE FOQOO000 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 


Internal Revenue Code)—Continued 


RAR 


S22 


PEPE PHPHHPNMPKPNPNPNPPPP! 
2 SESSESSS 
os 
SESEE=E 3 


3S 
& 


388 


32332 


oc 
i 


aga 


4, 
4 
4, 
4 
4, 
4 
4 
4, 
4, 
4, 
4, 
4 
4, 
4, 
4, 
4 
4, 


5, 926 


6, 359 | 


1, 053 
95 
7, 528 


1,811 
919 


Applicant 


The Ideal Electric & Manu- 
facturing Co. 


Ideal Industries, Inc 
Ideal Machine Co 





S 


Illinois Coil Spring Co 
Illinois Glove Co. ee 
Illinois Packing Co. 

Illinois Tool Works 

Illinois Terminal R. R. Co_- 
Imperial Brass Manufactur- 
| ing. 

Imperial Chemica] Co : 
Imperial Flour Mills Co..... 
Independent Lock Co 
Independent Pneumatic Tool 


Indian River Lines, Inc... .. 
Indiana Gear Works, Inc 


Co. 





do 


Indiana Steel Products Co-_.. 


| Indianapolis 
Co. 


Drop Forging 


Induction Steel Castings Co-. 
Industrial Air Products Co__. 


Ideal Engineering Co., Inc_-- 


0. 
Pittsburgh Plate Glass Co_.. 


Indiana & Michigan Electric 


Illinois Central Railroad Co--|.....d 





Facilities location, city 
and State 


Mansfield, Ohio 


Lawrence, Ind 
Petersburg, Il 
Chicago, I] 


United States at large. 
do tll 





Jan. 





Date 
filed 


Mar. 23 12 | 


Mar. 
Mar. 
Feb. 


United States at large_-..}._- 


Grand Rivers, Ky 


East North Central_.___|_- 


United States at large--_- 
Laurel, Miss. 
oe Ill 


ii NE cscs 
Decatur, Ill 


Broadview, Ill. _.-...--. aa 
Gibson City, Iil.....___.|__- 


Memphis, Tenn. ETS 
Gypsum, Iowa 

Pekin, Il 

woe ll 


Dubois, ll 
Chicago, Tl 
Denny, Ill 
Pond, Ky- 

Chicago, Il. 


Vogue, Ky-_--- 

Farmersville, Til. 
Cedar Falls, Towa... . 

Natchez, Miss......._..- 

GN Mecucch thn ensoauie 

Leewood, Tenn 

Chicago, Ill 

Pana, Il 

Chicago, Ill 

Franklin Park, Il 

United States at large_. 

Chicago, Ill.......... 


Imperial County, Calif. 
Harper, Kans. ba 
Fitchburg, Mass... 
Aurora, Ill. a 


Barberton, Ohio_....._.. 
Wilmington, Del______. 
Indianapolis, Ind _-_.._. 
State at large, Indiana___} 


West College 
Ind. 


Corners, 


| State at large, Indiana 


Industrial Fermentation Co_.| 
7, 260 | Industrial Gear Manufactur- | Chicago, Ill 


ing Co., Inc. 


' 


South Bend, Ind__..-. 
Valparaiso, Ind 
Indianapolis, Ind -_-_.... 


East Detroit, Mich 
Portland, Oreg 
Liberal, Kans_........-- 


400... 
East north central Illinois}. - 


-do-. 


do_..- 
BE cit ins 
SOs 


..do 


{ wee 


do 
Mar. 
Mar. ‘ 


Facil- 
ities 
amount 
(thon- 
sand 
| dollars) 


30 | 99 


6| 245 
1 20 


, 950 | 


5, 202 
, 461 


913 | 


289 


736 | 


75 
460 
935 


149 


391 
2B 
24 
58 
40 
35 
23 


15 


879 
25 


170 
891 
314 
R5 
230 
12 
y 

8 





Mar. 2: 


Mar. ‘ 
Mar. 
Jan. 


Feb. 
Dec. 
Dec. 
Mar. ; 


Mar. 
Mar. 
Jan. 


Mar. 2: 


..do 


Apr. 


4 
Mar. 2 


Jan. 


| Nov. 


Mar. 26 


| Jan. 


Dec. ‘ 


2, 000 
140 


2, 982 


, 007 | 
‘243 | 
21 | 


248 | 
523 


33 | 
16 | 


31 | 
14 | 
134 | 
543 | 
129 | 


91 | 





AL 
4 


QI y44I0O 


3 


BA4se4s4e6484454 


5 ocd ed 
44444 


sa 


ae 


A». ar 








Date 
certi- 
fied or 


| denied 
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PPP NENN S$ 
5 & 2 oo os os 0 , 


1,é 
1, 3: 
3, 4 
1, 
4, % 
7, 
3, 
7 


POND LP PPh Ph > 
Dw a D > > > q 


ae 


Pm nn 292 








Internal Revenue Code)—Continued 


Applicant 


Industrial Plating Works, 
Inc. 
do 


“Industrial Ray on Corp. 


| Industrial Research Council 


of America. 


| Industrial Research Labora- 


tory. 
Industrial Steel Container Co 


| Industrial Steels, Ine 


Industrial Tape Cerp 
..do 


| Industrial Textile Mills, Inc. 


erie Tool & Machine 
0. 


| The press Iron Works Co_.- 


<n oie 
Ingalls Iron Works Co 
Ingram Product Co 


Inland Corp 


| Inland Equipment Co 
| Inland Lime & Stone Co---- 
| Inland Stee] Co.___.......-. 


2 | Innis, Speide n&Co 
| Inspiration Consolidated 


Copper Co. 
...do 


turing Co., Inc. 


renee Iron Corp 


0 
International Business Ma- 


chines Corp. 
International Container Corp 


International Elevator Co-..- 


_-do.- 


2 International Elevator Co___- 
247 | International Great Northern 


R. R. Co. 
.-.-do 
..do 


| International Graphite & | } 


Electrode. 


International Harvester Co-. 


International Latex Co 


International Minerals & 


Chemical Corp. 
Pictvecps 


Facilities location, city Date 
and State filed 


do 
Painesville, CR is ds 
Cleveland, Ohio_...._..-}- 
.....d0 Apr. 
State at large, Minne- | Feb. 6 


sota. 
Baltimore, Md 


St. Paul, Minn 

Cambridge, Mass 

New Brunswick, N. J_-. 
.do__. 

Kaufman, Tex 

Providence, R.I 


Birmingham, Ala 
Verona, Pa___. 
Birmingham, Ala 
Verona, Pa 
Nashville, Tenn_.._- 
Lima, Ohio 
Nashville, Tenn 
Manistique, Mich 
en Ind 


Floyd, Ky 

East north central ing 
Crystal Falls, Mich ____- 
Niagara Falls, N. Y_--- 
Tucson, Ariz 


Mar. 14 


ape Avis... <<. 34s 


| Interchemical Corp......--.-| 
| Intercontinental Manufac- 


Duluth, Minn Mar, 21 
Chicago, Tl - Apr. 3 
Cleveland, Ohio_____- _.| Dee. 18 
East north central...._.| Feb. 27 
Poughkeepsie, N. Y 


Bayonne, N. J 

Joplin, Mo 

Flaxville, Mo 

Hingham, Mo 

Cut Bank, Mo 

Chester, Mo---- 

Medicine Lake, Minn.-. 

Hunter, N. Dak ____--- * 
United States at large_- Feb. 21 


1 
Mar. 29 


Chicago, Il 
Melrose Park, Ill 
South Chicago, Ill 
Dover, Del 
Mulberry, Fla 


do- 
Wales, Tenn... 
Tupelo, RE do 
Carlsbad, N. Mar, 22 
Fort Worth, Tex 
Mason City, Iowa 
Bayonne, N. J. 
Huntington, W. -Va_ 
Pascagoula, "Miss_____. Jan. 


Fulton County, Ga-.-.--.}...do....- 


Kalamazoo, Mich. -----}- 
Wyandotte County, 
Kans. 





Date 
certi- 
fied or 
denied 


Delegate 
agency 
Status 


SOTO wT wu VY | 


qQaqaaaa a -aa00 4 
o 


208040080 


TAUVUVUTIOTOVIYY WD 


One HONS 


avs 


asso a 
aQvovy 








B4454344450 
you 





QQ000000"00" 0000 444 


| 


SRRSSBS 


SAE pr 
& 


SSRs 
xa = 


FN og 
o fH Pho to tot 
iS B S 


Ceo 


—_ 


BE 


Ss 


122 Sys 


o> 


w= 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under 
Internal Revenue Code)—Continued 


bg bp be be be be be he 


ot to 


1, 659 
4,034 
6, 466 | 
6, 946 

876 


6, 925 





Applicant 


i a ik oak 
International Plainfield Mo- 
tor Co. 
International Resistance Co 
International Staple & Ma- 
chine Co. 
oar man Drop Forge Co-. 
0 
Interstate Engineering Pre, 
Inter-State Iron Co__.__- 


.do 

The Intrepid Co. 
Tonia Manufacturing es.<. 
Iowa Milling Co 
Iowa Manufacturing Co. of 

Cedar Rapids. 
Iron Ore Co, of Canada. . 
Ironite, Inc____. 
Ironton Fire Brick Co_- 
Irving Air Chute, Inc. ___. 
Irvington Varnish & Insula- 

ar Co, 

0 


“Irwinite, Inc 


Island City Iron Metal Co.- 
Island Creek Fuel & Trans- 
portation Co. 


| Island Machine Co., Inc. .__. 
| Isthmian Steamship Co 


J. B. T. Instruments, Inc ---. 

J. O. Manufacturing Co_____. 

J.&&.,I 

JTP Realty Corp..-__- 

Jack & Heintz Precision In- 
dustries, Inc. 

— Manufacturing 


Jackson Hope Towing Co., 
Ind. 


7 do 
Jackson Iron & Metal ‘Co., 
Ine. 


‘ do 
| The Jackson Iron & Steel Co 


Jackson Vibrators, Inc 

Meldrum Tool & Manufac- 
turing Co., Ine. 

The Jacobs Instrument Co_- 

Jacobs Manufacturing Co-- 

Nathan Jacobs_.............- 

J ‘ine Manufacturing Co., 

- 


| Jacr 


Jatte.W Chi Iron & Metal Co. 

Jagger Bros., Inc 

James Manufacturing Oc ike 

Jamestown Finishing Prod- 

ucts. 

en Metal Products, 
ne. 

J ae Paint & Varnish 
0. 


| 


Facilities location, city 
State 


Date 
filed 


Wooster, Ohio 
Natchez, Miss... -....-- 
Mobile, ’Ala 
Natchez, Miss. 
Corinth, N.Y 
Niagara Falls, N. Y_.-- 
Ticonderoga, N. Y 
ene? N. Y 
Bastrop, La_- 

ccs 
“Camden, Ark_. 
Mobile, ‘Ala ; shed 
Panama City, Fla_. 
Georgetown, &. 0 3 
Springhill, La_........-- ; 
Plainfield, N. J 


Philadelphia, Pa__....- 
Herrin, Il 


Milwaukee, Wis 


.do 
“El Segundo, Calif. 
Buhl, Minn_. 
Virginia, Minn 
Calumet, Minn. 
San Francisco, Calif_. 
Ionia, Mich. 
re, Rapids, Towa... 


Quevec, Canada. 
Mount Clemens, Mich. 
Ironton, Ohio 

Buffalo, Sit E esses 
EI! Monte, Calif 


Dallas, Tex 
Galveston, Tex 
Huntington, W. 


Farmingdale, N. Y 

New York, N. Y 

New Haven, Conn 
South Gate, Calif 

State at large, awe. 
Great Neck, N. s 
Maple Heights, Ohio al 


St. Louis, Mo 
Mobile, Ala 


United States at large-__| 
Jackson, Mich 


do. 
“Jackson, Ohio_- 
Ludington, Mich 
Ferndale, Mich--....--- 


United States at large...| } 
West Hartford, Conn--. 
Massena, N. Y 

Union, N. J 


Bedford, Ohio 
Birmingham, Ala 
Sanford, Maine. 
Fort Atkinson, Wis... 
Jamestown, N. Y 


Jamestown, Pa 


e8esssy 


8 8 


ities 
jamount 
| (thou- 
sand 
dollars) 


} 1,012 
22, 034 
15, 661 | 
21, 247 | 
2, 054 
150 
318 
310 
431 
, 506 | 
606 
, 203 
783 | 
. 949 
675 
934 











| Facil- | 


979 


4A of the 


sec. 12 


Date 
certi- 
| fied or 
denied 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


1, 205 |_. 


1, 464 | 
1, 465 











1, 466 


Applicant 


Jamestown Table Co 


Janesville Paper Box Co 
Janney Cylinder Co 

Janney Machine Corp---_-.-- 
Charles L. Javis Co 
Jeannette Glass Co 

Jeffers Electronics, Inc 


| Jefferson Chemical Co., Inc-- 


Date 
filed 


Facilities location, city 
and State 


Salamanca, N. Y 
Janesville, Wis 
ge aE Pa 


Middletown, Conn 
Jeannette, Pa 

Dubois, Pa 

Port ete aK. cones 
New ree 


Jefferson Sateen & Manu} Detroit, Mich 


facturing Co. 
Jefferson Mills, Inc 
Jeffersonville Boat Machine-- 
C. O. Jelliff Manufacturing 
Corp. 
Jenkins Bros 
Jennings Cotten Co 
C. O. Jennings Grain Co 
Jennings Machine Corp------ 
Jennings Manufacturing Co_. 
J. Robert & Helen Jeuser - - -- 


Jewel Cotton as i. ° 
J. D. Jewell, I : 

Johns Hartford “Pool Co., Inc. 
Johns-Manville Corp 


_do 
| C. D. Johnson Comp... 
Johnson Coke Co 


W. B. Johnston Grain Co. of 
Alva. 

Joliet Wrought Washer Co-- 

Jolin Corp-. 


| E. D. Jones & Sons Co 
| Jones Iron & Metal Co 

Jones & Laughlin Ore Co-_--_- 
1. aaa 


| Jones & “Laughlin Steel Corp. 


..do. 
do 


| ..do 


do 
do. 
do. 
do. 
..do. 
do_ 


1, 467 |__. 


1, 683 


1, 684 |__.- 
1,685 |___. 
1,946 |__- 


2,661 | 
2, 662 


2 706 |...- 


=| Sobek Mos 


Jefferson, Ga 
Jeffersonville, Ind 
Southport, Conn 


Bridgeport, Conn 

Pinal County, Ariz 
Hutchinson, Kans -.- --- 
Philadelphia, Pa 
Masury, Ohio 

— Holly Springs, 


a. 

Thomasville, N. C 

Gainesville, Ga_- 

Hartford, Conn 

County at large, New 
Jersey. 

New ane Pa 


Toledo, Oreg 
Rockwood, Fenn 
New Brunswick, N 


Dallas, Tex 
New Burnswick, N,. 
pee, Tl 
New Brunswick, N. 
a mi 


M nn The Wis 
Alva, Okla 





| Shawano, Wis 

Pittsfield, Mass____..___| } 

| Dearborn, Mich.........} 
— Mine, N. Y-----| 


| 0 
Tracy Mine, Mich 
Aliquippa, Pa 
Star Lake, N. Y 
oo Pa 


| Cleveland, Ohio- 
Pittsburgh, Pa 
Cleveland, Ohio- 
ae. 

see. 

Son cE Se 

Aliquippa, Pa. ._....-.- 
Sree Pa 





Sa | Pittsburgh, Pa 


Facil- 
ities 
amount 
(thou- 
sand 
dollars) 


Delegate 
agency 


006600000088 





FONANNOADNIOHANODAONOHORRRQQQG HaAqQQAqANAAAAAAHAAA aara aqcasra ANG 








aa 


VW¥OOOVOH8OOO08600050080o8 





Date 
certi- 
fied or 
denied 


Mar. 


8 


AANHP PHP 


4,192 
4, 271 
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Applications for necessity certificates in alphabetic order (under 
Internal Revenue Code)—Continued 





Applicant 


Jordan Re frigerator Co 
Jordan River Line- - 
Earle M. eee ‘Co 


Judson Steel Corp 


an Manufs acturing Co... 


M. Products. 


Kaiser Aluminum & Chemi- 


582. 25 
das thieddonhctiews 
PING wlan kD 

_.do 

do. - 

do 


7 | Kaiser Bauxite Co_ 
7 | Kaiser Industries, Inc. 
| Kaiser Steel Corp- ------ 


-do. 
..do 
do 


Co. 
Kamen Soap Products Co., 
Ine. 


5 4 Kamis Engineering Co 394 
| Kane Manufacturing Corp 


Kane Pipe Corp_-- sae 
Kane Ship Repair Corp. one 


Patterson Oil Terminals, Inc_| 


§ | Kane Ship Repair Corp-_.-- 
51 | Kanotex Refining Co-__-_. 
26 | Kansas City Southern R. R. 


6 | Kansas City 


4,192 | 


4,271 1... 


Co. 


Co. 
-.-do. 
..do 
saat. 
..do. 
do 
. 8. Kaplan ‘Co- 
_.do 


Kasle Iron & Metals, Inc___.. 


Kasle Steel Corp 
Kaufman Iron & Metal Co. 
Kaukauna Machine Corp 
Kawecki Chemical Co__. 
Kaydon Engineering Co 
The Kaydon Engineering 
Corp. 
Kaydon a ~~ . 
do... 





Terminal Ry. | 





| Franklin, 


“Moss Landing, ‘Calif. _- 


County, Calif.) Js 


| Barberton, Ohio 


| Cleveland, Oh 
Kaukauna, Wis_------- 


Facilities location, city 
and State 


sec. 124A 


981 


of the 





Date 


| 

| Facil- 
| ities 
jamount 
| sand 
dollars) 


| (thou- | 


agency 





.| Aliquippa, Pa 
Pittsburgh, Pa 


do 
Martinsburg, W. Va... 
Aliquippa, Pa__...---- 
Cleveland, Ohio. 
Pittsburgh, Pa 
Cleveland, Ohio_- 
California, Pa.........- 
Pittsburgh, Pa 
Philadelphia, Pa 


| State at large, La_ 
Los Angeles, Calif 


..--d0 


_.| New Philadelphia, Ohio 
| St. Louis, Mo ‘ 


Claremont, N. H 
as oii 
Emeryville, Calif_ 
Torrington, Conn 





Maple Shade, N. J_.._..| Jé 


State at large, Texas 


Baton Rouge, La___----| 


Mead, Wash_.------ 
..do. 


Monterey C€ 


Permanente, Calif. _- 


| Salinas, Calif... ......--.] 
Trentwood, Wash-__-_-- 


do. 


| Halethorpe, Md_ 


Oakland, Calif_ 


| OR 
Mead, Wash-_- sed 
British West Indies___- 


Seattle, Wash. - 

Fontana, Calif 
do 

Oakland, “Calif. 


| San Bernardino, Calif 
| Kalamazoo Ste umping “& Die 


Kalamazoo, Mich..-. 


Philadelphia, Pa_- 
Kane, Pa 


Galveston, Tex. 


Brooklyn, N. Y 
Paulsboro, N. J 

State at large, New Y ori | 
Arkansas City, Kans 


United States at large 


Kansas City, Mo 


_..d0. 
_..do- 
ae 
oath. 
..do 


Bast Chicago, Il.- 
| Chicago, Tl 


Camden, Ohio-.-- 
Toledo, Ohio_____- 
Dearborn, Mich___. 
Ohio. 


Boyertown, Pa 


| Muskegon, Mich.. 


essen 


..do 


EMM str ssc ccd love 


3, 778 


105 
1, 461 





40 


3, 089 | 


762 
6 


2, 150 | 


852 


344 | 


123 
, 510 
634 
418 
, 622 


9 | 


129 
, 000 


3, 000 


93 | 


380 | 


269 | 
92 | 
92 | 

191 | 


| certi- 
| fied or 
| denied 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 
locati: i o— t 
: Facilities location, city amoun 
Applicant and State (thou- 
sand 
dollars) 


Date 
certi- 
fied or 
denied 


Delegate 
agency 
Status 


Kay Electric Co.............| Pine Brook, N.J 
ae & Trecker Corp Wauwatosa, Wé&.__.---- 
West Allis, Wis. .......-]-- 
Middleton, Mass_...---- 
Kearlott Manufacturing | Newark, N.J 
or 
7 Kees Manufacturing | Beatrice, Nebr 


BBSe 


pape 
~~ 
me 


Ry 
- ow 
S55 


Kehrig Manufacturing Co....| Utica, Mich 

Keller Tool Co Grand Haven, Mich-.-- 
Kell Storm Tool Co., Inc Wethersfield, Conn 
Kellex Corp a, N.J 


many 
Zo 
ao 


— 
a 
- 
n 

ou} 


: do 
Kelly Island Lime & Trans- Marblehead, Ohio 


oO 
of. 
=o 
@ro 

oY 





: do 
Kall 8 Switchboard & Sup- 


4 W. Kellogg Co 
Kelsey-Hayes Wheel Co--.- 
The Dow Chemical Co 
oar -Haye$ Wheel Co. 


The Kendall Co_- 
Kendall Refining Co 
Kenmore Metals Corp 
—, Inc 


a do 

D. 8. Kennedy & Co 

Kennedy Van Saun Manu- 
facturing & Engineering. 

Kenova Terminal Co 

Kensico Tube Co., Inc 

Kenworth Motor Truck 
Corp. 

Kenyon Instrument Co., Inc. 


<a Electro Metals Co.-- 


“Kerotest Manufacturing Co_- 
Kerpel Precision Casting Co. 


Kerr Bleaching & Finishing-- 


Philip Kerrigan, Jr 
Ketay Manufacturing Corp-- 
Ketchikan Pulp & Paper Co. 
Keuffel & Esser Co 
Keystone Engineering Co---- 
| Eee Steel & Wire Co--- 


Keystone Wire Cloth Co 


ae Ga. =e Co., Inc. 


: do 

Kiess-Kaufman Wire & Ca- 
ble Co, 

Kieckhefer Container Co-..-.. 

Kilgore Manufacturing Co--- 

= Kilroy Structural Steel 


0. 
Kimberly Clark Corp 


Gibsonburg, Ohio 
Painesville, Ohio 


Marblehead, Obio__...--|-- 


Presque Isle, Mich 
Santa Barbara, Calif___- 
wade City, N. J 


Jersey City, N.J 
Detroit, Mich 
Midland, Mich 
Detroit, Mich 
McKeesport, Pa 
Davenport, Iowa 
Walpole, Mass 
Bradford, Pa 
Jersey City, N 
Latrobe, Pa 
...do 
Los Angeles, Calif 
White Pine County, 
Nev. 
Bingham Canyon, Utah. 
Garfield, Utah 
Cohasset, Mass 
Danville, Pa 


Kenova, W. Va. 
Mount Kisco, N. Y----- 
Seattle, Wash 


Huntington Station, 
N. Y 


Rock Island, Wash-...-- 
Keokuk, Iowa 
Pittsburgh, Pa 

New York, of = 
Concord, N 

Nashville, eects 
New York, N. Y 
Ketchikan, Alaska 
Hoboken, cs... 

Los Angeles, Calif 


Hanover, Pa 
ee Mich 


Baltimore, Md 
Licking County, Ohio-_- 
Cleveland, Ohio 


Memphis, Tenn 
Biggs, Calif 


SaoBBS! wr 


See HO OO SOD SO 


os 


Hoy Sy OV 


Row SRVSRVSRISR 
PIPPIN fy 


SB. 8! 8! 
HO C00 an000000000000000000 2 AGH C008 6O000n0000000 AGadGRmKMGQ MQQGga A GAGGQ 
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~~ 
18 


6, 589 


1, 108 
3, 696 
1,871 
2, 939 
8, 825 

220 
4, 943 
7,131 


1, 561 
1, 878 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 

ities 
Facilities location, city Date |amount 
and State filed (thou- | 

sand 
dollars) 


Date 
certi- 
fied or 
denied 


Applicant 


Delegate 
agency 


Status 


| 


CD SS CS ee Dexter, Mich - -| Nov. 1: 400 
King-Seeley Corp Ann Arbor, Mich. far. 489 
Singers Cotten Oi] Co_...| Kingsburg, Calif Mar. 130 
Kerman, Calif x 182 

525 

fon Sa of Dinas 108 
Kingsley Mill Corp ; 792 
aaaew Glananine Machine ibe . 18 8 


49 
48 
: 206 
_do Tipton, Ind cs m 52 
Kingwell Bros., Ltd San Francisco, Calif ‘eb. | 62 
The Kinsman Transit Co. ._- Cleveland, Ohio Feb. 192 
—— Rubber Co Brea, Cali t ; 183 
ee 3 16 
A Si od ae ol do do 103 | 
Kleger Machine Co Los Angeles, Calif I ; 115 | 
Mathias Klein & Sons.-_.....| Chicago, Il_ Feb. 2 60 | 
Seopa Laboratories, | Lake County, Il Mar. 23 245 | 
n 
William F. eee Houston, Tex an. 232 
Klempner Bros., Inc Louisville, Ky I ce 27 
Kna »P Monarch Co St. Louis, Mo Jan. 2 18 


MITOWQ AOVO'VT'Y 


44 PPPS 


Pps 


qaqanaaaen|aaaaa aanqaPrraa 


4 


4 





AAA 
40202 


a <bebbecwte I 67 

Kn: appen Milling Co. Z ste i Nov. 60 | 

_.do.. _....do Mar. 4 270 | 
Knight Electrical Products | Brooklyn, N. 


Ow 
Us 





Cor 
a4 hs Knight & Son, Inc__....| Birmingham, Ala 
ae Machine Products, | Cleveland, Ohio 
ne 
Kohler Co NOE WN a dinneuncditne 
Kolker Chemical Works, Inc. RR ns ila 
Kondak Engineering Co Newark, N. J 
Kopelove Iron & Metal Co...| Dayton, Ohio 
eoreet Co., Inc Kobuta, Pa : 
je Aden ho Rs aie a setill Port Art hur, “Tex. 
. Kobuta, Pa 2 Nala 
United States at large.__| Feb. 27 
Warren Township, Ohio.| Feb. 28 
East St. Louis, I i Feb. 28 
Houston, Tex PeGecbde nen. « 
Follansbee,, W. Va. do.... 
Swissvale, Pa Mar. 9 
Petrolia, Pa < 
‘ Baltimore, Md Mar. 16 
Korhumel Heffron Preiss | Evanston, Ill Jan. 29 
tee 
Kosmos Portland Cement Co.| Kosmosdale, Ky. -.------ Mar, 26 
Krafco Container Corp.......| West Monroe, La ta 
H. Kramer & Co Philadelphia, Pa Feb. 23 
; Los Angeles, Calif Mar. 1 
R. Kresberg & Sons Manu- Chicago, Il Mar. 22 
facturing Co. 
po Park Clothes S 7, N. Mar. 23 
: do 
Te Forge Co. Cicero, Il. Feb. 15 
Kuhner Packing Co Muncie, Ind Jan. 4 
The Kulka Steel & Equip- | Alliance, Ohio...........| Mar. 29 
ment Co. 

Kunkle Valve Co Fort Wayne, Ind........| Mar. 23 
The ae Malting Co Milwaukee, Wis Mar. 22 
er do do 
Le &t. Manufacturing Co___| Van Dyke, Mieh Mar. 23 
L. & 8. Bearing Co. ..-.--| Oklahoma City, Okla_..} Jan. 12 
La Belle Industries, Inc Oconomowoc, Wis Mar. 26 
aa Christy Co Warm Spring, Calif Feb, 12 
; Canon City, Colo_.....-|- 

inate Christy Co. of Penn- | Clearfield, Pa 
sylvania. 
Laclede-Christy Co Bessemer, Ala 


Laclede-Chrisiy Co. of Penn- Clearfield, Pa 
sylvania. 


On 


RPOAQOOAY 
20202 


402 





QQQOnHHHHOO 


1, 
1, 
oO Ff 
3 
3. 
3, 
3,9 
4, 
2, 
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984 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 
ities 


Facilities location, city Date jamount £8 
and State filed & § 


32 


| 
| 
| Status 


Se 
mod ss 
wo 


2B 


do 

Madison, Ill 

New Orleans, La 

Cudahy, Wis- 
iotetetee Metal Products Co_! Van Nuys Calif_- 
Lafayette Steel Co Detroit, “Mich 
Lake Erie Engineering Corp-- Tonawanda, N. Y 

.do Erie County, N. Y--- 

“Lake Erie Engineering Corp..| Erie county, N. Y 
= Lake Manufacturing | New Britain, Conn 


Lak 12 Raining Co Biwabik, Minn 
Lake-River Terminals, Inc...| Cook County, Il 
Lake Shore Stage Li Tacoma, Was 
i seeeeet & Ishpeming | Marquette, Mich 


NI DAMDH G9 


Pas 


poem 
oa 
PH D0 


PSPNPSSS 


- > & 


do 
| Lakelands, Inc Euclid, Ohio 
inet & Marblehead R. | Cleveland, Ohio...___--- 


Ome PTO VVON UV TO 
te 


- 
Y 


R. Co. 
=—* Steel Improvement 





co Foundry & Machine | Muskegon, Mich. ---- 


Kent, Ohio 
Ww “ao.” Oreg- 


Seattle, Wash 
ee Ohio 


do 
“Lancashire Collieries Co Cambria faee, Pa_...| 
Lancaster & Chester Ry. Co._| Lancaster, 8. C Mar. 23 
Landis Manufacturing Co ...| Ferndale, Mich--_-_-.__. ; do ‘ 
Landis Tool Co. Waynesboro, Pa “M ar. 21 
Landsdowne Steel & Iron Co_} } ¥ 
The Lang Co., Inc Salt Lake City, Utah __- 
Langdon Manufacturing Co_.| Glendale, Calif 
79 Langley Cor San Diego, Calif- 
Lansdale Tube C Frederick, Md 
Lansing Die Sinking Co ar Mich... Sagi oa wi 
Lansing Drop Forge Co j 
a Lapoint Machine Tool 
AO, 


mop 


_— 


Los Angeles, Calif 
se mM 


La Salle Steel Co 
Las Vegas Building Mate- 
rials. 
Latrobe Electric Steel Co-_-_- 
Lava Crucible Co. of Pitts- 
burgh. 
Lavaca | Pipe Line Co-__-_.--..- Calhoun County, Tex_-- 


|- Port Lavaca, T 
| Lavelle Aircraft Corp... 
L. Lavetan & Sons... ......-- 
R. Lavin & Sons, Inc Chicago, I] 
E. J. Lavino & Co | Newark, Calif 
d ; Montgomery County 


ma naeeane.s]5.s. o.oo 








Q QQ000KH CO HQQ00 BQQD0OQAOOSHQQNNOOOP PPO O 0 AAAS RARR 200009000009000 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


| 

| Facil- 
ities | 

jamount} 

| (thou- | 

| sand | 

| dollars)| 


| 

| Date 
certi- 

| fied or 

| denied 


Date 
filed 


Facilities location, city 
and State 


agency 


Lawrence Portland Cement 
0. 
Lawler Automatic Controls, 


ne. 

T. L. Lay Packing Co 
Lea River Lines, Ine 
Lea & Sachs, Inc 
Leach Machine Works 


Lebanon Stasi ecb cas 
Lederer Iron & Steel Co. 
Lee Paper C 

| eat ~vesned & Tire ee 


.do 
“Lee Spring Co., Ine 
| The Lees- Bradner Co 
| James Lees & Sons Co 
Lefere Forge & Machine Co_- 
— Coal & Navigation 


| Lehigh Navigation Coal Co., 


Lehigh & Hudson River 
R. R. Co. 
—— & New England R. R. 


Lehigh Structural Steel Co-. 
Lehigh Structural Steel Co__ 
Lehigh Valley R. R. Co. 


| do 

| Lehigh Valley Transporation 
G. H. Leland, Ine 

5 | Lenkurt Electrie Co., ; 
Leon-Ferenbaeh, Inc___.-..._- 
Leonard Refineries, Inc 

The Lerio Corp 

Le Roi Co 


-d 
Leslie Salt Co__._- 
J. Leukatt Machine Co-- 
Leslie Terminal Co 
R. G, Letourneau 
R. = Letourneau, Inc 
setae 


Lev elland Refining Co 

H. Levine Cooperage 
Levingston Shipbuilding Co 
Levinson Steel Co 


| Lewis Machine Co 
Lewis-Shepard Co 

| Lewis-Shephard Co 

| Lewis Welding & Engineer- 
ing Corp. 

Lewyt Corp-- 

Libbey-Ow ens-Ford Glass Co 





“Libbey: Owens Glass Co_. 
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Lonigh Portland Cement Co- 


Lewis Co-Op Co..........-... 


| Northampton, Pa 


Knoxville, Tenn 
United States at large__ 
Dobson, N. C 

Culver City, Calif 

Los Angeles, Calif 
Elyria, Ohio 


Oakland, Calif 


Vicksburg, Mich 
Youngstown, Ohio_____. 
--| Conshohocken, Pa 

0 


| Cleveland, Ohio.._____. 
Glasgow, Va 

Jackson, Mich 
Lansford, Pa 


| Allentown, Pa__. 

New York, N. Y 
—— States at large_. 
en 


Mount Vernon, N. Y- --| 





New York, N. Y 
U nited States at large_- 


Ps... 
Dayton, Ohio 7 
San Carlos, Calif__..._- | 
Johnson City, Tenn___.- 
Alma Mich 
Valdosta, Ga 
Milwaukee, Wis--- - 
Cleveland, Ohio aie 
Redwood City, Calif__- 
Columbus, Ohio. ___-..- 
Redwood City, Calif__- 
Longview, Tex_....-...- 
ay we 
Toccoa, Ga 
Peoria, I) 
Vicksburg, Miss _ 
Levelland, Tex. 
Vernon, Calif 
Orange, Tex___- 
Pittsburgh, Pa 
Lewis, Kans-.._- 
| Cleveland, Ohio 
| Watertown, Mass. _...--| 
ee 


Euclid, Ohio 


Long Island, N 
Ottawa, Il. 
Toledo, Ohio. 


“Allentown, 


| 


Parkersburg, W. Va___- 








Toledo, Ohio 


Mar. 
Mar. 


Mar. 
| Mar. 
Ca 

Feb. 
Mar. 
aa 
Grand Rapids, Mich._-__}_- 


Dee. 
Jan. 


| Jan. 
Nov. 


Feb. 


Mar. 


.do_. 


“Feb. 


Mar. 


Feb. 


Mar. 2: 


.-do 


do_. 


2 | 


26 | 


23 | 
22 | 

| 
23 
23 


| 


18 
3 
29 
16 | 
97 | 
15 
15 
26 
8 i 





.-do__- 


Mar. 
Nov. 


Nov. 
Mar. 
Mar. 
Nov. 


177 | 


995 


one 


32 


57 
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4 
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Libbey-Owens-Ford Glass Co. 
ee & Gittlen Metal 








Liberty Products Corp.......} Farmingdale, N. Y.....- 186 
Librascope, Inc. ............-] Glendale, Calif........_- 18 
Liebel-Flarsheim___..........| Cincinnati, Ohio........ 1, 106 
Tig Grain & Milling Co., | Liberal, Kans........... 183 
c. 
Lily Tulip Cup Corp...-..-- ements, BE sctch o-ndees ; 940 
Limestone Manufacturing Co.| Gaffney, 8. C .......--- , 1,099 
Linco Tool & Machine Co...| Watertown, Mass......- Mar. 95 
The Lincoln Electric Co_....| Euclid, Ohio...........- Mar. 7, 252 
Lineoln Machine Parts Corp_| Bronx, N. Y......._....|--.do---.. 4 
oe Steel Treating Co., | Chicago, Ill_............|-..do-.-_. 33 
c. 
aie Lindemann & Hoverson | Milwaukee, Wis- -- 356 
The Linderme Tube Co-_____- Euclid, Ohio...........- , 1, 198 
Lindsay Mining Co., Inc...._| Mina, — Mar. 26 349 
Lindsay Wire Yeaving Co...| Cleveland, Ohio____---_- Mar. 16 229 
Link Belt Co-. ..--.---| Indianapolis, Ind...----| Jan. 30 83 
ae I Each nanetdneenesece de Te ee 18 
al a Skies delitinipana hephnk castle A, tench coat te canna teas cane 30 
sauiine De chnunlke.e Rasineesiee petites SE or eo. 12 
adie BI Nin \aincin shecandeain indienne cae eco tae oe a ae aca eee 10 
eda OO his edit pees wenn enn eed. ind on i ee 8 
waiceal SN tensed ocieiniiieias beret, ttn ee Se Feb. 26 20 
The Lintern Corp._._..-...-.-- Berea, ik ee Apr. 2 122 
eet peared Lb nogemunes Syracuse, ss ike ieee ae 3 7 
cle dines Bi iieeladieidaan dnepmipaiie . Ona ceil ites Rue a aes 
CaO Gb sscci dan nweetag sian El Dorado, Ark__.-.---- Mar. 23 630 
mee > Liinetihibagitinnis whbaunered Scurry County, , ee 
. Charlotte, N. C_..._....| Apr. 4 | 30,516 
The “Ligiid ‘Carbonic Corp. -| La Grange Park, et Mar. 5 450 
woh sid edandahegihenhsisurasee Philadelphia, Pa.....-..|---do--...| 1,659 
i alse Oa AE LE IPT Urbana, Ohio_..........|...do_....| 1,410 
banda Picticectinddadquesouhneveneh GL ie coaeaameetl Mee ann 488 
ee CED nk «pan enes Bellows Falls, Vt... ._- Mar. 1 155 
E. T. pert Saw Co____. Pittsburgh, Pettis Mar. 23 169 
Litehfield % Madison Ry. Co_| East north'central______- Feb. 15 675 
Lite Manufacturing Co., Inc.| New York, N. Y-......- Mar. 20 30 
Litemetal Dicast, Inc. ....._. Jackson, Mich _._...... Mar. 23 77 
i“ Rock Corrugated Box | North Little Rock, Ark.| Jan. 23 67 
tainen Indostriss.. ......--.<. San Carlos, Calif_....... Jan. 9 248 
Lockhart Iron & Steel Co....| McKees Rocks, Pa...... Mar. 13 120 
Lockheed Air Terminal, Inc... vee. | AR: Mar. 20 330 
Lockheed Aircraft Corp sie iain ra IER clin olla eet Feb. 11] 3,667 
oabiaa Wd ttn Rhein nskstieoniad Seat eter ss Mar. 12 1, 393 
Lockheed Aircraft Service, |..... WRT i ok ct anictinaniniae eS 
Lockheed Aircraft Division..| Pasadena, Calif......... Dec. 4 662 
Lockheed Air Terminal, Inc__| Burbank, Calif.......... Mar. 12 92 
ery Finished Mate- | Atchison, Kans. .-...... Dec. 18 198 
erial. 
The Locomotive Finished |..... iia a naerettee Feb. 15 108 
Material Co. 
S. Loewenstein & Son_....... Detroit, Mich_.......... Jan. 10} 1,450 
V. P. Loftis Co..............] Charlotte, N. O......... Feb. 8 125 
Logan Machine & Metal ee NG coe caren Mar. 23 127 
Stamping. 
Lomen Commercial Co. ..... Nome, Alaska... 
Lone Star Cement Corp Cloverdale, Va- 
es daeald GD dicsacsdsggiciintapnagl ea ee 
Lone Star Steel. .----.---| Lone Star, Tex 6 
Lonergan Manufacturing Co. Albion, Mich........... . 6 7 
Long Island Lighting Co..... res Jeflorson, Long Mar. 23 9, O11 
slan ; 
Long Island Machine Pat- Brooklyn, ee ces oes Dec. 7 27 
tern Works. 
Longren Aircraft Co......... 23 17 
Loral Electronics Corp ize’ 19 36 
Lord \papceneie ea 22 = 
Los huguled Die Casting Co_- . 27 18 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


































Facil- 
T. A Facilities location, cit Dat nount| $8 cane 
A. acilities location, city ate jamount! =o certi- 
No. Applicant and State filed | (thou-| 3 | 3 | fied or 
sand | 32 3 denied 
| oes QA nm 
4, 364 ~ Anasies & Salt Lake | Milford, Utah........... | Mar. 15 ni: F P 
. R. Co, 
Oe Banna Re dee ahi be aaa a Los Angeles, Calif_...... Mar. 22] 2,789; T P 
§, 302 j..... likiadatnn dawceiabad United States at large...}._- do..... 222; T P 
OOP fonnss OO le okt ital Omaha, Nebr.........-- Mar. 23 gi 7 P 
2,630 | Louisiana & Arkansas R. R-..| United States at large...| Feb. 9 | 10,575 | T P 
6, 560 nem & Arkansas Ry. | Kansas City, Mo._..... Mar. 23 638} T P 
0. 
7, 465 ag Loud Machine Works, | Pomona, Calif.......... Mar. 26 $8; C P 
ne. 
6,137 | Louisiana Power & Light Co.| Ninemilepoint, La_..... Mar, 23 8,124 I P 
6,138 j..... et eee ee 8 West south central_.....|__. a 845 I P 
1,241 | Louisville & Nashville R. R. | County at large, Florida_| Jan. 5 a. P 
0. 
+ Nee ila atte a Ride eaiadee tian bch al Louisville, Ky_........- Feb. 1 §22| T P 
ST ivatae BO clan laa lt easgigint tie East south central__..... Feb. 13 | 5,617 ry P 
Os ok cadewdaliawsccuetinuel a south central at | Mar. 12} 12,919; T P 
arge. 
4,894 |..... a inn ec lccatinia East south central._....| Mar. 20 | 2,176| T P 
5,050 |... I ee Sek. wh dene United States at large...| Mar. 21 559 | T P 
Sf) Ra RE Re ee Pe Sa Louisville, Ky. .......-.}__- meee 759 | T P 
5, 134 }....- A me et Long Branch, Ky-_....--|_-- i as 440 = P 
6,136 j..... i tis cateate cdi hiehebal United States at large_..|_..do-_-- 39 | T P 
1. nose ie edeed teow cibekneciien SO as en at Ria in tenes Mar, 23 303 wg P 
3,837 | Love Manufacturing Co__...| Wichita, Kans.........- Mar. 7 49; C P 
1,203 | Lov gloy Tool Co., Inc... ...- Springfield, Wh. asdcunele Jan. 4 10; C P 
Gi i oe  ceknnd bien atinnaniilvns GEE «. ninsuithctesonknemaish Mar, 23 32 Cc P 
1,512 Awe Leveman Lumber & Nashville, TOM cctens Jan. 12 130 Cc P 
ox Co. 
7,067 | Lowe Paper Co___._...__.... Ridgefield, N. J........- Mar. 23 50; C P 
5,423 | Lovequist Engineering Co...} Los Angeles, Calif....... Mar. 22 21 C P 
4,816 | The Lubrizol Corp..........- ve Sicah adidas Mar. 20 887 | C P 
4,817 i) EO ae a she cuidate bichgniitalaied do....| 2,044 Cc P 
1,315 | Lucerne Coke Co____--_- Me eb ts stn Sn hai Jan. 8 | 2,000 I Pp 
1,017 | Luckenbach Steamship Co...| New York, N. Y__..__-- Jan. 21] 12,379; C D | Jan. 18 
2, 065 lan Marine Construction | Stamford, Conn........-. Jan. 29 118; C P 
0. 
1,022 — Foundry & Machine | Lufkin, Tex............-. Jan. 2 100} C Cc Mar. 27 
0. 
6,718 | The Lufkin Rule Co......-.. Saginaw, Mich.........- Mar. 23 37} C P 
1,170 | Lukens Stee] Co............. Coatesville, Pa........-- Jan. 3 142} C C | Apr. 5 
SE Bins o ica paliwesSodepsnickbaaieeos Ss doesn icninhs dh cnaneiandl Jan. 31 = Cc P 
2, 335 OS hn gs Fain cote nil agin ach | Tete Feb. 2/| 3,2 Cc P 
3, 894 | Lumberton Storage Co., Inc.| Lumberton, N. C_____-- Mar. 7 175 > P 
4,479 er Manufacturing Jackson, BiG ss. ccicsc Mar. 19 30; C P 
0., Inc. 
Ree Pe le a oo. a peicne ne eniwenatd oe... 62 Cc P 
4,766 | Nels S. & Gertie S. Laund- |._.-- Ts 6 o.qcnchansapaaenai a 23}; C P 
rg. 
5 688 | Luria Bros. & Co., Inc....... Ecorse, Mich. -.-........- | Mar, 22 6}; C P 
5,689 |_...- ard, uiseinditcletviguebpsleinnie BEGUN, FG. . .ccccncncs sin ce 58 P 
5, OP tess hs an ca bundbdhcocc> ates Pittsburgh, Pa.......-.- ay Swe 46 C P 
5,691 j.__.- Rs ni daca. cacah aie Reading, Pa ‘dhe a 31 Cc P 
5,440 | Luria » Engineering Corp- .| Bethlehem, Pa cae... 31 Cc P 
MO SL RES ged. SR ees See Chicago, Tl Mar. 23° 558 | C P 
4,343 | Lutz Go. Ee rc Deationbdibned Guttenberg, N. J.......| Mar. 15 69; C P 
7,940 | The Lynch Bros., Inc-_...-_- Pine Meadow, Conn....| Apr. 6 54] C P 
6,054 | Lymansville Co............-- re Providence, R. L...| Mar. 23 58} C P 
6,933 | J. Lynch & Co._............- Kipp, TA Lie dance nh aha 23| T P 
6,044 }....- OE chiwcldenadiinbassd baliban ipsburg, Kans-.-.-- .-do.- se P 
7,870 |. Ta ln th elle nie bali all feed leaf, Kans........- Apr. 4 30; T P 
2,389 | Lynch Pulp & Timber Co...| Longview, Wash...._.-- Feb. 5/| 9,050} C P 
7,044 | Lynchburg Foundry Co--.-... Radford, oes Mar. 23 180 | C P 
7,056 |. natty teliiacnebdbane Lynchburg, Va..-...--- Be Mead 160 Cc P 
2, 07 Lynn Textile Milis, Inc__-.-- Holyoke, Mass_........- Jan. 29 &3 Cc P 
73 | M. B. Manufacturing Co....; New Haven, Conn--.-.-- Dec. 1 108 Cc Cc Dec. 30 
7,616 | M: ©. Manufacturing Co....| Lake Orion, Mich-.....-. Mar. 28 20 Cc P 
2,049 sa - Parts Manufacturing | Los Angeles, Calif.......| Jan. 29 30 C P 
8, 692 atentiesias Shipbuilding Co.| Manitowoc, Wis........| Mar. 5 144 oO P 
1,100 | M. F. A. Of} Co............. Memphis, Tenn.........| Jan. 3); 1,720 I oC Feb. 19 
GU Fle A an oss bcaiee~cecs Green Bay, Wis.........| Dec. 27 459; C P 
4314 | ML OM. 148... .22-.-.05 ais Newark, N. J.........-- Mar. 15 404; A P 
3,243 | M. & M. Transportation Co.}_.__- utisedotemuesedes Feb. 21 238; T P 
7,197 | MacAnn Corp. ...-.-..---.--. Worcester, Mass.....--- Mar. 23 2; C P 
1'197 | Machine Tool & Die Co... Detroit, Mich........... Jan. 4| 156] C | P 
6,591 | Machinery Builders, Inc- ---- Bronx, N. EE Didachtinnerdi Mar. 23 430 C P 


83762—51—pt. 1——63 
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988 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificaies in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 
Facilities | i i Dai “ 

: ties location, city te jamount 
Applicant and State filed | (thou- 


Delegate 
agency 


Machlett Laboratories, Inc...| Springdale, Conn, 

Jack Mack Warehousing Scottsbluff, Nebr 

Mack Manufacturing Co State at large, N. J 
Macklin Co Jackson, Mich 

Macomb Steel Treating Co__| Detroit, Mich 

—-. ae & Savannah | Portsmouth, Va--..-...- 


8eaQQ080 
ono 6 


Macon, Ga.......-. 
South ‘atlantic Region, 
United States. 


do 
Portsmouth, Va-.-....--- 
Macon Iron & Paper Stock | Macon, Ga 


Co. 
The Madison Foundry Co_..}| Cleveland, Ohio......-. 
Magna Manufacturing Co...| Haskell, N. J 
The Magnavox Co. of Ken- | Paducah, Ky 
tucky. 
Magnode Products, Inc- Trenton, Ohio. 
Magnesium Products of Mil- | Milwaukee, W 
waukee. 
Magnet Cove Barium Corp..| Greybull, Wyo 
Magnetic Metals Co__.......| Camden, N. J 
Magnolia Petroleum Co_.....| Cameron, La- 
Stephens Co., Okla 
Chitwood, Okla_..._. 
Jackson, Mich ---.--. i 
do - Beaumont, Tex. ........|--- 
Magnolia Pipe Line Co Dallas, Tex -. - 
Magnum Corp Barrington, mM 
Magnus Tool & Die Co 
C. L. Maguire Ww ickenbure, RR scndls 
R. C. Mahon Co__. -- Macomb County, Mich 
Mahoning Ore & Steel Co. Hibbing, Minn 
Maine Central R. R. Co Portland, Maine 
Maine Poultry Co., Inc Bangor, Maine 
Maine Specialty Co___.. | South Portland, Maine 
Majestic Weaving Co., Inc...| New Bedford, Mass.-.--.| 
P, ys Mallory & Co., Inc-. =| site a Mens co oau 


| Malvern Brick & Tile Co___-. 
mena Board & Paper 
o. 
Manganese, Inc Clark County, Nev 
Manheim Manufacturing & | Manheim, Pa 
Belting Co. 
Manitowoc Grey Iron Foun- 
dry, Inc. 
Manitowoc Portland Ce- 
ment Co. 
a oc Shipbuilding Co- 


Hey Oy ws WTO 
~~ 6 


000 O87 44 
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PO swnmn 


sana > 


nee 





se 





SI) NNBNS! 


o wh 
a> momen 


> 
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> 
ae 





ee 
ade 


Manistee Salt Works __-____- Manistee, Mich 
Manlove Manufacturing Co._| Los Angeles, Calif 
Manning Maxwell & Moore, | Stratford, Conn 


Inc. 
Mansbach Metal Co Ashland, Ky 
Mansfield Tire & Rubber Co_| Mansfield, Ohio_. - 
Mapes & Sprow!l Steel Co__.._| Union, N. J 
Maraton Corp Rothschild, Wis. 
Marathon Electric Manufac- | Erie, Pa 
turing Corp. 
Marblehead Lime Co- Thornton, Ill. 
Marco Manufacturing Corp..| East Detroit, Mich ----- 
Mardigian Corp-___-..........| Detroit, Mich 
Maricopa Cotton Gin Co- Bakersfield, Calif __-..--- 
Marietta Electric Co Marietta, Ohio 
Marine Aircraft Corp Newark, Tex 
Marine Fabricators Co Perth Amboy, N. J___-- 
Marine Fue! Transfer Corp. New York, N. Y 
‘The Marine Gathering Co. Grand Cheniere, La 
_— Manufacturing & Tool| Minneapolis, Minn... -- 
o., Inc. 
Marine Oilands Co N. 
3 | M — Safety Equipment | Point Pleasant, N. J--..- 
orp 


— 
a 


SaBNSBRo BERBB o 


ese 
& 
o 


hi AIS 


z 


AINS 
mayo Oe 
cSSIR 8382 
On on Oe 


2x12 
n= 


pp 


Mar. 19: 


pOnw 
~ 


SON NS O18 
F = 
co-nh OO 


S 
3 


Sas 
wy WHOM UU Wud Yoru 9 VM MU OVUVUUVUVUVUVVUVTOVUVU UY Of 


on 
OH QHHQO8FO00 20000 AOHOH 0 0 OH OOO D0DOPSHOHQOHHHHHHOR 00 


id 


12 
ce 
Si 


eoot 





900 DEFENSE PRODTITOTION ACT AATONNACwATTSOS Aw ined 


~ 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 989 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 
ities | 
Facilities location, city Date jamount) 
and State filed (thou- 
sand 
dr oilars) | 


Applicant 


Chicago, Ill ‘ 385 
East north central : 900 
Marion, Ind . 603 | 


Maritime Of Co Houston, Tex Mar. 90 | 
Clayton Mark & Co Evanston, Il ar. 466 | 
Market Forge Co. - Everett, Mass Mar. 26 82 | 
*. RR. & Lamoille 


do a 
do Jamestown, N.Y. 
Mar-Lin Timber Corp Roseburg, Oreg 
Marlow Pumps Midland Park. N. J..2<. 
Marquardt Aircraft Co____...| Van Nuys, Calif. .....-- 
Marquette Bolt & Rivet Co Chicago, Il 
Marquette Metal Products | Cleveland, Ohio 


so. 

Marquctte Steel Co......._-- do 

Marsam Corp Pittsburgh, Pa 

James P. March Corp-. Skokie, Ill 

Marsh Steel Corp-.-- a Kansas City, Mo 

The Marshall Mining Co....| Youngstown, Ohio 
Marshall Steel Co ‘ _| MeCook, Tl 

The Mantis Bros. Box Co___. eee. Oreg - - 

- spoon do____. 2 
Martin Fabrics Corp... .___| United States at large. a 
Martin Fireproofing Corp__..| Tonawanda, N. 

es L. Martin Co..__.__...| Middle River, Ma 
: 0 

oc oi Co 








~~ ar 
20202 C2 


~ 
4 


1} 


Peoria, Il 
Blue Island, Il... 
“aimee, il 


2 


NAsAasso 


do 
Marvel Industries, Inc___.__. Sturgis, Mich 
Mar Vista Engineering Co.__| Los Angeles, Calif 
A. Marx & Sons Co., Inc._...| New Orleans, La 
Maryland Drydock Co__.....| Baltimore, Md 
Masco Corp. _.....| Milwaukee, Wis. - 
C. H. Masland & Sons__...__| Carlisle, Pa 
Marcus Mason & Co__..._- Westboro, Mass 
Mason-Neilan Regulator Co__| Boston, Mass 
T. Mason & Co Detroit, Mich 
Mass Steel Corp Vernon, Calif 
Georgiana Massa_- Hingham, Mass 
Migetsehensette Gear & Tool | Woburn, Mass 








‘elelelolslelelelelele) 


Massapoag Mills Corp Lincolnton, N. C 
Massey-Harris Co IN WE ile chai ccteostea 
The Master Electric Co Dayton, Ohio 

Master Machine & Tool Co_. a! ll 

Master Specialties Co a 

Master Tool & Die Co., Inc_- 


0400000080 


‘ do ‘i do. 

Material Service Corp... Fast north central 

Ten. Alabama Chem- | McIntosh, Ala 

ca 

Mathieson Chemical Corp...| Houston, Tex 

ona Little Rock, Ark 
McKamie, Ark 
Saltville, Va 4 
Pasadena, Tex--_-__- 
Lake Charles, La 

‘ Niagara Falls, N. Y-..--}-- 

ian Hydrocarbon | Kentucky at large....._.| 


a 
; Saltville, Va_ 
Matlow Corp Syracuse, N. ¥ 
Jas. H. Matthews & Co. Pittsburgh, Pa 
mepoenen & Hegeler Zinc | La Salle, Ml 


0. 

Mattison Machine Works....| Rockford, Tl 

Maumee Collieries Co Clay City, Ind 

Maurer-Neuer Corp Arkansas City, Kans-_.-_- 
Kansas City, Kans.-...-| 
Kansas City, Mo 


yyy OVONVTTO 
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990 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certi, 8 in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


23 
o> 


Facilities location, city 
Applicant and State 


| 


8 


The Maxim Silencer Co 
The W. L. Maxson Corp 


The W. L. Maxon Co 

W. L. Maxon Corp 

Oscar Mayer Packing Co_..- 
Oscar Mayer & Co., Inc 


NNO = pEN 
a 
seHoes B 


wowwowwr 


do 
Fort Wayne, Ind 
Mayes Tool Co Detroit, 
— Minerals, Inc McAllen, Tex 
0 
Maynard Electric Steel Cast- 
ing Co. 
Maynard Sash & Door Co...| Amarillo, Tex 
Maytag Co Newton, Iowa 
Mayvill Gear Manufacturing | Glendale, Calif 


Co. 
ee Metal Products Co.| Mayville, Wis 


0. 
McAdoo Builders Supply....| Joppa, Tl 
McAllister Bros., Inc Middle Atlantic__......- 
New York, N, Y 
Peoria, I] 
Shop. 


McClure Bros Huntington Park, Calif. 
McCreary Tire & Rubber Co_| Indiana, Pa 
McCulloch Motors Cor Los Angeles, Calif 
McCurtain Limestone Co....| Idabel, Okla 
McDonnell Aircraft Corp....| St. Louis, Mo_____...---. 
B. F. MeDonald Co Los Angeles, Calif....... 
Cassius M. McDonald Beatons Lake, Md 
MeDonnell Aircraft Corp-_-.. UBT Vict Mo 
a ° 
Robertson, Miss 
Robertson, Mo 
do Pasadena, Cal 
McDowell Co., Inc Cleveland, Ohio 
McDuffie Oil & Fertilizer Co_| Thomson, Ga 
McElroy Jr. & F. M. Reeves | Erhalen, Tex 


Sons. 

— & Hogan Machine | Salt Lake City, Utah... 
W orks. 

McGehee Lumber Co Natchez, Miss 

McGill Manufacturing Co., | Valparaiso, Ind 


Sherman, Tex 
South Milwaukee, Wis 
Pittsburgh, Pa 
MelIntosh Stamping Corp....| Detroit, Mich 
McKamie Gas Cleaning Co_.| Magnolia, Ark 
McKay-Davis Chemical | Toledo, Ohio 


Corp. 
McKay Machine Co Teeen, Ohio 
do ° 
MeKiernan-Terry Corp 
er Manufacturing 


0. 
The Beles Fire Brick Co 
0 


NP PRNDO AS PPS 


do 
Cummings Engine Co., Inc..| Columbus, Ind 
McLouth Steel Corp Trenton, Mich 
Mclain Fire Brick Co Wellsville, Ohio 
d Vanport, Pa 


New Salisbury, Ohio 
do Trondale, Ohio 
Mclean Development Lab- 
oratories, Inc. 
McLean Manufacturing Co., | Geneva, N. Y. 


Inc. 
McLins, Ine Waseca, Minn 


Q Qa aqq0q0000000 aaaGa axqaqaqanng a4 a Qna0nAaOOrAaqggGHA a8Ho a 250 OHHOOPPPPPrOO OO 
OD ts CO OwIONAVUU UY VWHIOD VY UY rr HO ‘vd 
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Applications for necessity certificates in alphabetic order (under sec. 


os 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Internal Revenue Code)—Continued 


Applicant 


MeMurrey Refining Co 
MeNeil Machine & Engi- 
neering Co. 
MePhillips & Co., Inc 
—— Aviation Equipment 
o. 


do 
Meadville Malleable Iron Co- 


Mechanical Industries 
Mechanical Products Co., 


do 
Mechanical Rubber Products 


Co. 
ah Mechling Barge Lines, 
Ine. 


—— Portland Cement 
0. 
Meisel Press Manufacturing 


Melpar, Ine 

Menasco Manufacturing Co-- 

Merchants Cold Storage & 
Warehouse. 

Merchants Despatch Trans- 
portation. 

Merchants Freezing Storage -. 

Merchants Ice & Cold Stor- 


age. 
eae Refrigerating Co-. 


once se 2 
Mercury ‘Oil Refining Co. ... 


Mergenthaler Linotype Co-_- 
Merit Tool Co 

Merriam-Stahl Corp 

Merrill Bros 

Merrill Motor Line, Inc_.---- 
Merrill & Usher Co 

Wm. Mervis & Sons 

Merz Engineering, Inc 

The Mesaba Cliffs Mining 


Co. 
Mesaba-Cliffs Mining Co-.--- 


‘ictal Fabricators Corp 

Metal Hose & Tubing Co---- 

Metal Industries, Inc 

The Metal Mold Corp 

Metaleco, Inc----. 

Metaleraft Automotive Di- 
vision, Inc. 

Metalcraft Manufacturing 


Co. 
Metalfab-Columbus Corp..-- 
Metallizing — Co... 
Metallurgical, Inc__--.----- 
ee | Laboratories. 
-» «ae 


.do 
Metalweld, Ine 
Metro Engineering & Manu- 
facturing Co. 
Metropolitan Tool Works_.-- 
Metrotex, Inc 
Mexia Textile Mills, Inc 


Facilities location, city 
and State 


d 
Tyler, Tex 
Akron, Ohio 


United States at large--- 
Chillicothe, Ohio 


Meadville, Pa 
United States at large-_- 


Jackson, Mich 


Joliet, Tl 


St. Louis, Mo 
Silica, Ohio 


Boston, Mass 


Detroit, Mich 
Alexandria, Va 
Burbank, Calif 
Providence, R.I 


New York, N. Y 


Jersey City, N 
Hopkins, Minn 
Dears, Pa 


“Gikiahome, Okla 


Brooklyn, N 

Cleveland, Ohio 

South Acton, Mass.....- 
Maspeth, N. Y 
Greenville, Tex 
Worcester, 

Kokomo, Ind 
Indianapolis, Ind 
Marble, Minn 


neo Minn 


eines aee selene 


Dover, N. J. ha nanuicls 
Indianapolis, TGs cxcssoit 
Derby, Conn..........-- 
Jackson, Mich. ------ 
Marietta, Ga 


Phoenix, Ariz 


Columbus, Wis 
Chicago, Ill 
Minneapolis, Minn 
Bayside, N. Y 
Philadelphia, Pa 

es Oak, Mich.. 
Be So Ue 
Philadelphia, Pa_- 
Detroit, Mich 

New York, N. Y 
Elizabeth, N. J 
Mexia, Tex 


Date 
filed 


om 


pene NSN 


Facil- 
ities 
amount 
(thou- 
sand 
dollars) 


Qrec 


Qaq eq0ceaqn”aa aa 


8 


Qa 


Qqaea a 


+ 
3 


Q00000 0 AQQQOOHs KQQ0H8Q000OK00 


a 
4 


aac 


oaa 


124A 


mHwaOO 


HOM + DO WW wh PrTAAQA VO 


991 


of the 


Date 
certi- 
fied or 
denied 


Apr. 10 
Mar. 23 


Mar. 12 





992 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 


I saorial Revenue Code)—Continued 


Applicant 


Mexico Refractories.Co 

OP. dancanaee é 

do 

5 | Geo. J. Mey er Manufactur- 
ing Co. 

Miami Milling Co 

2 | R. E. Michel Co., : 

| Michel & Pfeffer Iron Works. 

Michiana Products Corp---_- 


“Michigan Abrasive Co- 

Michigan- California Lumber 
Co. 

Michigan Chemical Corp-.-.- 


Michigan Forging Co___- 

Michigan Foundry Supply 
Co. 

Michigan Limestone & 
Chemical Co. 





Michigan-Ohio Pipeline Corp 


Michigan Screw Products Co. 
Michigan Seamless Tube Co-_ 
Michigan Steel Casting Co-._. 
Michigan Tool Co....-..._.- 
Micromatie Hone Corp 


0 

‘Micro-Matie Screw Co., Inc. 

Mid-American W arehouses, 
Inc. 

Mid City Lumber Co.-__._.- 

Mid-Continent Spring Co--. 

Mid-Continent Steet Casting. 

The Midland Steel Products 


Co. 
ee Freight Lines, 
ne. 
Mid South Refrigerated 
Warehouse Co. 
Midvale Oe... os... 5 h50 22 
Mid Valley Pipe Line Co-__- 
Mid West Abrasive Co 
MidWest Refineries, Inc 
Mid West Synthetic, Inc 
Middle Atlantic Transport 
Co. 
.do 
"Middleton Steel Corp. 
Midland Ammonia 
Midland Steel Peeduets Co.. 


Mine Safety A 

Midland Slag 

Midwest Box & “Shook Corp- 
M age Rubber Reclaiming 


do-_. 
“Midwestern Foundries, Inc.- 
Mid-Western Industries, Inc. 
Miehle Printing Press & 
Manufacturing Co. 


d 

“Miles Laboratories_- 
Milled Screw Products Co... 
Miller & Co., Inc_- 
Miller Compressing ‘Co 
Henry Miller Spring & Man- 

ufacturing Co. 
I. Miller Sons, Ine 
Miller Machine & Tool Co... 
Miller Malting Co 
Miller Motor Co 





Facil- 
ities 


Facilities location, city Date jamount 


and State filed (thou- 
sand 
| dollars) 


498 
303 
1,410 
304 


Miami, Okla 
Baltimore, Md. r 

San Francisco, Cer alif.___ 
M “i City, Ind 


Dearborn, Mich... 


M uskegon, Mich_- 
Detroit, Mich 


Pittsburgh, Pa 

Detroit, Mich 

East North Central 
United States. 

Detroit, Mich 

South Lyon, Mich 

Detroit, Mich....._____- 

Traverse City, Mich___- 

Detroit, Mich_........_. 

Pendleton, ing. -. 1. 

Linden, N. J 

Fremont, Nebr........-- 


Milwaukee, Wis. -..-_._- 
University City, Mo.-_- 
Shreveport, La 

Detroit, Mich 


Chicago, Il 
Memphis, Tenn_.......- 


Philadelphia, Pa____. ._- 
Cleveland, Ohio.......- 


Rockford, Ml 
Detroit, Mich..-._...._- 


New Britain, Conn 
Stamford, Conn 
M aid wna Mich 


Madison. Wis... 
East St. Louis, Il. 


State at large, Celifornia. 
Garrett, Ind 

Wichita, Kans__..___.._|- .d 
Chicago, Il 


Burlington, Iowa 
Bloomfield, N. J 
Elkhart, Ind 


Demopolis, Ala 
Milwaukee, Wis 
Sharpsburg, Pa 


eENeNe 


Jersey City, N. J_--.-.--- 
Jackson, Mich 
Stockton, Calif 
Melrose Park, Ill......-- 


oN 


eaaa 4a00ooae se =» C0000 aaceaos8 acaa 


QM0Q AaAaaraa aaecd 800008008 4OeKeHO 4 A 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 


Applications for necessity certificates in alphabetic order (under 


Internal Revenue Code)—Continued 


Applicant 


Miller Motor Express, Inc... 

Miller Packing Co__- 

Miller Printing Machinery 
Co 


Ww illiam Miller yee. 
Milligan Bros_.- 


‘ do 

John B. Mills 

Mills Mill-Saxon Plant_____. 

Mills Mill-Woodruff Plant_- 

Milprint, Ine. 

Mgweukes Crane & Service 
0. 


Milwaukee Plasties, Inc__... 

Milwaukee Solvay Coke Co.. 

Mine Safety Appliances Co. 
.d 


Minature Precision Bearings. 
Minneapolis-Honeywell Reg- 
ulator Co. 


Minneapolis, St. Paul 
Sault Ste-Marie R. R. 

Minnesota Linseed Oil Co 

Minnesota Mining & Manu- 
facturing Co, 


Minnesota Power & L ight 
oO 

The Minister Machine Co. 
Mississippi Chemical Corp-.-- 
Mississippi Lime Co 

~~ Power & Light 


Mississi pi 


Valley 
Line C 


Mississippi 
tural Steel C 


1 
Missouri-Ilinois R. R. Co_-_- 
Missouri, Kansas, ‘Texas, 
R. R. Co. 


Vv a Struc- 


Missouri Pacific R. R. Co. aa 
d 








Facilities location, city 
and State 


Norfolk, Va 
Oakland, Calif... .- 
Pittsburgh, Pa. 


Pasadena, Calif 

Jefferson, Iowa.-_--.-.-- 
.do 

Florence, Ariz... ..---- 


Spartanburg, S. C_.-..__| 


Woodruff, 8. C 
Milwaukee, Wis 
Cudahy, Wis 


Milwaukee, Wis 
.do-- ok 
Pittsburgh, Pacis. 


do 
Evans ‘City, Pa 
Pittsburgh, Pa 
Keene, N. H- 
Philadelphia, Pa 


Freeport, Til_- 
Minneapolis, Minn. 
do.. cuties 
Philadelphia, We. ce 
Minneapolis, Minn. . _- 
SM tithe : 
Freeport, Il ‘ ue 
United States-at-large. 


Minneapolis, Minn. - _- 
St. Paul, Minn........-- 


Montgomery County, 
Ala. 


Summit County, Ohio 
Langdon, Minn... 
Minnesota-at-large. ada 
St. Paul, Minn 
Chicago, Ill. _.-. 
Duluth, Minn 


Aurora, Minn. 
Minister, Ohio__.....--- 
Yazoo County, Miss---- 
St. Genevieve, Mo 
Gulfport, Miss 


Natchez, Miss... .- 
East South Central... 


Decatur, Tl 
United States-at-large__. 
St. Louis, Mo 


“United States-at- large... 
St. Louis, Mo 


| United States-at-large__- 


St. Louis, Mo 
Vineland, Mo.. 





| Facil- | 


| ities | 
amount 
| (thou- 
sand 
| dollars) 


Date 
filed 











1951 


993 


sec. 124A of the 


tt et et 








Date 
certi- 
fied or 
denied 





994 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 
ities 
Facilities location, city Date jamount 
and State filed (thou- 


sand 
dollars) 
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7, 695 
7, 874 
7, 954 





Missouri Pacific R. R. Co_.- 
da 


Sas 
Mobile Pulley & Machine 
Works. 
eet cle 
Modern Die & Machine Co_.- 
Modern Drop Forge Co 
Modern Welding Co 
Modesto Refrigerating Co_..- 
Modine Manufacturing Co... 
Moe Light, Inc 
ar, “as Mining & Reduction 


0. 
Mohawk Carpet Mills, Inc_. 
Mohawk Foundries, Inc. ._.- 
Mohawk Petroleum Corp-..- 
Mohawk Refrigerating Co__- 
pee Rubber Co.._-. 
0 
Mohican Steel Co., Inc... ..-- 
John Mohr & Sons 
Molded Insulation Co. _____- 
es Corp, of America, 
ne 


Moloney Electric Co 
Molybdenum Corp. of Amer- 
ica. 


Monarch Aluminum Manu- 
facturing Co. 
The Monarch Cement Co___ 
be Monarch Machine Tool 
0 


Monarch Steel Co 

Menasco Manufacturing Co_. 
Monesson Southwestern Ry- 
~~ Connecting R. 


eau 
Monroe Scrap Material, Inc_. 
Monsanto Chemica] Co 


eR ga SL AND a oS 
Brown Brockmeyer Co 
Monsanto Chemical Co 


St. Louis, Mo 
BO... ascadenninetien aise 


St. Louis, Mo 
do 


8t. Louis, Mo 
New York, N. Y 
Mobile, Ala 


Boston, Mass. -...---.--. 
Blue Island, Ml. ....-.- 
Owensboro, Ky 
Modesto, Calif. 
Whittier, Calif. 


Amsterdam, N. Y 


Cleveland, Ohio. __.....|--.do.-_-. 


Bakersfield, Calif.......| Mar. 19 
Milwaukee, Wis........| Feb. 15 
Akron, Ohio_....-...... 
Littleton, Colo 

Brooklyn, N. Y 

Chicago, Il 

Philadelphia, Pa. 

Pawtucket, R. I 


Humboldt, Kans 
Sidney, Ohio 


Hammond, Ind 
Burbank, Calif 


do 
Granville, W. Va 
Marion County, W. Va.j-_-- 
Buckhannon, W. Va 
Riversville, W. Va 
Sutton, W. Va 
Norton, W. Va 
Fairmont, W. Va_. 
Paden City, W. Va 
Clarksburg, W. Va__.__- 
Fairmont, W. Va 
Craigsville, W. 
Monroe, Mich 


Shreveport, La 
Monsanto, Ill 
St. Louis, Mo 
Nitro, W. Va 
Addyston, Ohio 
Dayton, Ohio 


AQAAAAOAOOO000 OHHH HHH BHAOQ AN AQNQ ag aqqcdcdaskaa Kae8donn 204 0444444 


QOD OVO TTOOY Oey HOO UO ON ete eee eso Utd Utet Utd 





PPP AAPL LEA ALE PP > > > 
ee 2 bes bt Oe en Ce i 08 OO 64 OR OD 6 0 OD On oe OOO 


fF oN 


69 gn gn 
re a 


ANPP F 
em le tl ey A i tae i i i ee i 


i» 


do nw wn 


aa ok 


AERPAS SPPrL SFLN 


i 


bd 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 995 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 
ar , D ities 
; Facilities location, city ate jamount 
Applicant and State filed | (thou- 
sand 
dollars) 


Nov. 22 188 
Nov 27 1, 190 
Nov. 28 | 6,900 
, 633 Mar. 14 
Long Moai Calif ar. 527 
Springfield, ‘Mass 158 
do ‘ 88 
55 
79 
68 
650 
34 


31 
61 
92 
000 
St. ye ‘Mo : 600 
Carondelet, Mo ea 005 
Philip “Monsky Co. Scranton, Pa a 19 
Montana Power Co Silver Bow County, ¥ 62 
Mont. 
Butte, Mont 014 
d Billings, Mont ae 445 
Monument Engineering Co., | Indianapolis, Ind @ 8 
ne 
Monument Mills, Inc Housatonic, Mass 6 810 | 
Moore Bros Kirklin, Ind_-_---- : 2 40 
Moore Business Forms, Inc..| Snow Hill, Md Mar. 798 
Moore Drop Forging Co Springfield, Mass ; 40 
Moore Dry Dock Co Oakland, Calif } ‘ 821 
Fred B. Moore, Jr- Hamlin, "Tex.......---..| Feb. 84 
Richard F. Moore -| Bridgeport, Conn....... Mar. 26 199 
The Moore Special Tool Co. da ‘ aa 39 
W. 8. Moore Co........-.-... Virginia, Minn_-.......-- 
Thos. J. Morans Sons, Inc...} Baton Rouge, La 
Morgan Cotton Mills, Inc__.| Laurel Hill, N. C 
The Morgan Engineering Co} Alliance, Ohio-. .- 


Pee 
% B 
nue 


28 


3 os 
Se 


ed 


mS 
Be RES 


DDS OO OO 


= 
- 
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Ce} 


—  oaianl 
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Krew OV 


BOO 


do 
Morgan Warehouse Proper- | Dallas, Tex.........--.-.- 
ties. 
Dorothea Reddy Moroney. Hamburg, Calif 
Morris & Cummings Dredg- | New York (at large), 
ing Co. N. va 
The Morris Machine Tool] | Cincinnati, Ohio 


Qo On 
~~ 


So. 
Philip Morris & Co., Ltd., | Louisville, Ky 
Inc. 


yw Ww OO 


Jefferson County, Ky. 
Richmond, Va._-.---- c 

Lloyd Alta Kenneth Morri- | Junction City, Kans_-.-.| Jan. 

son. 
Morrison Milling Co-_-_----- Dente, TB sesec. acs. Mar. 
Milton L. Morrison Colony, Kans. .......-... Dee. 
Morrison & Nelson -- .- Dundee, Kans ‘ Mar. 
Morrison Steel Products, Inc.| Buffalo, N. Y Feb. 
The Morse Instrument bo Hudson, Ohio Mar. 
Morse Twist Drill & Ma- | New Bedford, Mass. Mar. 

chinery Co. 
Morton Ore Co- __- ..-| St. Louis County, Minn_| Mar. 
Mosinee Paper Mills Co... Mosinee, Wis_..........| Jan. 
Moskowitz Bros__- Cincinnati, Ohio Feb. 
Mossberg Pressed Steel Corp. Attleboro, Mass.........|--.do-- 
Motch & Merryweather Ma- | Cleveland, Ohio Mar. 

chinery Co. 
Motor Terminals, Inc Harrisburg, Pa Dee. 
Motor Products Corp Lake County, Ml Mar. ¢ 
Motor Wheel Corp Lansing, Mich Mar. 
Motoresearch Co. Racine, Wis .......-...- 
Motorola, Inc PROSE, ATU. sees cce une 
Moto-Sway Corp South Pasadena, Calif - 
Mountain Iron & Supply Co_| Plainville, Tex 

do _..---.-----| Great Bend, Kans 

Mountain States Bean Co_...| Denver, Colo____- an, 
Moynahan Bronze Co Flat Rock, Mich...-..--| Jan. 


— 
¥ 





Q000= aQ00484r? APP PS 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Applicant 


Mueller Brass Co 

Mullins Manufacturing Corp_ 

Multnomah Plywood Corp-- 

Murdock Machinery & Engi- 
neering Co., Inc. 

Murdock Webbing Co 

Marphy Diesel Co___---- 

A. B. Murray Co., Inc 

ae 

| George Murray Tire Co 

7 Ohio Manufacturing 
50. 

Murray Refractories Co_.._.- 


y Tube Works____. 
y-Way Corp 
The C. H. Musselman Co_- 


do 
Mutual Chemical Co. 
America. 
Mutual Manufacturing & 
Supply Co. 
NHN Tool & Die Works. __. 
nie er” aes Power & Light Co. 
nani Oe 
Nantahala Power Light Co__ 
— Manufacturing Co., 
nec, 
Narmco, Inc 
ost 00 
Narragansett Wire Co 
Nashawena R 
Nashville, Chattanooga & 
St. Louis R. R. 
. i. 





The National Acme Co 
National Airlines, Inc 
National Analine Division __. 
..do 
The National Automatic 
Products. 
National Automatic Tool Co 
National Biscuit Co , 
— al Broach & Machine 
0, 
National Can Corp 
aonantee 
The National Cash Register 
Co. 
National Chemical Corp 
National Container Corp -_ _- 
National Cored Forgings Co__ 
National Distillers Chemical 
Corp. 





do. 
‘National Electric Coil Co. 
owas « 
‘National Electric Instrument. 
National Electric Products 
l= 
-.do. 


National E Phoctric Machine 
Shops, Inc. 

National Electric Welding 
Machine Co. 

National Extrusion & Manu- 
facturing Co. 

National Felt Co 


998 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Facil- 
ities 


Facilities location, city Date |jamount 
and State filed (thou- 


Port Huron, Mich. -.-._.- Mar. 
Warren, Ohio_.....22s..} Mar. 


Portland, Oreg 
Wichita, Kans 


Central Falls, R. I_...-- 


Milwaukee, Wis. -.......| Mar. 
Versailles, Pa Mar. 
Elizabeth, N. J.....---.|--.do-_.... 
Peoria, Il Mar. 
Cleveland, Ohio | Mar. 


Murray, Utah--......--- 


sand 
dollars) 


402 
1, 759 
92 


40 
69 
282 
324 
21 
834 


87 


wptibhiccsuedbsgeliie cane 


do 
Elizabeth, hi x5 scsckail: Beets 
Birmingham, Mich__..-| Mar. 
Inwood, W. Va_........| Mar. 


263 


Adams County, Pa_..-.-/-..do-_.._- 


Baltimore, Md 
Cincinnati, Ohio 


Jackson County, N. 
Franklin, N.C 

Jackson County, N. C.. 
Greenwood, 8. C 


Costa Mesa, Calif 
San Diego, Calif........|...do 
Pawtucket, R. I..._....| Feb. 


New Bedford, Mass_....| Mar. ‘ 


United States at large.._| Feb. 


do. 
Johnsonville, Tenn. 
Bridgeport, Ala 


United States at —- m Mar. 


Nashville, Tenn do 


Bruceton, Tenn Mar. 


Cleveland, Ohio..._....| Feb. 


Miami, Fla Mar. 


Buffalo, N. Y Feb. 
--do- Jan. 


Mar. 


Richmond, Va Mar. 


Chicago, Tl Jan. 


Detroit, Mich Mar. 


Maspeth, N. Y__.......| Mar. 
Chicago, Il do... 
Dayton, Ohio Mar. 


¥ azoo City, Miss. Jan. 

Valiosta, G8... <...<<~<.- 
South Norwalk, Conn... 
Ashtabula, Ohio 


do ‘ ha 
Columbus, “Ohio. ania 
Bluefield, W. Va 
Elmhurst, i Rigi. Rees 
Torrance, Calif uv 


Ambridge, Pa....-.-.-.- ‘ 
Lu 7 8 eee 
Silver Spring, Md 

Bay City, Mich 
Bellefontaine, Ohio 


Easthampton, Mass.--. 


21 
15 
23 
15 
15 
23 


21 426 
3 | 20, 231 
5 604 


26 10 
. 12 
15 | 5,500 


9 | 19,113 
26 | 21, 000 


. 20 203 
. 15 | 9,656 


aon 960 


9, 600 


. 20° 737 
ea 18 


14 
228 


780 
198 


‘ 
a 


223 
90 


Cc 
C 
Cc 
Cc 
Cc 
Cc 
I 
Cc 
Cc 
Cc 
© 
I 
Cc 
Cc 
A 
A 
Cc 
Cc 
Cc 
I 
I 
I 
Cc 
Cc 
Cc 
Cc 
Cc 
T 
T 
T 
7. 
7 
= 
T 


_ 
Q0080o08 
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997 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Applicant 


Mofiqnal Forge & Ordnance 


N ational Fruit Products Co., 
ne. 

National Fuels Corp---- 

— Grinding Wheel, 


National Gypsum Co....._-- 
i 


National Hair Cloth Co___- 
Nz ee al Iron & Metal Co. 


ST De Sah oe Te ee 
eae Machine Products 
0. 
National Macinery Co 
National Malleable & Steel 
Castings Co. 


National Metal Edge Box Co 
National Motor Bearing Co., 
Ine. | 
National Plastic Products Co 
| National Pressure Cooker Co_} 
National Radiator Co 
2 | National Refractories Co 
| The National Roll & Femniry 
| do 
National Rubbery Machin- 
ery Co. 
National Standard Co 
National Steel Construction | 
Co., tne. 
National Steel Corp 








SE8By 


sstesss 


et at tet et a tt 
tebe 
com 


~ 


do. 
National Sugar Refining Co.. 
Lemar’ meee Supply Co... .. 


PAA 
SReE82 


_ 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Facilities location, city 
State 


Irvine, Pa 
Winchester, Va----.--...- 


Bethlehem, Pa 

North Tonawanda, 
N., Y. 

Pryor, Okla__...- 


Medicine Lodge, Kans_- 


Niles, Ohio 
Fort Dodge, Iowa 
National City, Mich 
Clarence Center, N. Y-- 
Alexandria, Ind 
Niles, Ohio 

do 


Bellefonte, Pa 
Newburgh, N. 
Philadelphia, Pa 
Canton, Ohio. 
Phoenix, Ariz- 
Sayreville, N. J... 
St. Louis, Mo 
Tahawus, N. Y 
Utica, Mich 


ffin, Ohio-_--- 
Cleveland, Ohio 


“Sharon, Pa 
Cicero, Tl 
Indianapolis, Ind. -- 


Melrose, Ill.-....------- 
| Philadelphia, Pa 


Downey, Calif 


Odenton, Md 
Eau Claire, Wis-------- 


Denville, POs... -5nc-0-) 
| Van Dyke, Pa- 4 
Avonmore, Pa-.------ --| 


do dares 
Columbiana, Ohio. -.. 


Clifton, N. J 
Logansport, Ind_ 


Weirton, W. Va---..---- 


ce. Ohio_- pice 
Weirton, W. Veit 
...-do 


“Phiaaeiphia, ee 


Torrance, Calif.........- 








Facil- 
ities 


jamount} 


(thou- 
sand 


dollars) | 








Mar. 26 


| Apr. 12 
Apr. 2 
Apr. 10 





aq aH 


10 


( 
Cc 
Cc 
C 
Cc 
C 


102 2 


4 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Applicant 


23 
o> 


Bas 


= 
The National Surve 
—— Tile Manufacturin; 


SMES 
z 
~ 


$9 99 


# 


a evaeeneee 8 8S888E2 & 


do 
— Twist Drill & Tool 


National Valve & Manufac- 
turing Co. 

National Varnished Products. 

National Video Corp 

aveeieaee Water Lift Co 


National Worsted Mills, Inc- 

Natona Mills, Inc 

Navarre Die & Tool Co 

The Negaunee Mine Co 

G. E. Nelson Co 

L. R. Nelson Manufacturing 
Co., Inc. 

ee Gregory Corp. --...- 


#2 


sgh 


aN 


SESE 
> at ioe 
oo es 


Hetherington Inc 
Nevada Kid Merchandisers__ 
Nevada Massachusetts Co... 


30° 
ne 


Henry B. Nevins, Inc_. 

Newbay Oil Terminal, Ine_.. 

bi New Britain Machine 
. 


— Sank South Shore Ry. 


| New England Forest Prod- 
| ucts, Inc. 
New England High Carbon 
Wire. 
New England Metallurgical 


orp. 

New England Smelting 
Works, Inc. 

New England Steel Develop- 
ment Corp. 

New England Wooden Ware 


Corp. 

New Hampshire Ball Bear- 
ings, Inc. 

New Hampshire Ball Bear- 


ings. 
= New Haven Trap Rock 


New sae, aor & Tili- 
nois R. R 
—-_ Sino Zine Co 


do 
New London Instrument Co. 
New Mexico Asphalt & 
Refining Co. 


Facil- 
ities 


Facilities location, city Date 
and State filed 


Pittsburgh, Pa. 
Woodbridge, N. J.....-- Dec. 28 


Detroit, Mich 
Ishpeming, Mich 
Holly, Mich 
Peoria, Ill 


Lorain, Ohio 
re Wis 


Granite City, Il 

Sharon Hill, Pa cal 
Fairbanks, Alaska __.-.- 
Tungsten, Nev 

Anaheim, Calif 

~~ Island, Pa. -.---..|_.- 


ae York, N 
Port Newark, ‘NJ 
Cleveland, Ohio 


New Britain, Conn 
Cleveland, Ohio Mar. 21 


Berlin, N. H Jan. 31 
Milbury, Mass Mar. 20 
South Boston, Mass....} Dec. 18 
West Springfield, Mass_| Dec. 21 
Waterford, Conn 


St. Louis, Mo ” 1,369 


Ogdensburg, N. J 2, 386 
Friedensville, Pa a 15, 000 
i 328 
Austinville, Va__-.....-|__.do_- 1, 687 
Canon City, Colo J 125 
Palmerton, Pa da 878 
Depue, Il 178 
Waterford, Conn 35 
1, 957 


KOMHHHHHS 0 QO OO rh OO A AO ON ORHORKCCO00G Corcqcoaaae a aaq0a0cae rFooor 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 999 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 

D ities 
: Facilities location, city ate jamount) 
Applicant and State * filed | (thou- | 
sand | 
dollars)| 


ew octane & Northeastern | United States at large_..- . 26) 2,476 


Pearl River, La oa 7 
Washington, D. C ’ e 567 
7 


New Orleans, Texas & 
Mexico Ry. 
New Process Gear Corp ng a . 
New Rochelle Tool Corp... New Rochelle, N. Y-. 
Newark Aluminum Casting Newark, Ohio 
Foundry. 
Newport News Forms Co 
aoe News Shipbuilding 
Iry Dock Co, 
Wilder, Ky 
Martins Ferry, Ohio-__- 
Ww —_ Ky 


“News Syndicate Co., Inc 
Newtown Iron & Steel Corp... dee N. Y.. 
N wr York Air Brake Co Watertown, N.Y 


So gepo pope ge 
PRRESEE 





P 
P 
- 
Pp 
P 
P 
P 
- 
P 
P 
P 
P 
P 


Dt et et peat tet feet feet fet feet et fet et eet fet feet et 
ao 
vv 


SRISSRSSLSSEASAE 


8a 


New a ork at large 
Now York, ik Misia a 


to 
— 


e333 


~~ ee ee ee ee 
BSSESER 
#3 

arom 


$8 
B343453838884 


+ £0 20 ym 68 CO DO OF DOH OMS 


— 


PE PEPE PEEP errr re PpPPPPHPPLPPPPLPLNPLY 


po po 


> 
BSsese 8 


SS82 


do 
New York Coal Sales Co... .- Superior, Ohio 
New York, New Haven & | New Haven, Conn 
Hartford R. R 


MODNOO Wve D UN UU UN TT'D 


2 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


m Ro oN on orn 
ohne cies 


a 


, 510 
878 


, 539 |. 
1, O99 


116 


262 | 
434 | 


606 


2, 781 
645 


3, 109 


7, 487 


5, 169 


1002 





Applicant 


New York Transformer Co., 
Inc. 
New York Transit C o., Inc... 
The J. M. Ney Co 
Niagara Alkali Co- 
.do , 
Nisgara Mac hine 
Works. 
Niagara Mohawk 
Corp. 
Wh i TS ie 
.---do 
do. 
Nice Ball Bearing Co 
W. H. Nichols Co 
Nichols Wire & 
Co. 
Nicholson Terminal & Dock 
Co. 
Nicholson Transit Co. : 
Nicholson Universal Steam- 
ship. 
Vick Ippoliti 


Aluminum 


Niles Bement Pond Co____.- 
The Niles Rolling Mill Co--- 
Nippert Electric Prod. Co--. 


Nitrogen, Inc... 
Noma Electric Corp 


Nonotuck Manufacturing Co 


Nordberg Manufacturing Co 
do.. 


“Norden Laboratories Corp... 


Norfolk Shipbuilding & Dry- 
dock. 


Norfolk Southern Ry. Co-.-- 


Norfolk & Western Ry. Co 
Norma Hoffmann, Bearings 
Corp. 
.do.. 


Norman Lumber Co- 


Norris Grain Co... .- 

Norris Stamping & Manu- 
facturing Co. 

Norristown Magnesia-Asbes- 
tos. 

North American Aviation, 


North 
Corp. 

The North American Manu- 
facturing Co, 


American Cement 


| North American Rayon Co. 
5, 505 | 


North American Refractories 


North American Steel Co-- : 


North Carolina Metal Pro- 
ducts Co, 


North Carolina Pulp Co-.--- 


do 
North Holly wood Printing 
& Stationery Co, 
North Metal & Chemical Co 
North Pittsburgh Machine 
& Supply. 
Northeastern Gas 
mission, 
Northern Arizona Light & 


Trans- 


| Northern Boiler & Structural 


Steel. 


& Tool 


Power | 








Facilities location, city 
and State 


Alpha, N. J 


Seen. PRO ST ek 
East Hartford, Conn.. 
Niagara Falls, 'N. Y. 

: do__ - 
Buffalo, N. Y_. 


Syracuse, N. Y. 
a 


Hadley, N. Y 
Philadelphia, Pa 


iin wine... 


Davenport, lowa 
Ecorse, Mich-_-_- 


River Rouge, Mich 
Detroit, Mich 


Philadelphia, Pa 


West Hartford, Conn...!| 


Trumbull County, Ohio 
Columbus, Ohio 
Scottsbluff, Nebr 
Ansinia, Conn 

Derby, Conn 

Holyoke, Mass__..._.-- 
Milwaukee, Wis-_..__.-- 
St. Louis, Mo-__. as 
White Plains, N. Y_--. 
Norfolk, Va 


United States at large 


a seal do 


Stamford, Conn 


Louisville, Ky___--___- 
Marie nthal, Kans__.__- 
Los Angeles, EEE sane 
Norristown, Pa 
Pasadena, Calif 


Lima, Ohio-- a adals 
New York, N. a. 


Cleveland, Ohio____....- 





Childersburg, Ala_. ae: 


Cleveland, Ohio 


Mount Union, Pa 
Womelsdorf, Pa 
Curwensville, Pa 
Clinton, Iowa 
High Point, N.C 


Plymouth, N. C...-.-- 


See east paste : 
North Hollywood, Calif | 


WI; Phwo 5-5 22-5 us 


Springfield, Mass--_.__-. 


State at large, Arizona --! 


Flagstaff, Ariz 
Appleton, Wis---..--.-- 


Northern Illinois Coal Corp..! Essextownship, Tl 





Date 


filed 


Jan. 


Jan. 
Mar. 
Jan. 

Mar. 1 
Mer. 


Mar. 
..do. 


.-do-. 


do. 
Feb. 
Jan. 


Mar. 


do 
Jan. 


Mar. 
Feb. 
Jan. 
Jan. 
Feb. 
Mar. 
Jan. 
Feb. 
Dee. 
do 
Mar. 
Nov. 
Apr. 
Feb. 
Jan. 


do. 


“Dee. 


Feb. 
Mar. 


Mar. 
Dee. 


Mar. 
Mar. 


..00.. 


Nov. 
Mar, 


5 


ae ts 


i] ' 
oc) ~ 


si 


to 
8 aan nr on 


— bh 


do... 


Nov. 
Dec. 


4 ie) 
.-| Jan. 

| Jan. 
Jan. 


Mar. ‘ 


Feb. 


Feb. 
Mar. 
..do 


“Mar. 


Mar. 


| Dee. 15 


Facil- 
ities 
amount 
(thou- | 
sand 
dollars) 
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Date 
certi- 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 


Applications for necessity certificates in alphabetic order (under 


Internal Revenue Code)—Continued 


Applicant 


Northern Indiana Dock Co. 
Northern Pacific Ry. Co___- 
ae , 

Northern Paper Mills 
oh Makes 
Northern Refrigerator Line_- 
Northern States Power Co. 


“Northern Tube Co___- 
Northland Grain Co 
Northrop Aircraft, Ine- 


Northw ay M anufacturing| ; 


Co. 

Northwest Magnesite Co____. 

Northwest Steel Rolling 
Mills, Ine. 

Northwest Tool & Engineer- 
ing Co. 

Northwestern Ice & Cold 
Storage. 

Northwestern Refining Co. 

Northwestern Steel & Wire 
Co. 
..do 


‘ do 

Norwalk Truck Line Co____. 

Novocol Chemical Manufac- 
turing Co. 

Nutt Shell Co 

Nutrilite Products, Inc 

O. & M. Machine Co., Ine 

Oak Manufacturing Co.____. 


...d0 xan 
Obear Nester Glass Co. : 
Oberg Manufacturing Co., 
Inc. 
Oceanside Machine Shop- - 
do Stains 
Odanah Iron Co 
Offshore Oil Transport Co- 
Ohio Barge Line, Ine 
The Ohio Boxboard Co. __. 
The Ohio Brass Co 
do 








1951 


sec. 


1001 


124A of the 





Facilities location, city 
and State 


Chicago, | er ‘ 
United States at Large 


..do 


__| Green Bay, Wis_- 


‘ do EA 
New York, N. Y. 


Sioux Falls, S. Dak-_- 

Mankato, Minn 

Minneapolis, Minn 
do 


| Pineonning, Mich 


Roseau, Minn 
Almagordo, N. Mex.. 
Ontario, Calif 


| Muroe, Calif___- 
| Washington, D. C- 


Dayton, Ohio 
Haw thorne, Calif... 


do.. 
“Detroit, Mich__ 


Cape May, N.J 
Seattle, Wash 


Butler, Wis 


Portland, Oreg 


St. Paul Park, Minn.__. 
Sterling, Ml). ........_--- 


“Chippawa, Canada 
Quebec, Canada 
Worcester, Mass 


Norwalk, Ohio 
Brooklyn, N. Y 


Los Angeles, Calif 
Buena Park, Calif 
Los Angeles, Calif 
Chicago, Ml... 

Crystal Lake, Tl. 
East St. Louis, Mo__-. 
Tarentum, Pa_- 


Plymouth, N. H-_- 
Oceanside, N. Y 
Hurley, Wis 


United States at large. . 


do 


| Rittman, Ohio. 


“The Ohio Bronze Powder Co_| 


| Ohio Ferro-Alloys Corp-.- 
..do te 
at Mh 
Ohio Forge & Machine Corp- 
Ohio Hydrate & Supply Co 
The Ohio Knife Co 
Ohio Manganese Co 
The Ohio Oil Co. 
..do 
do..... - 
The Ohio Piston Co 
The Ohio Power Co-_____---- 
..do 
_.do da 
pil Mp tethe Silane 
_—_do 
do 
Ohio F River Co. 


“Ohio River Oi] Co___---..---- 
The Ohio Rubber Co---_--- 


__| Bay City, 
| Cleveland, Ohio 2 
United States at large._- 





Barberton, Chiesic. 22. 


Mansfield, Ohio__.__- 
Cranbury, N. J_...-.- 


i do. 

Tacoma, W ash - 
Cleve land, Ohio 
Woodville, 
Cincinnati, Ohio 


Youngstown, Ohio___--- 


Robinson, Tl 
Findlay, Ohio 
Tex 


..do 
Bucyrus, Ohio 
United States at large. 
Cincinnati, Ohio 


....do- 
Leetsdale, Pa 


Willoughby, Ohio. __-- 








Mar. 2 
Mar, 2 
do 


Mar. 22 


...do 
Mar. 


| Mar. ‘ 


..do0__. 


mics 
ee coe 


do 

do 
Mar. 
..do_. 

do 
Mar. 
Mar. 


ess 


Jan. 
Mar. 


Nov. ; 
Mar. 


Jan. 
Feb. 


Jan, 
Nov. 


.do 


Feb. 21 


do 


| Mar. 


..do 


| Mar. : 


Jan. 


Apr. 
Mar. 26 
Mar. 23 
Feb. 
do 
Mar. 22 
Mar. 2 


..| Dee. 


do 


| Mar. 


Dec. 1 

Feb. :‘ 

Mar. 2: 
do 
do 


| Mar. 2 
Pi, ROMO. Cok amcnn ete 


Dec. 
Dec. 


_| Jan. 
..---| Mar. 2 
Ohio_... |...do 


| Mar. 


Nov. 


| Mar. 
| Mar. 


do 


| Mar. 


Apr. 
..do 
do 


| Mar. 23 
Portsmouth, Ohio___--- 


do... 
Apr. 
Nov. 
...do 
Jan. 
Mar. 19 ! 


Facil- | 
ities 
amount 


sand | 
| dollars 








, 000 

s, 727 | 
8, 577 

, 108 





28 | 


55, 608 | 


. 652 


2, 090 | 


63 
208 


, 652 | 
459 
400 | 


236 


179 ' 


887 | 


(thou- | &§ 





} fie d or 
denied 


i 
} 
| 
| 
| 
| 
} 
| 
| 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


3 
1 
1 
1 
3. 
3, 


EBB aueste 


ogo -} YS 
_ 
— 
_ 


ms 
~ Rg 
n~ 


Pep 
y 


tow 


ao 
SESBS 


PIPES 
SESSSS¥RS 


2 
on 
a 


Applicant 


Ohio Screw Products, Inc_.-- 
The Ohio Seamless Tube Co- 
Ohio Steel Foundry Co 

Oil Products, Inc 


Oil Weil & Supply Co 

The Oilgear 

Oklahoma Glass Fiber Corp... 

vie Callender Cable Co., 
ne 


Brown & Olds Plumbing & 
Heating Corp. 
Old _ Coal Bap 


‘ola “Coiong Crushed Stone 


ou” Colony Manufacturing 


Old Dutch Refining Co.__..- 
a Virginia Packing Co., 


ne. 
omer Electro Chemical 


0. 
Olga Coal Co 
a eee Inc 


do 
Oliver Iron & Steel Co: 
— Tire & Rubber Co-..-. 


Sison. Manufacturing Co 
bss Metal Products 


Olympic Towing Corp 
Omaha Production Co 
Onsrud Machine Works, Inc. 
Ontario Mining Co 


Orange Crush Co 
7 ae & Northwestern 


Orange Roller Bearing Co., 


ne, 

Orangeburg Manufacturing 
Co., Inc. 

Orefraction, Inc 

— Electric Ry. Co 


do 
Oregon Fibre Products, Inc _- 
Oregon Portland Cement Co- 
— Short Line R. R. Co- 


do 
Oregon Steel Mills 
—— Trunk Ry 


Oregon-Washington R. R. & 
mdernnnn Co. 


Oronite Chemical Co---...-.- 
Oro Manufacturing Co 
0. 8. Gulf Star 


amount 
(thou- 


sand 
dollars) 


Facilities location, city Date 
d State led 


Elyria, Ohio 

Shelby, Ohio 

Lima, Ohio 

Atchison, Kans 

Middle Atlantic 

Oyster, Bay, N. Y 
Garland, Tex-_-_........-. 
Milwaukee, Wis-_...-.- 
Sand Springs, Okla 
Paterson, N. J 


orate. N.J 
El Paso, Tex 


Muskegon, Mich 
Front Royal, Va 


Niagara Falls, N. Y 


Coalwood, W. Va 
East Alton, Ill 
New York, N. Y 


New Haven, Conn 


Mesabi Range, Minn. - - 
Mountain Iron, Minn 


Emeryville, Calif. ......|__- 
Worcester, Mass 
Phillipsburg, N. J 


Chicago, Ill 


ty artes County, Mar. 12 
a. 


Orangeburg, N. Y.......| Feb. 14 


Pittsburgh, P : 
wes at e, Oregon. .. on 12 


Portland, Oreg 

Pocatello, Idaho- -.....- 

Pacific region 

Silver Bow, Mont 

Omaha, Nebr . 
Salt Lake City, Utah--._|...do-_-_- 
os Oreg-_-.. Jan. 


Portland, Oreg 

United States at large. _- 
Michigan City, Ind 
Oak Point, La 


HOHOANS 4SHO88S8HO008SHESH 0 0 BR HOON COQ0OR O000 A Pe 0 ON C00 [000048000 


errs WON et ott Ot OO VONONW VO OOD VON ONS VUTVO'NTY 


Date 
certi- 
fied or 
denied 


Mar, 14 


regan 
es 

= 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 1003 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 

p ities | © Date 

: Facilities location, city ate jamount} certi- 
Applicant and State filed | (thou- | § fied or 
sand | ~ denied 
dollars) | 
| 


Th Osborn Manufacturing | Cleveland, Ohio 5 1, 076 | P | 


Henderson, Ky a 287 C P 
Otis Engineering Corp eee: ae... <<... . 26 225 P 
Otis Pressure Control, Inc._.| Houston, Tex . 18 54 P 
Otis Works Cleveland, Ohio_-_-......| Mar. 2, 553 Y , 
Otsego Falls Paper Mills, Ince i = 1, 049 : P 
Otto Buehner & Co..---_-- Salt Lake City, Utah--- ar. 4 20 ‘ Pr 
The Owen Bucket Co-- Cleveland, Ohio_-._....|--.do__-_- 126 


oo Corning Fiberglas — Spartanburg, 8. C_-_._.- xt. 8, 351 














BEEES 


Por gn on gn 


do 
Newark, Ohio... 
Huntingdon, Pa__ 


_ 


do 
Oxford Paper Co Rumford, Maine 
Oxford Products, Inc Clev eland, Ohio 
i Wilmington, Del 
Tulsa, Okla 
St. Francois County, 


Mo. 
Pacent Engineerin s 
rr Airmotive Burbank, Calif 


do 
do Chino, Calif 

Pacific All-Fiber Drums, Inc Berkeley, Calif 

Pacific Can Co sone Calif 


do 
- Car & Foundry Co__- 


Pacific Clay Products._...... 

Pacific Coast Borax Co_..._.- 

Pacific Coast S. 8. Co United States at large. _- 

Pacific Fruit Express Co Laramie, Wyo 

do. Pocatello, Idaho 

United States at large_-_- 
Los Angeles, Calif 
Colton, Calif 


PENNS SPS 
nooo 
&833 


o 
8 


PEE 2N 
CS se om oe 
SSERRSES 


w 
oh 
Bo Na 


_ 
a 


— 
Nee toawas? 


do. 
Pacific Gas & Electric Co....| Mount Tamalpias, Calif.| Dee. 
Pacific Hard Rubber Co.....| Vernon, Calif_.........- 
Pacific Iron & Steel Co Los Angeles, Calif 
Pacific Laminates, Inc Sonoma, Calif 
Pacific Marine Terminal Co..| Richmond, Calif 
Pacific Mill & Elevator Co... 
Pacific Moulded Products Co. 
— Paperboard Co 


Pacific Piston Ring Co__._... 
Pacific Power & Light Co -.. 
—_ Pumps, Inc 


Pacific Scientific Co 

Pacific Silica Co 

Pacific States Steel Corp 

Pacific Tube o¢ Los Angeles, Calif 
am! Beach, Calif 


SPP PPPPKLEPPPPArN 
BReze2ee 


ao 


Moe 
om 
au 


$ PON SN. 
—_ 
B85 


Qq00ag6K000K0000 


do 
Pacific Welding Alloys Man- 
ufacturing Co. 
Packard-Bell Co 
Packard Motor Car Co_. Macomb County, Mich. 
Pacolet Manufacturing Co__-| New Holland, Ga 
“= Palmer Welloct Tool | Meadville, | i REA 
orp. 
Pan senariogn ai Line Co_| Houston, Tex-. 
United States at large 
Texas City, Tex. 


Qaa0a 





ee et et 


83762—51—pt. 1——-64 





1004 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 
ities Date 
Facilities location, city Date jamount certi- 
and State filed (thou- fied or 
sand denied 
| dollars) | ) 


Applicant 


I 


j | 
| Pan-American Southern | Destrehan, La 
Corp. | 
do - : _| El Dorado, Ark 
Panhandle Eastern Pipe | Kansas City, Mo 
| Line Co. 
Panhandle Producing & Re- | Wichita Falls, Tex__._- 


= 
aac 
754 > & se te te de 


> 


PALAPS 


a5 


fining Co. 
Panhandle Steel Products Co.| Lubbock, Tex_ 
do___. a | Wichita Falls, Tex_-.---- 
| The Pantasote Co ~_| Passaic, N.J........----| 
| Pantex Manufacturing Corp.| Central Falls, R. I___--.| 
| Paperboard Co ; ..| San Bernardino, Calif_- 
Paragon Aluminum Corp....| Monroe, Mich 
| Paragon Electric Co Two Rivers, Wis 
Paramount Paper Tube Corp_| Fort Wayne, Ind__---- 
| Oil Terminals Co... _...| Crescent City, Calif... 
Paramount Rubber Co Detroit, Mich_......._- 
| Parcell & Bauer Products Co. Race 
| The Parent Co _._..| Los Angeles, Calif 
| Parish Pressed Steel Co___...| Reading, Pa 
| Park Drop Forge Co _....| Cleveland, Ohio ue 
| Park Yarn Mills Co_- Kings Mountain, N. C 
| Parkay, Inc___-_- Louisville, Ky 
| Parke Davis & Co _.| Holland, Mich. _- 
| Parker Appliance Co _...| Cleveland, Ohio 
_.do ie roe do r 
SAN SS en deoinii | Los Angeles, Calif 
cea ee oe” Cleveland, Ohio 
Parker Bros. & Co., Inc_.._..| Houston, Tex.._._..__-. 
H. V. Parker Grand Co Hugoton, Kans 
Parker Gravel Co New Castle, Ind 
Parker-Majestic, Inc_____.-- Detroit, Mich 
Parker Rust Proof Co...__....| Ferndale, Mich 
Parker White Metal Co____..| Erie, Pa ‘ 
Ths Facbematy Steel Co. Parkersburg, W. Va__-.- 
..do 
| Parr 
Corp. 
Patapsco & Back Rivers R. 
R. Co. 
soe a #2 
Pao Oil Terminal | Patchogue, N. Mar. 
| orp. 
Pattern Products Manufac- | Detroit, Mich Mar. 
| turing Co. 
| Patterson Foundry & Ma- | East Liverpool, Ohio-...) Dec. 
chine Co. 
ie NS fee NES” eee Feb. 
Patton Manufacturing Co__..| Springfield, Ohio Mar. 
| Patton-Tully Transportation anaes, Tenn ma: 
wa tock 
kee eee a” SE 
Paseyes Development | Pattonsburg, Mo Jan. 
0. 
| Paul Line Plant ; Paul Spur, Ariz Dec. 
| Paulsboro Manufacturing Co_| Fullerton, Pa_._......-.| Mar. 
| Paulson Co., Inc Milwaukee, Wis....---- Jan. 
Paulus Bros. Packing Co._...| Salem, Oreg Mar. 
Pau-Mar Engineering Co_...| Chicago, Ill. “ Mar. 
| Pawling Rubber Corp _..| Pawling, N. Y ee 
| Pawnee County Cooperative | Larned, Kans Mar. ‘ 
Association. 
| Pax Metal Corp Los Angeles, Calif Jan. 2 
Paxson Machine Co Salem, Oreg Feb. 
Peavy Elevators--.......-..--- Lake Park, Minn Feb. 
ee Blunt, 8. Dak Feb. 3 
Sie: a Starkweather, N. Dak.-|...do 
Regan, N. Dak_..-....-]-- 
| Cavalier, N. Dak... -...--|}- 
Syre, Minn 
Hendrum, Minn 
Everdell, Minn 
Evansville, Minn 
Miller, 8. Dak........-.. J-~ 
Howard, 8. Dak. ...-...!...do-...- 


83! 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 1005 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


i re | Date 
Facilities location, city Date |amount | certi- 
| and State | filed | (thou- | fied or 
| | } sand | denied 
| 
| 


| dollars) 


Applicant 


Delegate 
agency 


| 
; 


7 TORS. eke cans Gorman, 8. Dak Feb, 2 11 | 
eae. J ° Agar, 8S. De ey ee 16 
a % Wahpeton, N. Dak Ko de... 10 | 
nen Oberon, N. Dak-.........}...do-__..- 10 | 
McGregor, N. Dak cee eed a 10 | 
Drayton, N. ..-do- 10 | 
Dodge, N. Dak. ..|-..do | 11 | 
_..| Wentworth, 8. Dak. do... 9 
Beckman & W hitley, Inc___-| San Carlos, Cz alif Jan. 2: 16 | 
~——* Aluminum Foundry Bridgeport, Conn | Mar. 2 124 
o., Ine. | 
Peerless Cement Corp.. ..| Port Huron, Mich ..d0.... , 995 
Detroit, Mich cates , 083 | 
7 rless Precision Products 3 cet, R. Mar. 6 147 
0. 
Peerless Tool & Engineering. | Chicago, Ill Jan. 15 | 149 
ayaa Woolen Mills.. ___.| Rossville, Ga_-_- Mar. 578 | 
we Mar, 23 , 095 
Pelican. Oil Purchasers, Inc... Mar. 16 579 
The Pelton Water Wheel Co .....| Feb. 27 207 | 
2 ee Mar. 23 25 | 
Penens Co: Schiller Park, Il ae 8 | 
Peninsular Rubber Co____...| Port Clinton, Ohio Mar. 41 
Penn Engineering & Manu- Buckingham, Pa Nov. 4 ; 
facturing Co. | 
Penn-Harris Steel Co Harrisburg, Pa Mar.' 22 
The Pennzoil Co_- Rouseville, Pa Mar. 14 
Pennsylvania Glass Sand Berkeley Springs, W.Va. Feb.427 


7 


rp. 
Penn Industrial Chemical Allegheny County, Pa_.| Mar. 20 | 


Corp. 

‘ do. Chester, Pa 
Pennsylvania Power Co West Pittsburgh, Pa__-_- 
Penn Power & Light Co.....| Sunbury, Pa 
Pennsylvania Pump & Com- | Easton, Pa 

pressor Co. 
The arene R. R. Co-- 











SEU BUR ER EBL 


oe @ 
io 


..--do 
..do 
ioe a heteetheanihincen 
do 
Sal cses: 
.-do.- 





Siete City, N. J. 
Philadelphia, Pa g 
State at large, Pennsyl- 
vania. 
Logansport, Ind_..__- Me 
United States at large__- 
| Olean, N. ; 
Eli Lilly & Co.. Indianapolis, eae 
The Pennsylv ania R. R. Co._| Phil: adelphia, Pa 
Pennsylvania Range Boiler |-....do...........-.....-- 

















Co 
6, 816 ! Peamtytvenia Refining Co...' Karns City, Pa 





1006 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 
Feet sani D ities ‘ Date 
: acilities location, city ate jamoun certi- 
Applicant d State filed | (thou- fied or 
enied 


| 


Pennsylvania Salt Manufac- 
turing Co, 
d 


3-3 
oo 


caves City, Ky 
Tacoma, Wash 
Portland, Ore 
Calvert City, Ky......-. 
Wyandotte, Mich g 
Cornwells Heights, Pa..| Apr. 12 
J York, Pa Nov. 15 
Pennsylvania Smelting & | Philadelphia, Pa Feb. 12 
Refining Co. 
Pennsylvania Transporta- | New Orleans, La 
tion. 
Penobscot Chemical Fibre | Old Town, Maine 


A Se 
4Ng 


a 


Co. 
Penokee Veneer Co Mellen, Wisc_...........| Feb. 23 
Pentagon, Inc Fairfield, Conn Mar. 8 
Peoples Iron & Metal Co Chicago, Ml. ............| Apr. 11 
™ Peoria & Eastern R. R. | New York, N. Y Mar. 15 


do 
‘Peoria & Pekin Union Ry. 


Pequance Rubber Co Butler, N. J 

Perfection Steel Body Bucyrus, Ohio 

Perfex Corp. Milwaukee, Wis-_-....-.-. 

Perfex Manufacturing Co....| Omaha, Nebr 

The Perkins-Elmer Corp 

The Perma Products Co Cleveland, Ohio 

Permanente Cement Co......_| Permanente, Calif. 
Seattle, Wash 
Anchorage, Alaska 
Fairbanks, Alaska. -.....|...do 
Portland, NS 


POSLELPY Yer POKES EAE 
SAISCROLS Lee Ssey SReteasgsataossS 


~ 


PPL LY. 


P90 
oN 


> 


2s 


tinitod States at large... 
soos Oe Blue Island, Il 
Petroleum Solvents Co. of Vanport, Pa 
Pennsylvania. 
Petroleum Specialties, Inc....| Flat Rock, Mich........| Mar. 7 
Petrolite Corp., Ltd Webster Grove, Mo Mar. 16 
Pfaelzer Bros., Inc Chicago, Ill. ............]| Mar. 26 
The Pfaudler Co Rochester, N. Y.......-|.-.do 
Groton, Conn 
Brooklyn, N. Y 
Terre Haute, Ind......-|...do 
Groton, Conn 


do 
Petro-O-Fire Co Los snotes, Calif 
Pharo Heating Co., Inc......| Madison, Wis 
King Pharr Canning Opera- | Cullman, Ala 

tions, 
Phelps Dodge Corp Bisbee, Ariz_............ 
Philadelphia, Boa & | Bethlehem, Pa 

— England R. R. Co. 


mone w 


Philadelphia Electric Co.___- 
es Gear Works, 

ne. 
Philadelphia Quartz Co. Chester, Pa 
Philco Corp Edgely, Pa 

do Philadelphia, Pa 
Phillips Auto Wrecking Co..| St. Cloud, Minn 
— Chemical Co........ 


SF eT et et et 


do 
. D. Phillips Inglewood, Calif 
Philips Oil Co Borger, Tex 
owe, Tex 


HHMOHOQQQQQNOH OF BH POOCOPOQOQOOOPHH BeROONRHOOO0Q00 ASH 8BCO00 0 # eQoaaaaaa 4 
PHOS SSO INO SD ONO VOOM UNTOTVOD Us ON Osan =O 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 1007 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil- 
ities Date 
Facilities location, city Date jamount certi- 
and State filed (thou- fied or 
sand . denied 
dollars) 


aL 
o> 


8s 


do 
Okmulgee, Okla_ 
Phillips, Tex 
Bartlesville, Okla 
Brazoria County, Tex... 
Sherman County, Tex. .}__- 
Bartlesville, Okla 
Andrews County, Tex... 
Borger, Tex 
er Okla 


rPeagoe 
~3 sigssi538 
SRS2ISSS23 


Crane County, Tex 
Borger, Tex 
Phillis Pipe Line Co Bartlesville, Okla 
Phoenix Iron & Steel Co Phoenixville, Pa 
Phoenix Manufacturing Co..| Catasauqua, Pa------- 
Phoenix seectetty Manufac- Freeport, N. Y 
turing 
Phoenix Trimming Co Chicago, Tl 
or “th Helicopter Corp 


8 


5 
tw 
td et et et et et ed et bt et et et et 


= 
4 


B22 S28 


Pierce Governor Co., Inc 

Pierson Machine Co. 

Pinten Products Co 

Pioneer Broach Co 

Pioneer Silica Products Co-_- 

Pioneer Parachute Co., Inc..| Manchester, Conn 
—— Steamship Co Bay City, Mich 


0 Cleveland, Ohio 
Pioneer Toledo Corp 
ee Tool & Engineering | Chicago, Il 


qaaaa 4 


PANG APALPLPLPHLH BSP PPOKK AAP Py 
© ion 
SSe2eR 


ere 
BES 


0. 
Pipe Machine Co Wickliffe, Ohio 
The Pipe Machinery Co Cleveland, Ohio 
Pitman Grain Co Summerfield, Tex 
L. E. Pitner.-.-.-..--. Milwaukee, Wis... 
R. 8. Pitts Manufacturing Hanover, Pa 


Co. 
Pittsburg & Shawmut R. R. | Kittanning, Pa 
0. 
Pittsburgh Bridge & Iron | Rochester, Pa 
Works. 
res Coke & Chemical | Neville Island, Pa------ 
0. 


406 
3, 380 
6, 220 


> 
S$ 
—) 


BHOHO 


do Courtney, P: 
Pittsburgh- Des Moines Co. -- Pittsburgh, Pa 
Pittsburgh Forgings Co Jackson, Mich 

do Coraopolis, Pa 

New York, N. Y 


so sakaia ¥ 

Pittsburgh Metallurgical Co_| Calvert City, 7 boas 

Pittsburgh Mill Steel Co. ine, Crum Lynne 

Pittsburgh Plate Glass Barberton Ohio. 

do Natrium, W. Va 

Bartlett, Calif 
Zanesville, Ohio 
Natrium, W. Va 
Barberton, Ohio 
Natrium, W. Va 
Ford City, Pa 
Creighton, Pa 
oy Ohio 


Mar. 14 
Mar. 13 


QQ00200000040008444545 8HOOO- 


QLQAAL DP Pp pe 


do ee 
Natrium, W. Va ; 1,011 | 





1008 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Facil- 
ities 
amount 
(thou- 
sand 
dollars) 


Date 
certi- 
fled or 
denied 


Facilities location, city Date 
and State filed 


6, 043 
6, 545 
7, 091 


7, 092 
7, 093 
791 
3, 007 
628 
629 
630 
631 


6, 618 
6, 619 
6, 620 
6, 621 


6, 622 | 


Pittsburgh Plate Glass Co. _- 

Pittsburgh Reflector Co__- 

Pittsburgh Screw & Bolt 
Corp. 

a ae a ea 


ockn es 


Pittsburgh Steamship Co--..- 
do 


bat Ron de victeodinks. 
Bee ens "a at 


6, 623 | 


6, 624 
6, 625 
6, 626 
6, 627 
6, 628 


7, 558 


5, 426 


, 921 
650 
, 449 


, 665 | Plax Corp- 


, 661 


776 | 


519 

, 722 

, 847 
758 
759 
760 
4,853 
5, 775 
5, 556 
2, 341 
2, 993 
7, 611 
8, 079 
2, 261 


1, 969 
1,779 
1, 196 
2, 139 
4, 350 
3, 383 
1, 998 

964 





Pittsburgh Tool Steel Wire 

0. 

Pittsburgh & West Virginia 
Ry. Co. 

Piuto Packing Co.___- 

Pivot Punch & Die C orp. 


Plains Grain & Storage Co., 
Inc. 

| Plains Investment Co 

| Plainville Metal Works 
P 


lane Parts, Inc 
Planet Products Corp 
Plantation Pipe Lines Co 


5 | Planters Cotton Oil Co., Ine. 
Planters Manufacturing Co_ 


Plastic Age Co 

Plastic Laminators Co 

Plastic Manufacturings, Inc- 

Plastic Wire & Cable Co_-- 

Samuel Platt and Earl J. 
Raney. 


The Plomb Tool Co- 

do... 
Plummer & Kershaw 
Plymouth Cordage Co 
Plymought Oil Co 
ee Rubber Co., Inc- - 


Plywood, Inc 


Pocahontas Fuel Co., Inc. - .- 
Pocahontas Terminal Corp-.. 
Poggioli Canning Corp 
Polan Industries. s 
— Electronics Corp- seal 


“Pollak Engineering & Manu- 


facturing Corp. 
Mayer Pollock 
William B. Pollack Co 
The — Rubber Co__-..... 


‘oumea \. Poltenson 

Polychrome Corp 

The Polymer Corp-- 

Polytechnic Research & De- 
velopment Co. 


6, 322 Pomona Products Co 


“giscosh Calif. 





Stee a7: 


Pittsburgh, Pa 
Pittsburgh, ee 


Neville Island, Pa. --...-.|-_-- 
Gary, Ind 

Pittsburgh, Pa_.......-- 
East north central. - ~~. 
Monessen, Pa 


Ja eed 


Westone county, 
>a. 
Monessen, Pa 

do 
Pittsburgh, Pa. 
Allenport 
Monessen, Pa 


foeitecinasccasokiel do._.. 


Rook, Pa 


Bakersfield, Calif. ....-- 

North Tonowanda, 
N. Y. 

Kerrick, Tex 


Long Beach, Calif Dec. 


Plainville, Conn_.......| Dec. 3 


New Haven, Conn Jan. 
Cincinnati, Ohio........| Dee. 
Atlanta, Ga... 
Weatherford, Tex 
Clarksdale, Miss_.....-- Feb. 
San Fernando, Calif Feb. 
Toccoa, Ga-_--_- 
Stamford, Conn_- 
Jewett City, Conn__-....| Dec. 
United States at large...| Feb. 


Stonington, Conn 
Los Angeles, Calif.......| Jan. 


do Apr. 


Philadelphia, Pa Dee. 


| Jefferson Parish, La.....| Jan. 
Mar. 


Reagan County’ Tex.... 
Canton, Mass 


ae fl ee 
New York, N. Y_- 

East Vineland, N. ae 
Huntington, Ww. Va 
mean, } N.Y 





Pottstown, Pa- --_- 
Youngstown, Ohio 
—ve Ohio 


‘tase Dew itt, N. Y 
Yonkers, N,. y 


Brooklyn, N. Y 


Mar. 
Mar. 


Mar. 


Mar. 
Mar. 


Mar, 
Mar. 2 


Mar, 


Mar. 23 
Irwin, Pa ..do- 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Internal Revenue Code)—Continued 


Applicant 


Facilities location, city 
State 


ct a Refining Corp._..__- Corpus Christi, Tex - - -- 
' 


Pope “Machinery Corp_- 
Pope & Talbot 


“= Chester Manufacturing 


Port Terminal Corp 


Portable Electric Tools, Ine 


Porter Forge & Furnace, Inc 


H. K. Porter Co., Inc 


Portland Copper & Tank 


Works. 


Portland Forge & Foundry 


Portland General Electric Co 
Portland Pipe Line Corp. --- 


Portola Lumber Co 


Post Falls Lumber Co____- 


Potash Co. of America 

5 

Potomac Electric Power Co 
Potato Products Corp 


Potter & Brumfield Manu- 


facturing Co., Inc. 
Potter Instrument Co. 


Potter & Johnston Co 
Mr. Tom Potter 
The Wm. Powell Co 
The Power Co__.- 
oe Regulator Co 
P,. M. Steel Products, Inc 
Pr a ‘& L etchworth Co. 
ee ‘ 
\ do 
Precise Engraving Co 
Precision Aircraft Parts 
Precision Drawn Steel Co 
Precision Gears 
Inc. 


» Inc. 


, Inc 


Products, 


Precision Machine Shop. - -- 


Precision Piece Parts, Ine 
Precision Rubber 
Corp. 
Precision Spring Corp__-- 
Premier Petroleum Co __-- 
...do a 
Premier Thread Co-._--_.-- 
The Prendergast Co ; 
Pres-Rite Metal Products 
Pressed Steel Car Co., 
Pressed Steel Products Co 
Prestite Engineering Co__ 


Preston-Shaffer Milling Co 


Product 


Ine... 


Prevost Forged Products._-- 


Price Electric Corp... _._- 


The Process Machine & Tool 


Co. “4 
pik aa 
Processed Fuel Corp_- 


Harry A. Prock C abinet Co 


Preco, Inc 


Procter & Gamble Manufac- 


turing Co. 


Producers Cotton Oil Co-_..-- 


Producers Service Co. _- 


Product Development Co., 


Inc. 


do 
Haverhill, - Mass....._- 
Oakridge, Oreg___. --.-- 
Port Chester, N i 2 


Rensselaer, N. Y 
Chicago, Ill 

Somerville, Mass_.....-- 
Melrose Park, Ill__- 
South Portland, Maine 


Portland, Ind 


Deschutes Riv er, Oreg 3 


Portland, Maine. _.-_- 
Grants Pass, Oreg__- 
Post Falls, Idaho_-._-. 
Carlsbad, N. Mex_--_-- 
Dumas, Tex ate 
Washington, D. Cc 

e Mint Grand Forks, 


Princeton, ee fT 


Great Neck, Long Is- 
land, N. Y. 

Pawtucket, R. I_- 

Dallas, Tex Reeth. 

Cincinnati, Ohio. 

Portsmouth, Ohio 

Skokie, ll 

Brentwood, Mo 

Buffalo, N. Y 

...do 

...do 

Richmond Hill, N.Y 

Culver City, Calif 

Camden, N. J gals 

Paterson, N. J....-.-- 


Cicero, Til.- : 
Mi shawaka, Ind_ 
Oakland, Calif- 


Three Rivers, Mich... - 
Fort Worth, Tex 

do setiet AGvaee 
Pawtucket, R. 1... -- 
Cleveland, Ohio E 
Hazel Park, Mich_-.---- 
Hegewisch, Ill. 
Cleveland, Ohio 
St. Louis, Mo........-- 
Waitsburg, Wash 
Detroit, Mich 
Frederick, Md. 
Cleveland, Ohio 


= 
Ms adisonvville, ‘Ky. 
Glenside, bis 
Los ieee Calif... _- 
Kansas City, Kans__...- 


Northwest Fresno, Calif 
Southwest Fresno, Calif 
Southwest Fresno, Calif 
Kerman, Calif 

i Calif 





i 





Date 
filed 


Mar. 
..do 


3s O61... 
do_- 
Mar. 22 


Mar. 


Mar. 26 


Nov. 


Mar. 2: 
Mar. 2 


Jan. 


Mar. 26 


Jan. 
do 
Mar. 
do 
Dec. 
Nov. : 
do 
Mar. 
Mar. 


..do 
..do 


“Jan. 
Mar, 2: 
Feb. 2 


Jan, 


Mar. 2 
Mar. “e 


Dec. 
Jan. 
Feb. 


Feb. 2 


Mar. 
Apr. 
Mar. 
Jan. 

Mar. 


Mar, 1 


Jan, 
Jan, 


| Mar, 3 
| Feb. 5 


Feb. 
Mar. : 
Jan. 
Mar. 


Mar. 2: 


Mar. 
Dee. 
Mar, ‘ 
Dec. 
Nov. 
Mar. 


. do-_- 
Dec. : 
Dee. 


Mar. 2% 


Dec. 


Dee. 


~e@Oiicat 


_.do 


__.do 


Jan. 





Facil- 
ities 
amount} 
(thou- 
sand 
dollars) | 


wn | 
975 


135 


89 | 








OO0Or rr > > 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 


Date 
certi- 
fied or 
denied 





1010 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Cede)—Continued 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applicant 


Status 


Product Engineering & Man- 
ufacturing Co. 

Production Steel Strip Corp. 

The epeaens Co 


$2 


ap 


0. 
Prototype Engineering Corp. 
Providence Combing Co 
Providence Steamboat Co 
Pruett-Shaffer Chemical Co. 
Public Service Co 
Public Service Co. of Colo- 


rado. 

Public Service Co. of New 
Hampshire. 

Publicker Industries, Inc_ --- 


Inglewood, Calif 
—— Nia tc tari 


Pittsburgh, Pa 
Sterling, Ill 
Denver, Colo 


See aes 


s 


Phiadeiphia, Pa 
Pueblo, Colo 


Puerto Rico 


O2 Engng 


‘Pie Compressed Steel 
or 
Puerto Rican Oil Refining 


Co. 
Puget Sound Plywood, Inc. - 
Puget Sound Sheet Metal 
Works. 
—_— Sound Tug & Barge 


8 — 3 838388 83 


Tacoma, Wash 
Seattle, Wash 


—" Car & Manufactur- 


Pulnen Standard Car Man- 
a Co. 


“A. R. Purdy Co., Inc 
The Purdy Co 


Butler, Pa 


Michigan City, Ind 
Lyndhurst, N. J 


Chicago, Il 


Pure Oil Co Nederland, Tex 


Andrews County, Tex- - 
——. PO sissk sagan 


Poe 
285 
PAMPAABAH 


Philadelphia, Pa 
Bessemer, Mich 
Columbus, Nebr 
Glasco, Kans 
ae Il 


Puritan Looms, Inc. 
Puritan Mining Co 


Pyle Elevator Co 
Pule National Co 
Quadriga Manufacturing Co. 
— City Cold Storage, 


ne. 

Quaker City Gear Works. _-_. 
The Quakers Oats Co 

The ae Oats Co 


sie Rubber Corp 

The Quality Castings Co 

Ling City Steel Treating 
0 


BRANES 
EgQRSSeaseeeeeBeEeseay 


PLO Lo 9 
z f 
@ be 


Bethayres, Pa 
Omaha, Nebr 
Chattanooga, Tenn 
Pan, Pa 


ed ille, Ohio 
Cincinnati, Ohio 


! erp 
SNES 


0289 5 oo 2B on daniiiaee 
© 


C8 
z= 


SAaPN NRPARr}E 


g 


Queen City Towing Co., Inc. 
Quick Industries, Inc 

Quincy Oil, Inc 

R. & B. Tool & Gauge Co-_-_- 
The R. & K. Tool & Die Co. 
R-S Products Corp 

Racine Tool & Machine Co... 
Radiation, Inc 

Radiator Specialty Co 

Radio City Products Co., Inc. 


New Orleans, La 
Jackson, Mich. 


Detroit, Mich 


ERB 


NHPABP HA 
Ssh 


BER 


Racine, 

Meltearne. Fla 

Charlotte, N. C 

State at large, Pennsyl- 
vania. 


o- 


Nove BRBBB 


oR 
5S 


perme gy Sew od 


Cr Oy ee ee 


BRBRS 
PU SS ON Om 


D> ee we 90.00 
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1011 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Facil: | 
ities 
jamount} 
(thou- 
sand | 
dollars) | 


Date 
filed 


Facilities location, city 
and State 


agency 


Delegate 


Status 


| 


Radio Frequencies Labora- 
tories, Inc. 

Radio Plane Co 

Radio Receptor Co__. 

Rado Manufacturing Co__ _- 

Rail to Water Transfer Corp- 

Railway Maintenance Corp.. 

Ralston Purina Co 


Boonton, N. J 


Van Nuys, Calif......- 
Brooklyn, N. Y 


Mar. 
Nov. 
Mar. 
Mar. 22 
Dec. 
Mar. 
Mar. 
Mar. 
Feb. 
Jan. ; 


Chicago, Il 
Aspinwall, Pa 
St. Louis, Mo 
norm Ind 
Ramseur Worsted Mills, Inc. 
Randolph Laboratories, Inc... 
Randolph Metals Co., Inc_.. 
Randolph Products Co-...._- 
N. Ransohoff, Inc_-.__-__- 
Rapid Transit Co 

Rare Earths, Inc-.- 

— Hair & Ridgway 


Canton, Mass... 
Carlstadt, UE ehitnst nies 
Cincinnati, Ohio 


Wayne County, N. J---- 
Jackson, Miss 


Chicago, Il 
Savannah, Ga 





Providence, R. I 


The Rausch Nut & Manu- 
facturing Co. 
Ra cee & Noble Canning 


Cleveland, Ohio_.....-.. 


Hobbs, Ind 
Stratford, Conn 


Sembestes Manhattan, Inc-.. 
do Crawfordsville, Ind 
Passaic, N. J 
do Stratford, Conn 
Raymond Engineering Lab- | Middletown, Conn 
oratories, Inc. 
Rayonier, Inc 
° 


rytQ Vy MUNN 


Port Angeles, Wash 
Fernandina, Fla 
Shelton, Wash 
Hoquiam, Wash 
Waltham, Mass 


petreeneraer’ 


Newton, Mass 
ie Pi cptuerts 


= 


St 
™ ao 


Reading Batteries, Inc 
The Ready Tool Co 

Real Properties, Inc___. 
Realty & Industrial Corp... 
Red Arrow Steamship Co-- 
Red Jacket Coal Corp 


Reading, Pa 
Bridgeport, Conn 
Washington, D. C 
Bethlehem, Pa 
Sheboygan, Wis f : 
Mingo County, W. Va.. Mar. 2 
Red Jacket, W. Va_.....|--.do 
Davenport, lowa Nov. 


Gilby, N. Dak | Mar. 
New York at large, New | Nov. 
York. 


SNF HADDAD A2BLAPAAAS 


PPHS  BeNM IMS 
arate 


POO MOM ee ee OQOQaANA 


‘ do 
Red Jacket Manufacturing 
0. 
Redriver Grain Co 
Red Star Towing & Trans- 
portation Co. 


an 


| Mar. 20 


et 
Dre l oe 
Feb. 


~ 
{2 


Do. 
Do. 





eo 
Via 


do 
Red Star Yeast & Products 
Co. 
Reed Prentice Corp 
Reeves-Hoffman Corp 
Reeves Instrument Corp 
Ref Manufacturing Corp----- 
| Henned Syrups & Sugars, 
ne, 
Reflectone Corp 
Refrigerated Transport Co... 





Worcester, _— sdk wae 
Carlisle, Ps 

New Y baa WN 

Mineola, N. 

Yonkers, N. Y 


- 


Jan. 


Apr. 12 
Mar. 


et ed 
vvev'y 


= 








Stamford, Conn 


Fulton County, G Mar. : 


~ 





1012 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


| Facil- 
on : b ities Date 
: acilities location, city ate jamount certi- 
Applicant and State filed | (thou- fied or 
sand : denied 

dollars) 


Detroit, Mich____- Seca 
Elizabeth, N. J 
Tuscaloosa, Ala. .._.__-- 
Reid = Co., Inc__........| Beverly, Mass. 
E. G. Reisner Forge Co South Gate, C: alif_- 

§ Reiss Steamship Co Sheboygan, Wis... .___- 

3,676 | Reliance Electrical & Engi- | Euclid, wesc 
neering Co. 

5, 975 Ashtabula, Ohio 

5, 976 do Cleveland, Ohio 

2,803 | The Reliance Foundry Co. Cincinnati, Ohio 

5,795 | Reliance Manufacturing Co._| Columbia, Miss. _____- 

4,887 | Reliance Steel Products Co..| McKeesport, Pa______-- 

2,444 | Rem Cru Titanium, Inc__.._| Midland, Pa 

2,618 | Richard C. Remmey Son Co_| Philadelphia, Pa 

7,407 | Renite Co_. -......---.| Columbus, Ohio. -..-- ze 

5, 644 | Reo Motors, Inc_. _.....| Lansing, Mich___- 

445 | Republic Avis ation Corp East Farmingdale, N.Y. 
4, 261 do _.| Farmingdale, N. Y__--. 
6, 272 “Republic Foil & Metal Mills Danbury, ae 
1,009 | Republic Seitz Filter Corp...| Newark, N. ; 

82 | Republic Steel Corp Cleveland, Ohio. 

276 | Republic Steel Corp Birmingham, Ala 

277 d 
278 ‘ 

279 Ainmaaee City, Ala 

280 South Chicago, Ill 
Cleveland, Ohio____- 
Warren, Ohio 
Massillon, Ohio. _- 
Buffalo, N. Y 
Canton, Ohio-_____. 
Chicago, Nl 
Youngstown, Ohio____. 
South Chicago, Tl__..._.|_- 
oe Gn... 


COPA ACH BHAA DA DOA AMA Drm O44 00 


wm 09 6D 


ao =~ 


Lyon Mountain, ee ee 
Cleveland, ae 
Alabama City, Ala 
Fredericktown, Pa 
Pikeville, Ky_...__- 
Cleveland, Ohio. ....--- 
Warren, Ohio 
Stuntz Township, |- 
Minn. 

Neewatin, Minn 
Bessemer, Ala 
Birmingham, Ala 
Ironwood, Mich_______- 
Bell Vernon, Pa 
Birmingham, Ala__.__._|_-- 
Cleveland, Ohio 
Phoenix, Ariz___ 
Los Angeles, Calif. 

Sinead Welding & Engi- South Gate, Calif 

neer. 

Reserve Mining Co Babbitt, Minn 

Resistance Products Co Harrisburg, Pa......... 

a0 Corp ¥ =. Me o3c. 


PH IPKMDOWAAHAPWWOD Qo 


Se PO mD fl 


s 


eae 

"‘ieten Spline Products_- Detroit, Mieh....... 
Reuland Electric Co. __-- Alhambra, Calif. 
Reuther Mold & Manufac- Cuyahoga’ Falls, Ohio-__ 

turing Co. 
Revco, Inc Deerfield, Mich_ 
Revere Coke Corp. __-_-- Fayette County, Pa_..-_|__. 
Revere Copper & Brass, Inc_- Rome, N. Y 

..d Clinton, Il 

do Rome, N. Y--.----- i 

Revere Corp. of America, Inc.| Wallingford, Conn Mar. 
The Rex Corp West Action, Mass......| Feb. 
Jd, x mee SD... ..- .--.-| Lansdale, Pa_- Mar. 
The Rex Products Co-- Cleveland, Ohio_........| Mar. 


bet ST 7 09 OD ee 


QQQGQO44O AAQQ0Q0004 QOQOKHHH Re BQO OQOHOQQOQO000NGO000R0000000000000e00o 4800009 


BHOVU Uy MOV UVTVOW QNOMM UV UN Wes OU PTOVAVIAAAOOVOONG 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under 


Internal Revenue Code)—Continued 


BA Applicant 
2,348 | Reynolds Aluminum Co..-.. 
I PO th i inci ibaa 
6, 375 |.-.-- GO saan eh bbakas eceaa 
6, 376 SA tha A ie nm ue inward 
6, 374 “Rey nolds Alloys Co-- 


ms 7 age Jamaica “Mines, 
Bierastde Metals Co 


Biases inate te tee 


SPrenpn & 
Sey wo 

oe ~I 
non w 









6, 363 
6, 364 
6, 365 
BD feck ccisnsadiiannageeondaiiingt aul 
6, 367 
6, 368 
6, 369 
6, 370 
6, 371 |- do 
6, 372 Reynolds Mining Corp--_-__-- 
6,021 | Reynolds, Smith & Hills____- 
875 | Rheem Manufacturing Co-__. 
5, 645 |--... EE eee 
5, 646 |... dite 6. cwvcceocauidinwwce 
Re ee Ee a dio, ow cieenw ak 
311 | Rhinelander Paper Co___._.. 
7, 186 | Richard Ore Co___-_.--- 
6, 581 | Sid Richardson Carbon Co.- 
6,470 | Richmond Export Services.- 
3,120 | Richmond Fredericksburg & 
Potomac R. R. 
380 1... Re oe ec aig toe Mea 
ee Peewee MN ho ta ce woe aens ca eee 
4,081 |__..-. EN AR RPS EL A Pts 
4,555 |..--- Nei ih in sauce einai 
422 | Riegel Paper Corp. _-.......-- 
4,172 | Rieke Metal Products Corp.. 
830 | J. A. Riggs Tractor Co___.__. 
5, 163 | Rinshed-Mason Co_---_------ 
5, 164 |. ee Ra a 
6, 998 Rio Vista Investment Corp... 
439 | Ripon Knitting Works___-__- 
6,488 | W. M. Ritter Lumber Co___- 
6, 489 |_._.- SR RTS ec RS AE = 
2,560 | Rivard Products Co-.- be 
3, 364 | River Co., Inc____....-- ‘ 
6,084 | River Raisin Paper Co___-_- 
6, 085 |....- ~ petheh digindls bie aies w anki ceecsidti 
RO Es da cbha cde sntokecs danequncs 
3,181 | Riv erdais UIE oki nn te nore a 
2,225 | Riverside Cement Co._____-_. 
1,385 | Riverside Fertilizer Factory .. 
6, 732 | Riverside Foundry, Inc__--.-- 
7,451 | The Riverside Metal Co__._- 
4, 106 mysoete Rapids Paper Co., 
ne. 
6,861 | Robbey Electric Manufac- 
turing Co. 
2,492 Robbins Mills North Caro- 
lina, Inc. 
1, 736 Robinson Clay Products Co_- 
2,363 | Robinson Milling Co-_-_.._.-.- 
1,885 | Rochester Ropes, Inc- .--.-.-- 
3, 206 j...-- WO Fe eicGdis Aaa natikick: stn pink inaa tel 


Rock Bit Sales & Service Co- 

Harry Rock & Co .......... 

Rock Manufacturing Co---_-- 

Rockboard Corp. of Mary- 
land. 

. Rockford Acromatic Prod- 


ucts. 
Rockford Bolt & Steel Co 


810 
7,021 | Rockford Machine Tool Co-_|- 
5,428 | Rockford Serew Products Co_|. 
2,210 | Rockport Steamship Co-_...-- 
3,185 | Rockville Products.......--.-- 
2, 236 | Rockwell Manufacturing Co- 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Facilities location, city 
and State 


Troutdale, Oreg......-.-- 
Jones Mills, Ark. _.....- 
Saline County, Ark___- 
Hot Springs County, Ark. 
Lister Hill, Ala_- 
Jamaica, British West. 
Indies. | 
Jones Mills, Ark__------ 


Corpus Christi, Tex___._|--. 


Bellwood, Va 
Gary, Ind 


Saline County, Ark 
Lister Hill, Ala 


Louisville, Ky 
McCook, Il 
Phoenix, Ariz 


Richmond, Va-..-..--..-..|--- 


St. Louis, Mo 


Alexander, Ark.-.-......- 
Jacksonville, Fla__._-_-- 
Sparrows Point, Md_--.-- 
euston, Tex..........-. 
Richmond, Calif_. 


Chicago, Ill 


Rhinelander, Wis 
Wharton, N. J 


Forth Worth, Tex__-._._|--. 


Richmond, Calif-.-..- 
Richmond, Va 





Quantico, Va 


Richmond, Va-_--.--.---- 
Columbus County, N.C. 
Auburn, Ind_._..._._.-- 
West Memphis, Ark--_- 


Detroit, Mich 


Anaheim, Calif..........|--- 


Los Angeles, Calif____.- 
Rapem, Wie... ...2....... 
Columbus, Ohio_- 


South Bend, Ind 
United States at large__- 
Monroe, Mich 


Cleveland, Ohio_......_-.|-- 


Washington, Pa 
Enoree, S. C- 
Oro Grande, I a 
Marks, Miss 
Bettendorf, Towa.._.- 
Riverside, N. J 
Roanoke Rapids, N. C-- 


Cleveland, Ohio___...._- 
Raeford, N. C..........- 
Parral, Ohio 


Salina, Kans___-- 
Comes, i, ee 





Philadelphia, Pa 
Cleveland, Ohio 
Stoughton’, Mass 
Walkersville, Md 


Rockford, Il 


NVR MARS eee et 
Manitowoc, Wis 
Oceanside, Wye ees 
Tupelo, Miss.......----- 


Date 
filed 


Feb. 5 
a clea 
Mar. 23 
enn. 


a Mo one 
Reali oans.2 


Feb. 5 


Mar. 23 
1 ON risen 
‘enhanc 
Sache «co. 
ae” ae 
aa 
tel ES 
nea non. 
can: 
Ren 
fea Mia ctins 
aa o 35. 
Dec. 26 
Mar. 22 


. 21 


Jan. 31 
Jan. 
Mar. 23 
Mar. 26 
Mar. 12 


Mar. 23 
Feb. 7 


Jan. 19 
Feb. 5 
Jan. 2 
Feb. 21 
os 
Mar. 23 


do_..._| 


ai 








Facil- 
ities 
amount 
(thou- 
sand 


dollars) | 





47: 
370 
524 
1, 987 
481 
503 


J 


on 


17, 
4, 300 
79, 665 
108 


69 | 


j 
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sec. 124A of the 














© b | Date 
ee certi- 
mS 3 fied or 
3 3 | 3 | denied 
R | 
ee wae 

I Cc Mar. 19 

I P 

I Pp 

es 

wr 

ny 

I C | Mar. 19 

I oC Mar. 8 
Cc P 

C P 

I z 

Cc P 

I P 

Cc} P 

C P 

Cc P 

Cc P 

C P 

I P 

Cc P 

Cc Cc Mar. 1 
C P 

Cc P 

Cc P 

C C Apr. 3 

I P 

C P 

Cc P 

T P 

T P 

TP 

7 P 

T re 

Cc Cc Feb. 12 

Cc P 

Cc Cc Feb. 26 

Cc P 

Cc P 

Cc P 

Cc D Feb. 13 

Cc ¥ 

Cc Y 

Cc P 

Cc C Mar, 21 

Cc P 

C P 

Cc P 

Cc P 

Cc P 

Cc P 

Cc P 

Cc P 

Cc , 

Cc P 

Cc P 

Cc Cc Feb. 7 
T P 

Cc P 

Cc r 

I P 

Cc P 

Cc P 

Cc D Mar. 19 

Cc Cc Mar. 5 

Cc P 

Cc P 

G P 

7 Cc Apr. 2 

Cc P 

Cc P 
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1014 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 


Internal Revenue Code)—Continued 


Applicant 


| 2A 
o p> 


- 


Rockwell Woolen Co 

Roddis Plywood Corp 
Rodney Milling Co 

J. A. Roeblings Sons Co---..- 
aes A. Roeblings Sons Co... 


prs 
S888 


NPPy 
acoeo 
83553 


Roegelein Provision Co 
Rogerson Aircraft Supply Co. 
0 


PPPeene 
EX28F8s 


Rohr Aircraft Corp 

Roller Bearing Co. of Amer- 
ica. 

Romac Mills, Inc 

Rome Cable Co 

Rome Strip Steel Co., Inc 

Rookwood Oil Terminals, 


Ine, 
Roosevelt Mills, Inc_ -~--..--.- 
Roosevelt Oil & Refining 


s 
se 
& 


fe pers 
BE SEee 


8 


Roots Connersville Blower 
Corp. 

....do0 

Geo. D. Roper C orp 

Roper Ordnance Division, 
Inc. 

Rosan, Inc 

Rosco Manufacturing Co 

Raymond Rosen Engineer- 
ing Products, Ine. 

Ross Gear & Tool Co. -.-.-- 

Rostone Corp 

Rotary Electric Steel Co 


Ps 
_ 
a 


Py 9m 
"* 
) 


Fal 

“12 > 
—“So— 
On~it0 


“Rothschild Oil Co_- 

— Peckham & Dexter 
° 

Rowan Cotton Mills Co 

Royal China, Ine 

nye Metal Manufacturing 


0. 

Royal Packing Co- --.-.....-- 

Royal Petroleum Corp 

Royersford Foundry & Ma- 
chine Co. 

John Royle & Sons 

Rubbercraft Corp. of Amer- 
ica, Inc. 

Wyandotte Chemicals Corp.. 

Rubbercraft Corp. of Cali- 
fornia. 

Rubber Latex Products, Inc_- 

— Scrap Iron & Metal 


0. 

H. J. Ruesch Machine Co-__.. 
Ruland Manufacturing Co... 
C. H. Runciman Co 
Russakov Can Co 


| The Ryan Aeronautical Co--. 
Allyne Ryan Foundry Co-... 
Joseph T. Ryerson & Son, 


Facil- 
ities 


Facilities location, city Date jamount 


and State filed (thou- 
sand 
dollars) 


Leominster, Mass 
Marshfield, La 
McPherson, Kans 
Trenton, N. J 
aos. N.J 


San ees a 
Los Angeles, C 
Knoxville, Tenn 
Bristol, Pa 
Knoxville, Tenn 
Bristol Tex 


acai 


Memphis, Tenn......-..- 
oo N,Y 


Trenton, 


Manchester, Conn 
Mount Pleasant, Mich.- 


South Gate, Calif 
Minneapolis, Minn 
Philadelphia, Pa 


“| Santa Fe Springs, Calif. - 


Milwaukee, Wis 
Salisbury, N. C 
Sebring, Ohio 
Michigan City, Ind 
Broderick, Calif. 
Sewaren, N. J 
Royersford, Pa 


Paterson, N. J 
West Haven, Conn 


Wyandotte, Mich 
Torrance, Calif 


Cuyahoga Falls, Ohio...| Nov. 13 
Lancaster, Pa 


Newark, N. J 

Lowell, Mich 

Port Chester, N. Y 

Los Angeles, Calif 

San Diego, Calif : 
Cleveland, Ohio 212 
Chicago, li] 

Cincinnati, Ohio 


3 
& 


st 
2 
A 


Q QQ0Q000 AOPQ0 AQA0 00 00 OP G00 4RO0000 aAN0 200 ae an HOQ0 aqaeHaceroqgnaaarca 


oD Oe of Oto tts QAO OO Ot EO QOD UVTI UU NOY 
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Sax 


SPpPrasyp yw» 


=! 


_ 
= 


Oh DP mh mmm oo beare9 


op Pp NPP = 
NEeSoR 


990 


2S PWN HO 
RNST SSS LOAF WO & 


PPPOE Pe Pere m 
asesescssss Ny 


~~ 
SSSSNRRewf2 aAfENabv 


NPP Pe 


-< 





DEFENSE PRODUCTION ACT.AMENDMENTS OF 1951 1015 


Applications for necessity certificates in cigtehoie order (under see. 124A of the 
Internal Revenue Code)—Continued 


Facil- 
ities 
amount 
(thou- 
sand 
dollars) 


Facilities location, cit 
Applicant and Btate’ y 


Delegate 
agency 
Status 


PAN 
=8 
— 

o 


by ERREEESe 3 s 


I 
- 


ese2 3 


Sashes 


PPPOPS Ses Peres 
oro 
bobo 


Pe 
ee 858 


PP oe 
a 
=i 
= 


ae 
3 
ie 


T. C. Electric Co 

& L. Metal Product Corp. 
&§8. Coxsone Paper Ma- 
chinery 

8. & Z. Tischine Tool & Die 


Co, 
Sabine Lime Co 
Sacks-Barlow Foundries, Inc. 
Mauruce Sacks, I 


8. 
8. 
8. 


Saco-Lowell Shops 
Sacramento Bor 4 & Lumber 


Co. 

Saginaw Grain Co-_-.......... 

St. Anthony Machine Prod- 
ucts Co, 

St. Francis Mercantile Equi- 
ty Exchange. 

St. James Mining Co 

St. Joe Paper Co 

St. Joseph Lead Co. of Penn- 
sylvania. 

St. Jue Lead Co 


..--d0 
‘Bt, se a Structural Steel 


cn ‘Tawrence River Power 


.do 
“St. Louis Southwestern Ry 
St. Marys Foundry Co-.....-- 
St. Marys Kraft Corp-_...---- 


do 
7 & Tacoma Lumber 
os Regis Florida Pulp & 


‘aper. 
St. Regis Kraft Corp 
St. Regis Paper Co 


do 
George Sall Metals Co., Inc_- 
Salmanson & Co., In 
Salloy, 
Salt 
do 


Salt Paice Refining Co 

Salvo Tool & Engineering Co. 
Salyer Grain & Milling 
Sampson Motcrs, Inc 

= = Uvalde Gulf 
San Diego Transit System_.-.-- 
Sanford Brick & Tile Co., Inc. 
on Electric Co 


ee on Ppaer Mills, Inc- - 
ae Copper Corp...- 


Cleveland, Ohio 


Port Neches, Tex 
Newark, N. J 
East St. Louis, Il 
ee, : 
nsburg, Pa 
athe Pa 
Saco, Maine 
Sacramento, Calif 


Carrollton, Mich 
Minneapolis, Minn 


St. Francis, Kans 


Port St. Joe, Fla........ 
Josephtown, Pa 


St. Lawrence, N. Y-.-.-.|-..- 
Benne Terre, Mo 

St. Francisco, Mo 
Herculaneum, Mo 

St. Joseph, Mo 


St. Slane Ohio 
St. Marys, Ga 


Howland, Maine 

Kalamazoo, Mich 

Tacoma Wash 

United States at large. _- 

Trenton, N. J 

Chicago, Til 

Myton, Utah 

Mountain Region, |-..do.__.. 
United States. 

pee ks City, Utah... 


Corcoran, 
Los eran Ci Cal 
Houston, Tex 


Colon, N. 

ee ae tl 
bondale, Tl 

cnet eee 


464 
34s 
126 
457 


Mar. 19 | 68,675 
do.._.| 11,500 


Mar. 29 


5, 500 
72 


3 On, aq0o00aor a AQ0Q 


Cc 
Co 
Cc 
I 
I 
I 
Cc 
I 
I 
T 
T 
T 
- 
= 
T 
T 
Cc 
Cc 
Cc 
Cc 
Cc 
oO 
C 
C 
Cc 
Cc 
C 
Cc 
C 
I 
I 
I 
Cc 
A 
Cc 
r 
= 
C 
Cc 
Cc 
Cc 
Cc 
I 
I 
T 
Cc 


PPO OHO OW OO ote an oO TOON 9 rod 





1016 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 


Applicant 


& 


Santa Clara Packirig Co----- 

Santa Corp 

Sarco Co., Inc 

Sarco Manufacturing Corp-_- 

Sargent Engineering, Inc_____ 

Savannah Sugar Refining 
a 


PPPLAH 
8 Seeks 


ow 
cr bo 
nue 


do 
The Sawbrook Steel Castings. 
Sawyer-Bailey —- scheumel 
Henry Sayles, Jr-__- -_- w 
Schacht Steel Construction _ - 
Schaefer Machine Co 
Steve S. Schaffer 
The Schaible Co 
8. A. Schenk Co 
Philip Scharfstein 
er Distillers, Inc 


R. P. Scherer Corp. 

Schiavone-Bonomo Corp 

Schiller-Pheiffer Machine 
Works. 

Schnitzer Alloy Products Co. 

Schlafer Iron P Metal Co_-_- 

Schley, Pettit & Hobart 
Mine. 

I. H. Schlezinger & Son Co_- 

Schneider & Marquard, Inc_- 

Schooley Printing & Sta- 
tionery. 

Schuler Elevator 

Schulz Tool & Manufacturing 
Co., Inc. 

Schurr Chemical Co__-.....-- 

Schutte & Koerting Co_---._- 

Schuttig & Co., Ine 

Peter J. Schweitzer, Inc 

Schwien Engineering Co___-.- 

Sciaky Bros., Inc.....--_-- 

Seott Paper Co 

Scott & Williams Co 

Scoular-Bishop Grain Co-..-- 

Scovill Manufacturing Co--_- 


S58 888 penne 


PAP VPN VAP RCINoSYK BSB ANPP PS 


- coe renoee 





Scranton Spring Brook Water 
Service Co. 

Scrap Iron Baling Corp 

Screw Products Corporation 
of America. 

= Airline R. R. Co_-_. 





Seatoard Coil Spring Corp... 
Seaboard Electric Co 
Seaboard Refractories Co. 
Seaboard Shipping Corp 
Sealol Corp 





Facil- 
ities 


Facilities location, city Date jamount £8 


State filed (thou- 
sand 
dollars) 


New York, = 
Webster County, Iowa_. Mar. 19 
Ga M 


Brooklyn, N. 

Los Angeles, Calif 
Cincinnati, Ohio 
Columbus, Ohio. ....-- 
Johnson City, Tenn.._..}__. 
Kansas City, Mo. _....- 
Lawrenceburg, Ind 
Detroit, — 

Brooklyn, N ¥ 

Philadelphia, Pa 


Elizabeth, N. J_- 
Detroit, Mich. 
Gilbert, Minn 
Columbus, Ohio-.- 
Kansas City, Mo 


Munich, N 





Conshohocken, Pa 
Bucks County, Pa 
Kensington, Md--...___- 
Lee, Mass 

Los auapiel, Calif 
Chicago, Tl 

Chester, Pa_......- 
Laconia, N. H 

Council Bluffs, Towa__.. 


United States at large. . 

Portsmouth, Va__.._.... 

United States at large__. 

South Atlantic at large, | J an. 
United States. 

United States at large 

West Jacksonville, Fla... 

Tampa, Fla 

United States at large. _.|.....do-_-. 

Hialeah, “eg Jan. 9 


Los Angeles 

New York, wey . 23 
Valentine isosen N.J_| Jan. 23 
New York, N. Y 

Keene, N. H 


1H\10 RATATAT RBRARTIFERTAST AM AS FMAM SEATS OAT 


080008888488 8846444445 00 329009000089000090900 48 a090 aa 329Q99000090900"00rFr &-QaQqQ0F 
QVAVIOOVVVIAN 9200000000 OF WOU UV UU UNIS WO OUD WOM WU UV UUVNIOVUV UY WUT 
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$3 PEN 


ro. ee eis 


$2 po 


> oe ee 


QO et 1 


~~ eT ay ee ee eee, Oe) Se 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 





Applicant 


Seanor Mining Co... 
Seattle Iron & Metals Corp-. 
Security Engineering Co., 


do 
Security Milling Co., Inc_ 
Security Warehouse ’& Cold” 


‘J.B. bie ; 

The Seneca Wire & Manu- 
facturing Co. 

Sentinel Radio Corp. 


Sequoia Manufacturing Co. 


Seren Tool & Manufacturing 
Co. 

Servel, Inc 

Shafer Bearing Corp- - - 

Shafter Wasco Ginning Co., 
Ine. 

Shakespeare Co 


do 
A. Ben Shallit___- 
Shallow Water Refining Co. 
Shamrock Mills, Inc oe 
Shamrock Oil & Gas Corp. 


1,670 | __- 


1, 709 
1,710 
1,711 
352 
797 


4, 842 
4, 843 
3, 850 
3, 851 
3, 852 
3, 853 
2, 621 
3, 673 
5, 519 
3, 493 

315 
2, 936 
3 760 

4, 733 

4, 734 


Sharon Tube____- 
Sharp & Dohme, Inc. 


..do. 
ee 


Shasta Plywood, re 


..do. 
..do. 
.do- 


The A. Shaw Co., <a ay 


Shawinigan Resins Corp 
W. A. Sheaffer Pen Co 
Sheffield Corp... _-. 
Sheffield Stee] Corp-. 
Sheins F xpress 


Shell Chemical Corp.___---__ 


Pielke dean dad 
Rr a 4 

ivtlcsasactecinee 
....do 

..do 

do 








Facilities location, city 
and State 


Saltsburg, Pa 
Seattle, Wash 
Dallas, Tex 


Whittier, Calif 


Santa Clara, Calif....__. 


do 
Chicago, Tl 
Fostoria, Ohio 


Evanston, Ill. 
San Carlos, Calif. 
Cincinnati, Ohio__- 


Evansville, Ind_____. 


Downers Grove, Tll__ ey 


Shafter, Calif 


Ramee, Mich. .._.- 


Gripple Creek, Alaska__ 


Scott County, Kans 
Charlotte, N. C__- 
Sunray, Tex 


Adams County, ‘Colo 
Farrell, Pa 
do. 
..do. 
do 


“Deaborn, Mich____.___. 


Farrell, Pa . 
Lowellville, | ie 
Rachel, W. Va 

Sharon, Pa___. 
Montgomery ‘County, 


Gus ‘Olden, tia tad 


West Point, Pa 
eae Sa Calif_- 


“‘heeuine n, 
| Anderson, 


Cs alif 
Cleveland, Ohio.______. 
Springfield, Mass... _.. 
Fort Madison, Iowa- 
Dayton, Ohio 
McAlester, Okla. ____._- 


Jersey City, N. J.......- 


Ventura, Calif 
Houston, Tex 


Deer Park, Tex 


Madison, Ill. - 
Wood River, Tl 


wd Martinez, Calif 


Wood River, Il 
Wilmington, Calif 
Wood River, ll 

New York, N. Y.....-. 


Bedford Park, Tll_._....|--. 


Portland, Oreg 
Searsport, Maine 
Milwaukee, Wis 


| Mogadore, Ohio __.- 
Beckham omnty.O Okla _|- 


Wood River, Il. 


|. do eld 
Osage County, Okla _ 


Houston, Tex 
Chicago, 


| Montpelier, Ind 


Portland, Ind 
Keokuk, Iowa 





Date 
filed 





Facil- 
ities 
amount 
(thou- 
sand 
dollars) 


102 








qa 


2 


One 


Q00000s- 


lolommelelLale 


ant 
4 


OOOO He ROP ee OOO8HOQ00000 





Status 





Date 
certi- 
fied or 
denied 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Facil- 

ities 
amount 38 
(thou- 
sand | 3 
dollars)| 


Date 


Facilities location, city 
d filed 


Applicant State 


% 


shenanep Furnace Co__...... 


do 
Shepard Grain Co 


Fishery, Ohio 
Sheridan Towing Co 


New York at large, New 
rina 


‘The ete Lamination Co 
ars Williams Co. _-_ 


Bare: 
BESNBe ENEZ 


PEP PRE EN 
~ 
on 


& £88 


~ 
_ 
oo 


et | 
32 882 


a 


do 
Louisville, Ky 
Shwayder Bros., Inc Denver, Colo 


ake Machine & Foundry 


The ae: W. Sickles Co_- 

~ Bath Gear & Pump. Co., o 
ne. 

Sierra Copper Co 

— Oil & Gas Co 


CD ON ON ON ON Sy On On On Oy On ON ON On ON On OF On So GO OO 
oan ab of 00 0 9 ho BO bd bo be AS 0 On On 


“Ion on 


Copperopolis, Calif 

Signal Hill, Calif 

Huntington Beach, 
Calif 


Silent-Glow Oil Burner Corp Hartford, Conn 





Silver Corp 

Simmonds Aerocessories, Inc 
Simms Bros. Towing Co 
cenes Abrasive Co 


R, dence Co 
Gers Piston Ring Mfg. 


do 
Simplex Wire & Cable Co.. 
~ Investment Co 


Simpson Barge Co 
Simpson Towing Co 
Sinclair-Collins Valve Co 
Sinclair Products Co 
—— Refining Co 


Singer Metal Co., Inc 
Sioux Steel Co 


Siuslaw Forest Products, Inc. 
Skagit Steel & Iron Works. -. 
Skarda, Inc 

Ski-Land Woolen Mill 
Skilsaw, Inc 

Skirvin "Tool & Engineering 


0. 

Slabe Machine Products Co_. 

Sloss-Sheffield Steel & Iron... 
d 


Adams County , Colo__. 
Vergennes, V 

Mobile, Ala 
Philadelphia, Pa 
Fitchburg, Mass_.-- 
Lockpor 

Caldwell ell,” Idaho 

Miami, Fla 


Cleveland, Ohio 
Cambridge, Mass 
Caldwell, Idaho 
Auburn, ox 


Shiprock, N. Mex 


Mapleton, Oreg 

Sedro Wooley, Wash-__- 
El Monte, Calif 
Clinton, Maine 
Chicago, Tl 
Indianapolis, Ind_-___. 


Cleveland, Ohio 
St. Louis, Mo 
Birmingham, Ala 
ae Ala 





“I +e 


> 


7 
T 
T 
T 
T 
T 
T 
Cc 
Cc 
Cc 
Cc 
I 
T 
T 
is 
T 
I 
I 
I 
I 
Cc 
oC 
Cc 
Cc 
Cc 
I 
I 
I 
Cc 
Cc 
Cc 
7 
Cc 
Cc 
C 
A 
Cc 


ee de oe ee MEE 
od BS On On 


PHYTO QVHO MD OWUTVOM UU UU UY UU TTO wD CH OY VO ONNTVAANITY OVOEOQ 
APH PP PPHPLPNS 


HKHeRHOQ QQ0Q000HH OPQO0K00840r00000 
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Applications for necessity certificates in alphabetic order (under sec. 124A of the 
Internal Revenue Code)—Continued 





Facil- 
ities 
Facilities location, city Date jamount 
and State filed (thou- | 
sand | 
| dollars) 


Date 
certi- 
| fied or 
| denied 


Applicant 


Deletite 
agency 


Sloss-Sheffield Steel & Iron..| Flat Top, Ala 
do. idiethy ac do 
SL Oe. Ee aca--80 : 
...do Kimberly, 
...do cae cube 5s Ue 
..do ea ee x 
do ; ‘ Birmingham, Ala 
..do ae Bone ..| North Birmingham, Ala 
...do 
...do 
...do 
...do 
...do 5 
iMdcakivn Lewisburg, Ala. 
Jab Bimiaghem, Pn canon ; 
Gack scm so do wana 
Ns hie oe em ah etee ube ae 
do be inti sarin _..do 
do eo a colder 
suse ads do 
...do __....-..----| Irondale, Ala 
...do MN As ee NT 
i eed, So a ieee eee = 
aa MBAR : North Birmingham, Ala 
...do Jsevukdede ...--| Russellville, Ala... : 
..40............-----.----.-.| North Birmingham, Ala 
do Russelville, Pa_........-| 
C. M. Smillie & Co Ferndale, Mich ----- 
| A. O. Smith Corp. of Texas Houston, Tex 
A. O. Smith Corp_...-.-..---| Tipp City, Ohio 
..do “A Sex ; | Milwaukee, Wis 
_..do sista teetebninioes | do 
| Smith & Associates | Cleveland, Ohio_ 
| Grover Smith Manufactur- | San Gabriel, Calif 
ing Corp. 
H,. P. Smith P. aper ec | Chicago, Ill a 
Ivy H. Smith Co Tai | Jacksonville, Fla.....--.- 
| Smith Oil & Refining Co Fulton, Il 
do Rgucwuweeert/ecnawet IG ae 
_. do Rockford, Ill. 
| Smith Oil Tr: ansportation Co Peru, Il 
| Ralph L, Smith Lumber Co_} Anderson, Calif 
_.do I Dnanich deinen ere a 
._.do Leth tine : I oe pte 
do... nal ae 
Rap C, Smith | Williford, Ark 
Seymour Smith & Son, Inc. Oakville, Conn 
| Snap Creek Coal Co ; Logan, W. Va 
Snowflake Baking Co._......| San Diego, Calif 
| Snyder Mining Buhl, Minn 
7 | Socony Vacuum Oil Co. , Ine Paulsboro, N. J 
do SL aden ..--| Buffalo, N. Y 
do serel as Brooklyn, N. Y_.--- 
...do ; ..| East Chicago, Ind 
_. do ..------| East St. Louis, Il 
..do : ....--| Butler, Kans 
..do Seglicccpeedqnnnws caddie i. ao 
; do ....do Salin 
Sola Electrie Co _..-.---| Chicago, Ml 
Solar Corp | Milwaukee, Wis_-__-- 
Solar Aircraft Co _......--| Des Moines, Iowa 
..do i x chccapaeije: tot alee aD ies 
do __--.-.-+--------} San Diego, Calif 
..do by i ausiashasdete hen tek iieantominde aac eee 
do ead tein livid orate ae 
...do A at 
..do ‘ pada ce olan 
do ----.--------| Des Moines, Iowa 
Solar Steel Corp........----- | Union, N. J camel 
..do Le Mich. _- 
do ...| Union, N. J 
Sommer Metaleraft Corp | Crawfordville, Ind 
| Sonith Pattern Works Inc. Indianapolis, Ind 
| Sonken Galamba Corp..-....| Kansas City, Mo 


—_ 











Coe Se Sn On OO Se Se Sn Sv FO St Sn St On OF OH SO GO 


on on 





—~1 


4, 

18 
4,8 
3, § 





c-_A 


S444 


2 AFAAO 


OO RRA poet bat tf et be a i> he 


83762—51—pt. 1——65 
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Applications for necessity certificates in alphabetic order (under 
Internal Revenue Code)—Continued 


PHL grger 


1 mt RD 


SNANN 


SOR NN 


ho 


655 
656 
799 
946 
572 


054 


pees 


aa 


ae 


lll 


Or 7 Be OO 00 et et 


741 
855 


125 
837 


PEP Pen 


4, 216 


4, 587 | 


| Southern California 





059 | 


Oe. Nimans 
Ree lontae 
708 | 
388 


886 | 





Applicant 


Sememns Plywood Co 
Sonoco Products Co 
— Corp 


Facilities location, city | 
and State 


nee, Calif... 


0 

Sonoma, Calif 
Hartsville, 8. C_.....-.- 
White Plains, Me ood 
Elmsford, N. Y 

South Bend, Ind 


do 
South Carolina EJectric & Goiumbia, 8 


Gas. 


South Gate Aluminum & 
Magnesium. 


| South Park Motors, Inc_-_. - 
| South Park Tool & Mold Co 
| South Water Cor 


Southbridge Roofing Co-- --- 
Southeastern M otals Co 


do 
Southern Block & Pipe Corp 
oopera- 


ative Wind Tunnel. 


| Souther California Edison Co 


| do 
Southern California Minerals 


| Southern Cement Co 
| Southern Coating Chemical 


So. 
Southern Electrical Corp 


Southern Ferro-Alloys Co.. 
Southern Hide, Wool & Junk 
Co. 


Seuthers Lightweight Aggre- 
gate Corp. 
=e Materials Co., Inc_- 
° 
Southern Metals Co., Inc_- 
Southern Natural Gas Co. 
= Ohio Fabricators, 
ne. 


ae. 


Southern Pacific P lywood Co. 

Southwest Steel Rolling 
Mills. 

Southwest Steel Corp 


Southern Pine Lumber Co_.. 
| Southern Pipe & Casting Co- 

730 | 
1,518 |. 
3, 343 | 
4, 214 | 
4, 215 | 


Southern Ry. Co 

ates 

Southern R. R. Co 

Southern Ry. Co 
..do 








..Charleston, S. C 


do 
“Columbia, § a 
Yemassee, 8. Cc 
South Gate, Calif. 


Buffalo, N. Y 
Dayton, Ohio 
Rockford, Il 
Southbridge, Mass 





North Brimingham, Ala 
Lake Oharles, La------- 
vous Christi, Tex 


Lake ‘Charies, Bie ome 
Pittsburgh, Pa 
Norfolk, Va 

Pasadena, Calif 


Los Angeles, Calif 
Azusa, Calif * 
Ontario, Calif 

Los Angeles, Calif 


North ae, Ala 
Russeville, 


North Chattanooga, 
Tenn. 


“Pensacola, Fla 


Dutch Ga 
Norfolk, 
Charlotte, N.C 
Birmingham, Ala 
Cincinnaci, Ohio 


United States ‘at large. _- 
cies ssedurieairduss 


eee eae’ dN eta 
United States at large_- 
Klamath Falls, Oreg_- 
Los Angeles, Calif... 


Glassport, Pa 

ag ell 
Azusa, Calif 
Washington, D. C 
United States at large__- 
South Atlantic 

Shefield, Ala_- 


_| Huntingburg, Ind_...__-|_..do 
| Washington, D. C 


Mar. 


Feb. 


| 4 


iar. 


Feb. 


Mar. 
.do 


Jan. 








Facil- 
ities 
amount 
(thou- 
sand 
dollars) 


17 
61 | 
17 
520 
28 
348 
76 


69 





2, 000 


995 | 


lll 


8, 371 
260 
260 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


sec. 124A of the 


Date 
certi- 
i fied or 
denied 


Delegate 
agency 


|———___. 


yAAO | C000000 





QQ 0 00 RReee C08000000009O OF 


a) 
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Applications for necessity certificates in alphabetic order (under 
Internal Revenue Code)—Continued 


za 
o> 


| 


$0 5 on 
Sten 
Saree 


— aI 

12 to 
D = a 
sce 


5 
5 
5 
5 
57 
5 7 
5,7 
5 7 
5, 73 
5 7: 
5 7: 
5, 
5 
5,7 
5 
5,7 








Applicant 


|. >. 
Southern ‘Scrap Material Co., 


Ltd. 


Southern States Oil Co 


Southern Storage Co 


| Southern States Chemical Co- 


Southland Oil Corp___. 
Sogmiand Paper onverting 


0. 
| Southland Towing Co., Inc_- 


Southwest Potash Corp_-.-- 
Southwest Products Co 
Southwest Steel Corp 


| Southwest Storage 





Facilities location, city 


and State 


1021 


sec. 124A of the 





Date 


filed 


| Tennessee at large... 
New Orleans, La_- 


Port Everglades, Fla_.- 


.| Wilson, N. C 


Greenville, S. 
Savannah, Ga_. 
Los Angeles, Calif... 


Louisville, Ky 
Carlsbad, N. Mex 


Los Angeles, Calif._.__- 


Kansas City, Mo 
Angiola, Calif 


Southwest Welding & Manu- | Alhambra, Calif_.___ 


facturing Co. 


| do 
| Southwestern Engineering 


Co. 
Southwestern Metals, Inc.__- 
nee Oil & Refining 
0. 


| Southwestern Public Service-_| 


oya Processing Mle..3.85-.: 
partan Mills 


“The Special Chemical Co____ 


Special Machine Tool Engi- 
neering Works. 

Special Steels Co 

th Tools & Machinery 


secaeie “Screw Machine 
er 


Specialioy, sak de atieln nese 
Speed Queen Corp 

Spear Resistor Corp 

Spencer Chemical 


sir Wire Corp 


; Sperry Products, Inc 


a International R. R. 
0. 
Wisconsin-A ppleton - _ _..-.- 


| — International R 
0. 








Richmond, Calif 
Covina, Calif 


Longview, Tex... 
Corpus Christi, Tex. 


Roswell, N. Mex..____- 
.do 


“United States at large. __|_- 
——— Tex 


United States at large_- 


Moore County, Tex 

Sunray, Tex 

Eddy 
Mt stereos. 32 


| Lamb County, Tex 


Wooster, Ohio 


do 
Cleveland, Ohio....___- 


New York, N.Y 


Newark, N. J 
Vernon, Calif 


do 
Chicago, Il 
Ripon, Wis 
Bradford, Pa 
Vicksburg, Miss 
Union County, N. J_- 
ribet: Be BS seiscccirs 


| 


| Mar. If 
Mar. 22 


do 


Mar. § 


| Mar. “a 
.-| Jan. 


Dec. 


“== | Mar. 
..| Jan. 


Jan. 
Jan. 
Mar. 
| Mar. 


‘a Mar. 2! 
| Mar. 26 


is -. 00... 
| Mar. 2 


| Dee. 


Feb. 2 


-| Mar. 22 


-do 
.do 


County, N. Mex x. ) 


United States at —o es, 


Biogen = hie 


Seen NY... 


Lancaster, Pa 
New Holland, Pa 
Danbury, Conn 
Spokane, Wash 


South Milwaukee, Wis__| 


Spokane, Wash-- 


Facil- 
ities 


amount 


(thou- 
sand 
dollars 


21 
1453 
2, 652 


219 


159 
519 
450 
132 
516 

, 388 
208 
31 


—_ 


Date 
certi- 
fied or 
denied 





an 


AAR RA RRA AA AALS 


> > 


rar 


| Feb. 14 


— 


80 


Mar. 29 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


sec. 124A of the 





Spokane 


2, 672 | 


2, 673 | 


2, 674 | 


3, 079 
4, 548 
4, 549 
7, 548 
7, 549 


2, 940 | 


3, 226 
426 
6, 654 


6, 655 | 


6, 656 
6, 657 
6, 658 
6, 659 
6, 660 
6, 661 
6, 662 


6, 663 | _- 


6, 280 
6, 281 


6, 282 | 
720 | 


7, 759 | 


5, 008 | 


4, 319 


4,175 | 


7, 361 


65, 74 


3, 810 


3, 615 


anon 


Sad i om ST 
Ton 


FO FO GN OD ay et ee te 
I—-—Drowe 
mwnwidh & i 


“IOowry-1¢ 
nat Se 
=~ Soe 


Bo 


PPLELNNPSSYPHMEARSHONNE ANE HEME ae 
t 
peo coo 2 oe i 
oOWNm WwW 


me om CO CO WO WO Co 


— 
t 


aio ¢ 


Veo WON Ke 


] 


Applicant 


Portland Cement 
Co. 

Se 

Spokane, Portland & Seattle 


Ry. 


..do 

do 

do 

do 

do 

do j ; 
Sprague Carleton, Inc 
Springfield Plywood Corp 
Springfie ld Tent & Awning. 
— Cotton Mills.....--- 

do 
...do 
_.do 

do 
sen 

do 
_.do 
..do 

do 
Square D Co 

do_. 

..do : 
E. R. Squibb 
..-d0. 
Stafford Grain & Supply Co 
A. E. Staley Manufacturing 

Co. 

Staley Milling Co ¢ ; 
The Stamford Rubber Sup- 
ply Co. 

Stamping Division, Inc_- -- 
Stancal Asphalt Bitumuls 
Co. 
Standard Brake 

Foundry Co. 


& Sons 


Shoe & 


| Standard Container, Inc_--- 
| Standard Foundry Co 


do e5 
Standard Insulation Co__- 


| Standard Lime & Stone Co 


do 
| eS 
5. callie 
m RA 


hoes. 


do 


“Standard Mineral Co., Inc 


| Standard Nut & Bolt Co. 
| Standard Oil Co. 


j 


| Standard Oil Co., 


Scan 


| The Standard Oil Co., 


do. 
do 
do 
...do 
..do 
do 


Standard Oil Co. of California | 


do 
do 
— | Pin 
Fe ee a elias 
...do 
..do 
do a 
Indiana_. 
..do 
..do 


do 


do Ginkecdesubneuiel 





| Manistee, 





Ohio. -} 


Facilities location, city 
and State 


Irvin, Wash. .......<.. 


i. @O..% 
Pacific at large 


do. J o 
Ww ashington at large. 
Pacific 


Portland, Ome See 


..do 
do 
do 


“Keene, N. H__-__- 
| Springfield, Wash. -- 


Springfield, Ohio 
Chester, 8. oy 


--| Fort Mill, S. 
| Grace, 8. Cc 


| Lancaster, 8. C- 
Kershaw, 8. C 

| Chester, 8. C 
wae ..do 

_.| Lancaster, 8. C 


do 


__| Fort Mill, 
| San eee” Calif_. 


Peru, Ind_.-. a 
Milwaukee, Wis. 


..| New Brunswick, N. J. l 


Os sa a 
Stafford, Kans 


Decatur, Wh... 5. 42559 


Kansas City, Mo 
Stamford, Conn 


Muskegon, Mich_. 


| Richmond Beach, ( alif 


Pine Bluff, Ark 


| Rockaway, N. J__..._--. 
Worcester, Mass. .- 


Racine, Wis... 

U nionville, N. Y. 

Mich 

Woodville, Ohio 

McCook, Ill. 

Pleasant Gap, Pa 
..do 


Kimballton, Va__...__- 


Manistee, mam 
a N. 
Valley Falls, R I 


| Lima, Ohio. _....-- 
| Cleveland, Ohio-- 


Ww ood River, Il 


do... 


“Wood River, Il 


El Segundo, Calif_--- 
Richmond, Calif 


| Kern County, Calif---- 
_| Richmond, Calif.....-- 
| El Segundo, Calif 


..do 


| Richmond, Calif __ 
| San Francisco, Calif_. 
| Neodesha, 


Kans 
Sugar Creek, Mo.. 
Neodesha, Kans 


| Whiting, Ind_. 


do 








Date 
filed 





Facil- 
ities 
amount 
(thou- 
sand 
dollars) 


3, 410 


413 
1, 606 


775 
50 

1, 964 
53 

9 

25 
178 
250 
116 
28 
295 
586 

1, 679 
330 
551 
494 

, 514 
2, 948 
3, 895 
, 600 
270 
233 


3, 472 
270 


3, 977 


114 
75 


25 
779 
107 


180 
499 


62 
236 
22 
679 
901 

, 551 
49 

50 

78 

150 
953 

, 230 

, 552 
142 

7, 200 
1, 170 
. 941 
000 

, 000 
321 
24 

57 
370 
610 

2, 000 
10, 029 
21, 170 
14, 808 
938 





. 16 
a 


2, 328 


913 | 


88 | 


273 | 





4, 985 
1,021 


Date 
certi- 
| fied or 
denied 
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of the 


sec. 124A 


Internal Revenue Code)—Continued 





Applicant 


The Standard Oil Co 
do 


| Standard Oil Co. of Texas... 


do 
Standard Piezo Co 
Standard Plastics__--- ; 
Standard Pressed Steel Co... 


| Standard Rolling Mills, Ine 


Standard Register Co 


Standard Rolling Mills, ‘Inc. 


Standard ~ Co... 
do pat b 
do 

..do 
..do 
do 
do 


Standard Silica Corp wae 


do 


| Standard Steel _ Co- 


| Standard Steel Tre ating Co.. 


..do 
..do 
..do 
..do 
do 
..do 
do 
...do 
..do 
do 
..do 
do 
do 


| Standard-Thomson Corp 


| Standard 


| Standard 


Standard Tool & Die Inc 


turing Co. 
..do 
Standard Transformer C orp 
Transportation 
Line. 
Standard 
Screen. 


Wire 


Stanley Home Products, Inc 


2 Stanley Works----- 


..do 
_.do 
do 


; | Stanolind Oil & Gas Co 


..do 

do 

..do 
Stanwall Corp. 


| Stanwood Towi ing Co. . Ine 


3 | Star Cutter Co 
7 | Star Instruments Co-.-_--_-- 
} | Star Machine & Tool Co-. 


.do 


| Star Machinery & Foundry 


Co. 
Star Tool & Die Works---__- 


| Statham Laboratories Inc_- 
| Stauffer Chemical Co 


.-.do 
AGEs a caabee 
. GR calc 
do 
..do 
_.do 
do 
..do 
..do 
do 
--do- 


Tool & Manufac- 


Cloth & | 








Facilities location, city 
and State 


Cleveland, Ohio_--. 
_.do 


| El Paso, Tex 


“ urry County, Tex 
Carlisle, Pa_. 

Los Angeles, Calif... 
Jenkintown, Pa-- 
Newport, Ark 
Dayton, Ohio. 
Brooklyn, N. Y- 
Steubenville, Ohio 
Weirton, W. Va 
Youngstown, Ohio 
ae” 
Portsmouth, Ohio 
Aurora, Ohio_. 
Cabbs, Nev 
Ottawa, Il 

do 
Gary, Ind 
Coraopolis, Pa. 
Detroit, Mich 


| Gary, Ind 


Coraopolis, Pa-- 

—- 1e 

Gary, Ind_.---- 
Chelsea, Mich eed 
Newton Falls, Ohio.- 
New Castle, Pa- 
Coraopolis, Pa- ----- 
Gary, Ind 


-| Loge ansport, et el 
Newton Falls, Ohio 


Detroit, Mich 
Dayton, Ohio 
Los Angles, Calif 
Arlington, N. 


vs s 
Chicago, lll 
New Orleans, La 
York, Pa 


Westfield, Mass 
New Britain, Conn. 


| Bridgeport, Conn- 


New Britain, C onn. 
do ome 
Brownsv ille, Tex 
Andrews, Tex 
Midland, eS nc 
Levelland, Tex--.. 
Los Angeles, Calif 
Philadelphia, Pa 
Farmington, Mich 


Chenango Bridge, N. Y 


Cleveland, Ohio 

_..do oF ee la 
Amarillo, Tex_------.--- 
Detroit, Mich._--. 
Los Angeles, Calif___- 
Niagara Falls, N. Y 
Lowland, Tenn 
Richmond, Calif 
Tacoma, Wash 
Compton, Calif 

do 


North Portland, Oreg. i 


M onongahela, Pa 
Los Angeles, Calif 
Houston, Tex. 
Richmond, Calif 


Los Angeles, Calif 


| Mar. 2 262 
| Feb. : 10, 264 
| Mar. ¢ 1, 280 | 
Jan. 2 42 | 
Jan. i 37 


| Mar. 


}_..do 
|...do 


| Mar. 


-| Dee. 


.| Mar. 


| Mar. 23 


| Mar. 4 
| Mar. 


Facil- 
ities 
amount 
(thou- 
sand 
dollars 


Date 
certi- 
fied or 
denied 


Date 
filed 


Delegate 
agency 


Mar. 1, 230 | 


Dec. 1 }, 798 
Jan. 1: 627 
Mar. 


Feb. 
..do 
..do 


do... 


nN 


Wb 


Mar. 


do 


2 


Jan. 
Jan. 
Feb. 
Mar. 


t 


™ tp bo 
Sto S Saw 


6 
t 


do... 
do... 
do 
do 
do 
do 
do 
do 


20202 


2 


2 


Mar. 


4 


do 


| Mar. 
| Mar. 28 


Feb. 


| Feb. 
Jan. 


Jan. 


| Feb. 


Mar. ‘ 

Mar. 

Mar, 2: 
do 


| Mar. 2 


Jan. 
do 


| Jan. 
| Mar. 3 
| Mar.‘2 


Mar. 23 | 


Jan. 


Nov. 


|} Mar. 2: 

| Dee. 

| Dee. 

|} Dee. ; 

j Jan. 8 | 
| Jan. 11 | 


do 
Feb. 26 
do 
do 
do 
Mar. 
Apr. 5 
Mar. 2 
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Applications for necessity certificates in alphabetic order (under 
Internal Revenue Code)—Continued 


sec. 124A of the 


| 
j 


Facil- 
ities 
Date Pthou 


| Date 
certi- 

fied or 

denied 


Facilities location, city 


Applicant State 


filed (thou- 
sand 
| dollars) | 


Delegate 
agency 
Status 


! 
| 


| Stavid Engineering, Inc 143 


wo 
{2 


Greenbrook Township, 
| Steel Briquette Corp Atlanta, Oe. cuks 
6 | Steel City & Iron Metal, Inc-_-} 
Steel Fabricators, Inc 
72 Steel Improvement & Forge 
|} Co. 


| 

ee ee 

, a 
Youngstown, Ohio ; | 
| Anchorage, Alaska . 27 
| 

a 

a 

5] 

} 

| 

“| 


wwQOOQ WwW 


Cleveland, Ohio.......-- 


2 | Steel Processing & Distribut- 
ing Co. 
~~ Products Engineering 
0 
Steel Rolling Co., Inc 
| Steel Sales Co. of Minnesota..| 
2 | Steel Sales Co. of Wisconsin-.- 
Steel Service, Inc............- 


| Springfield, Ohio 


Brooklyn, N. Y 

Minneapolis, Minn 
| Milwaukee, Wis. -- 
Steubenville, Ohio 


do 
| Baltimore, Md- 
Rossmoyne, Ohio- ----.- 
Steelton, Pa..........--- | 


Newark, N. J 


| Milford, Del 
Johnson City, Tenn..... 
| Cleveland, Ohio 
Inc.| Brooklyn, N. Y 
| are = N.Y 


Ma) 





26 
. 22 


aaa a an aaaa 
rood wy 


. 21 | 
. 19 
3 | 


— 
~~ 


| Feb. 


| Steel Specialties, Inc.- 
| Steeleraft Manufacturing Co- 
“~ elton & Highspire R. R. 
| 0. 
| William Steinen Manufac- 
| turing Co. 
| Steiner & Co., Inc.. ed 
| Steinway Clothing Co_ 
| Stemeo Corp 
Sterling Die Casting Co., 
| Sterling Drug, Inc 
_.do_.. 
| Sterling Pattern & Manu- 
facturing Co. 


= 
¥ 


14 


i i a i cis ie ee 








| Sterling Radiator Co., Inc. --__| 


Sterling Steel Casting Co-- 
| Sterne & Maley Co. 
L. P. Steuart & Bro., 
| Stevens Industries, Inc 
J. P. Stevens & Co., Inc_. 
i oe Rh 
on dca 
..do 
do 
DA iah balinn co Deicke 


“ete "| 


Westfield, Mass 


.| Monsanto, Mil_......... 1 


Chicago, Il 
Piney Point, “Mad... 


| Dawson, Ga 
| New York, N. Y--......./ 


Rock Hill, 8. C_- 
New York, N. 
Dublin, Ga- -- 


_| Milledgeville, Ga 


Om &S 0.5% &4 oes bet oo od ae ee oe Ae 


a Rockingham, N. C.--. 
...do , rc 
wen Nia alco | 
| L. E. St svens Co.. | Newport, Ky 
Chas. C. Steward Machine___| Birmingham, Ala 
Stewart Stamping Co | Yonkers, N. 
| Stewart & Stevenson Houston, Tex 
| ices. | 
287 | Stewart Truck Bodies, Inc...| Brooklyn, N. Y 
| Stewart-Warner Corp | Chicago, Ill 


4,8 
4,8 
4, 

5, 6 
56 
5, 6 
7,¢ 


> 
1 





Serv- 





san shel 
Indianapolis, Ind. - 
Chicago, Il 


do 

| Stewart-Warner Electric 
Division. 

Stewart-Warner Corp. 





do 
| Indianapolis, Ind 
Chicago, Ill 
| Netcong, N. J 
| Williamsport, Pa 
Indianapolis, Ind 
Trenton, N. J 
Newport, Tenn 
Columbus, Wis 


| Stiger Precision Products, Inc. 
Stocker Manufacturing Co- 
Staiman Bros 





Indianapolis, Ind 
Oroville, Calif 
Philadelphia, Pa 
Mobile, Ala 
Lithonia, Ga 
Inglewood, Calif. __- 
--| Los Angeles, Calif 

| Aurora, Ill 


do 
F. J. Stokes Machine Co_____| 
| Stone Mann Paper Co___-.- 
Stone Mountain Grit Co___-- 
Stone Manufacturing Co 
| Stone & Smith, Inc 
| Stoner Manufacturing Co-- 








Q2N00FrA0e PP rrr raanaaga a 
QOONMS sys IOVUVUOVIUVUUY (UU 





do 
Stover Lock Nut & Machin- 
ery Corp. 
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Internal Revenue Code)—Continued 


j 
Facil- | 
| ities : Date 
‘ Facilities location, city | Date amount : certi- 
Applicant and State | filed (thou- fied or 
| sand | denied 


dollars) 


Delegate 
agency 


wees Fuller Refractories Co.| Alexandria, Ohio an. 19 | 197 
.--| Strasburg, Ohio~------- 369 

Stowell MacGre; or Corp. _| Dixfield, Maine_........| Mar. 21 | 30 

Stranahan Foil South Hackensack, N. J ar. 2: 220 

Streater ieteatsian. "Inc | Spring Park, Minn. | Mar. 59 

Streator Manufacturing Co__| Streator, Il. __- | Mar. 2: 105 

Streine Too] & Manufactur- | New Bremen, Obio | Feb. 8 | 245 

| jing Co. | 

| Strick Co. | Chicago, Ill Mar. 20 | 251 

Strom Steel Ball Co Cicero, Il_- ‘eb. 20 | 915 

Strong Cobb Co., ; Cleveland, Ohio : Mar. | 22 

| J. Ernest Stroud & Co Amarillo, Tex.......- ..| Mar. 23 | 138 

Struthers Wells Corp_.......| Titusville, Pa......-.-- Nov. 15 18 

tar ™ ae | Mar. | 1,358 

| Stuart Oxygen Co__...._.....| San Francisco, Calif.....| Mar. : 448 

| Stubnitz Greene Spring C orp Adrian, Mich Mar. 2 407 

The Studebaker Corp New Brunswick, N.J...| Mar. 21 | 3,758 

| Sturgess, Inc | Glendale, Calif... _. ..| Jan. 152 

Sturges Gin Co Somerton, Ariz | Jan. 29 | 76 

a Yuma, Ariz___-. | 76 

6, 638 ee Styberg Engineering Racine, Wis___. Mar. 2 30 

6,029 | Suffolk Products Corp | Northport, N. Y_..._.--! 13 

6, 587 | Sugardale Provision Co | Canton, Ohio-. | ¢ 

4,769 | Sulak Manufacturing Co | Seattle, Wash_._........]| Mar. 16 22 

, 225 | Sullivan Grain Co._._____.._} Sullivan, I , 

, 366 | Sumner Chemical Co., Inc...!| Zeeland, Mich 

, 468 | do J | do 

407 | Charles G. Summers, Jr., Inc.| New Freedom, Pa_ 

, 545 | do___. re do 

257 | Summers Gyroscope Co __| Santa Monica, Calif... 

2,200 | Sun Oil Co _.....| Mareus Hook, Pa. 

819 do ris ‘ do 

, 840 | Sunbeam C orp... | Chicago, Il. 

366 | Sunbury Wire Rope Manu- | Sunbury, Pa 

facturing Co. 

, 223 | Suniand Refining Corp......| Bakersfield, Calif. 

.411 | Sunray Oi] Corp.___.__.__-__} Stephens County, Okla_| 

507 ial mes _...| Seurry County, Tex.....| 

113 | Sunroc Refrigeration Co_.__..| Glen Riddle, Pa.-..-. 

431 | Sunshine Packing Corp. of | North East, Pa_-.-- 

Pennsylvania. 

731 | Sundstrand Machine Tool | 

Co. a 
-| 
} 


4 


KA AAAAL 
20202028 


4020202 


~~ AAL 





Sesh 


Rockford, Il 


732 |.....do 
2, 725 | do... do 
673 | Super Se rvice Motor F reight Nashville, Tenn. ‘ 
6,847 | Super Tool Co. _..| Macomb C ounty, , Mich} } 
4, 024 Superior Foundry, Inc Cleveland, Ohio 
1,808 | Superior Gear Co., Inc___. Los Angeles, Calif 
6, 681 —t Iron & Metal Co.. ., | Fort Wayne, Ind 
ne | 
1,618 | Superior Machine & Engi- Detroit, Mich 
neering Co. 
6,118 | The Superior Oil Co Colorado County, Tex. -| 
7,325 | The Superior Plating Co__...| Bridgeport, Conn 
6,803 | Superior Steel Products_._....| Milwaukee, Wis-- --~-- | 
2, 022 — Refinery Owners, | Superior, Wis----.-.-.-- | 
ne. 
304 | Superior Tube Co._.......... Evansburg, Pa__-. 
3, 464 | Superior Valve & Fittings Co_| Pittsburgh, Pa 
3, 698 | Supplies, Inc do 
2, 581 ee Knit Machine Co., | Ozone Park, N. Y 
ne 
3, 161 —-> Paint & Varnish | Meridian, Miss. -....---| 
‘orp. 
7,539 | Supreme Products, Inc Chicago, Tl 
5,551 | Surface Alloys, Inc Los Angeles, Calif 
3, = ——— Combustion Corp-.-- a Ohio 
6, 497 
283 


do.. 


organ & Salvage Co., Inc... 

6,649 | The O. A. Sutton Corp Ww ichita, Kas. 

1,400 | Sutton Tool Co Sturgis, Mich-- 

4, 340 ie Junk & Salvage | New Iberia, La 

yards. 

6,923 | Swallow Airplane Co., Inc...| Wichita, Kans--......-- 
746 | Sydney-Thomas Corp Providence, Ky 
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T.A.| 
No, | 


1, 570 | 


1, 999 
2, 000 
2, 001 
2, 002 
3, 455 
6, 530 
7, 058 
1, 389 | 


7, 281 


3, 898 | 
3, 899 
3, 900 
3, 901 
3, 902 
3, 903 
3, 904 
3, 905 
3, 906 
3, 907 
3, 908 
3, 909 
3, 910 
3, 911 


| 


3,912 | 


3, 913 


3, 914 | 
4, 123 |... 
4,124 | 


5,317 
118 


5, 449 | 


87 
1,791 


1, 964 


3, 332 |--- 


3,333 


| 
| 


Interna 


Applicant 


Swan Engineering & Ma- 
chine. 


Hiram Swanks Sons..-.....-.- 


B. K. Sweeney Manufactur- 
ing Co. 

The Sweets Co. of America, 
Ine. 

Swift & Co 


Switlik Parachute Co_ 

Sylvan Products, Inc_ - 

Sylv ania Electric Products 
Co., Inc. 


Se sae NG hennslhenin 
1, 963 | 


3, 334 | 


3, 335 


3, 487 | 
3, 488 


3, 688 


4, 444 |. 


4, 925 | 


4, 926 |_- 


4, 927 


4,928 |__ 


4, 929 


4, 930 |- 


5, 306 


5,307 |__- 


5, 359 | 


5, 360 


5,361 |- 
5, 362 | 
6, 271 


3, 245 
6, 462 
6, 162 
3, 197 

766 | 


6, 163 
4, 570 


6, 166 


1, 405 | 
6, 236 | 


6, 780 
1, 306 


1028 


| 


| 
| 
| 
j 





do 

do 

do 

sun 
..do 

do 

do 

Os Biecs 

do___- 

Vee 

RN eS ae 

do 

Pts Seeks 
.-do-. 
..do 

do 

| a ee 

do... 

do 


Synthetic Products Co. 

Syntron Co___-- ; 

The Taft & Pierce Manufac- 
turing Co. 

Talbert Construction E quip- 
ment Co. 

Talley Machine & Manufac- 
turing Corp. 


pe Ch Sakshte nemneeheniae 

Tampa Cold Storage & Ware- 
house. 

Tampo Manufacturing Co_. 

Tank Barge 14, Inc___-_.- 

Tankport Terminals, Inc 

Tann Corp. 

Tantlum Defense Corp 


| 





Facilities location, city 
and State 


Bettendorf, Iowa 


Johnstown, Pa 
Large, Pa 


Pacific region 
Los Angeles, Calif 
Youngstown, Ohio 
Denver, Colo 


Hoboken, N. J 


Muskogee, Okla 
Marshall, Minn 


LaCrosse, Wis-_-.-......-- | 


Keokuk, Iowa 


Salisbury, Md 


| Sedalia, Md 
| Chambersburg, Pa 


Creston, Iowa 
Eugene, Oreg 
Fontana, Calif 

Fort Worth, Tex 
Fresno, Calif 
Gainesville, Ga 
Greensboro, N.C 
Harrisonburg, Va 
Showell, Md 

St. Louis, Mo. 
Chicago, Nl 

Trenton, N. J : ; 
Centralia, Wash - - - --- 
| Boston, Mass-. 


Towanda, Pa-_--_--- 
Warren, Pa_- 
Burling, Iowa. 


| Salem, Mass. 
pct do a sa 


Emporium, Pau utc 
Montoursville, Pa___- 


| Buffalo, N. Y 

| Warren, Pa an 

Saisie ID cis sesenweewnne a 
ar osten; Bass. .....0.52 


Salem, Mass. -.-.-.--- 
Brookville, Pa_.-._-- 
Shawnee, Okla- 
Mill Hall, Pa 
Emporium, Pa 
Altoona, Pa 
Warren, Pa__ 


Seneca Falls, N. Y-_-- 
Ottawa, Ohio- 

Seneca Falls, N. Y_-- 
Buffalo, N. Y 
Cleveland, Ohio_______- 
Homer City, Pa 
Woonsocket, R. I 


Lyons, Il 
Los Angeles, Calif 


do 
Tampa, Fiat 


San Antonio, Tex__-_- 


San Francisco, Calif___- 


Jersey City, N.J 
Detroit, cot 








Date 
filed 


15 


M ar. 


Mar. 
- 


Revenue Code)—Contirnued 


Facil- | 
ities 
amount 
(thou- 
sand 
dollars) 


26 


104 
215 








Delegate 
agency 


8 0000006009088954 


Q0o08a #80 4 
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Date 
certi- 
fied or 
denied 


| 


as 


PP EPRANAINAS SOS S 


SIGN OD ee 


PON N 


2S 
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| Facil- | 
Ti sialntetes’ : f | “ | ities | on | | Date 
ode : acilities location, city ate jamount) = °2 certi- 
No, Applicant and State filed | (thou- | #5 - fied or 
| |} sand | s2/| @ denied 
dollars); Q | & 
| 
<a , | ee eae | 
© S07) Te ERO. «Sion inte wecinc des Green Bay, Wis__....-.- Mar. 23 | 20; C | P 
6, 222 | The Tappan Stove Co_--_-.-_-- Mansfield, Ohio.......-.|__- do____| 210; C P 
809 | Tay-Holbrook, Inc....-----_- Salinas, Calif............ Dec. 20 | 69} C | D | Feb. 28 
4, 371 Topas. Bedding Manufactur- | Taylor, Tex__-.-. tied Mar. 16 35| C | P 
ing Co. | } 
6,321 | Taylor & Caldwell, Inc ___..| Walkerton, Va.......--- Mar.23| 35| A | P 
6,750 | The Chas. Taylor Sons Co Ts, ET ira eshte cemsatine a 46; I P 
6, 860 OR ark hict iss ethene sodainine~ Bed ia nansecsaaeti ied de. = =) 49/ C P 
4.084 | The Taylor & Fenn Co____- Windsor, Conn --_.....-- Mar. 12 | 813 | C P 
3,179 | Taylor Fibre Co. -_.-......--- Betzwood, Pa..........- | Feb. 20 | 548; C | P 
7, 632 SAI aa sik sett gas la | Laverne, Calif. _......-- | Mar. 29 | 42; C | Pp 
5,828 | Taylor Forge & Pipe Works_-| Cicero, Ii]_............-- Mar. 22} 7,003; C | P 
7, 920 Rs clictiteertndmiatnduticnas Fontana, Calif___-...-- -| Apr. 6| 967 G7 2 
2.434 | Taylor Refining ER acter Nucces County, Mich..-| Feb. 6| 5,057) I | C | Mar. 27 
4 120 |..... Gn deen ed edadcewny McAllen, Tex.........-- | Mar. 13 | 1,960 I P 
‘2 SR” er ee ae ie Port Sabal, Tex_........| Mar. 20| 1,302 a 
3,143 | Tea Garden Products Co---.| San Francisco, Calif.....| Feb. 19 maak rt 
4,247 | California Electric Power Co.| San Bernardino, Calif...| Mar. 12 | 402 I | P 
4,995 | E. L. Tebbets Spool Co., Inc.| Locke Mills, Maine...-.| Mar. 21 30; C | P 
6,821 | Tech-Art Plastics Co., Inc.._| Long Island, N. ¥____--| Mar. 23 19; C | P 
5,501 | Tecni Taps, Inc_...........-. North Attleboro, Mass__| Mar. 22 | Os; Beli 
5, 503 lh celitateit om os stihiinn |--- AN Sich een tg is id wecice ..do 170 Cc | P 
7, 866 Techical Products Co_...___- | Los Angeles, Calif.......| Apr. 4 153 oF 2 
79 | Technical Tape Corp. --..--- MORN Bs a oh hossterei Nov. 10 198 Cc; D Feb. 13 
343 | Technicraft Laboratories._._..| Thomaston, Conn___.._| Nov. 29 | 76 CS 4.2 
3,972 | Technology Instrument Co-__} Acton, Mass......_._-- | Mar. 8 } 56 Cc ft P 
3,456 | Teer Wickwire & Co.._..___- Jackson, Mich ---_-~-- .--| Feb. 28 | 126 Ci 2 
2,938 | Teetz McKay Leather Corp..| Johnstown, N. Y_----.-- | Feb. 15 12 P 
349 | Teichgraeber Milling Co.....| Emporia, Kans-_._.-- -| Nov. 30 | 78 at - 
350 |.-...-. eee ae | I i a el do... 18 T P 
7,134 | Telecomputing Corp. -.-.____- Burbank, Calif | Mar. 23 4. -] PRP 
73 | Telecto Industries Corp......| Long Island City, N. Y_| Dee. 28 | 145 C | P 
2,148 | The Telegraph Press_....._...| Harrisburg, Pa_....._-- | Jan. 30 | 139 Cc D Mar. 19 
2,215 | Telluride Mines, Inc...._....| Teliuride, Colo..........| Jan. 31 | 224 I i P 
2,259 | Tempel Manufacturing Co___| Chieago, Il. -_....-..--- Feb. 1 | 353} C |} P 
6,096 | Temprite Products, Inc__--- | Birmingham, Mich.-...| Mar. 23 | 326; C Pp 
2,793 | Temnessee__......__-. ....| Cooperhill, Tenn __._.... | Feb. 13 675 C | P 
6,609 | Union Die Casting Co., Ltd | Los Angeles, Calif Mar. 23 | 140 Cc} P 
4,079 | Tennessee Central Ry. ‘Co Nashville, Tenn___....- | Mar. 12 | 576 « ee 
787 — Coal & Iron Rail- Birmingham, Ala---... | Dee. 19 41, 525 cio Dec. 22 
road Co. 
a a ak AR Feb. 16| 9,547 oO i 2 
5,338 |.---.do__. idpath tO as SD dewketiaislni Mar. 22] 1,783} C | P 
32 | Tennessee Eastman C orp. _.| Longview, Tex....-.---- | Nov. 6] 5,787 Cc}; C Mar. 5 
BE Binney eit dk cn innehl ny da aibnasd | Kingsport, Tenn.--.-..- |...do. | 755 Cc {| C Mar. 28 
SOR Ad. .. MMiniss ccd Pee ae Heibns hse sabes uttatc ies | Feb. 9 | 8,625 C ieP 
4, 774 | eee pak See ee Ra Ra teh ee atl so | Mar. 20 | 5, 768 C i. P 
1,943 | T ennessee Gas Transmission Houston, Tex.....-.---- Eh eee eS ee 
14 Tennessee Products & Chem- | Rockwood, Tenn _.._-.-- Nov. 2 806 C | C | Dee. 18 
ical Co. | | 
1,707 | Tennessee Steel Corp__.....-- Oneida, Tenn........-.-- | Jan. 19 | 9,580 Site R 
2.513 | Terminal Oil Co. _._. -| St. Louis, Mo.....-.---- | Feb. 7| 160} T | P 
4,285 | Terminal Railroad Maiti bars ORs. nt. conte. Mar. 14/| 1,128; T | P 
| _ tion of St. Louis. 
7,399 | Terre Haute Compressed | Terre Haute, Ind----_-- Mar. 26 | 21; C P 
Steel & Salvage Co. | | | 
1,861 | The Terrell Machine Co., | Charlotte, N. C_......--| Jan. 23 | 118; C |} P 
Ine. | | 
6, 757 | The Andrew Terry Co-_..---- Terryville, Conn___...-- | Mar, 23 318 c | P 
A CR ep ee eee Port Arthur, Tex.......| Apr. 4] 1,286| I P 
1,676 | Texas Barge Line, Inc....---- Houston, Tex._.........| Jan. 18 | 277 i ae oe 
STORIE 3. Fee Gabi dian sesaesns ee aisas da alah ewes Feb. 12 310} T | P | 
4,810 |. 5S Fe ahs ccteewed Sc cae kxeh « ctilsabalsttey sapien Mar. 20 | 225 T Pt 
413 | Texas Bolt & Supply Co. ..--! do ectcee eee. GI 224; C P. | 
5,599 | Texas City Chemicals, Inc_ -- Texas City, Tex.........| Mar. 22] 4,500] ( P | 
7,424 | Texas City Corp__..........- * REA RET | Mar, 26 | 9; C | P | 
2,627 | Texas Eastman Co___.......- | Longview, Tex.........- | Feb. 9] 6,624) C P | 
2,985 | Texas Foundries, Inc_-------- Lufkin, Tex.............| Feb. 16 | wis O41 PP 
305 | Texas Natural Gas Co._.....| Rankin, Tex............| Nov. 27] 435) T | P | 
4,150 | Texas Natural Gasoline Corp_| Jones County, Tex ...-.| Mar. 13 | 1,133 I Pos 
4, 780 | 7 as & New Orleans R. R. | Houston, Tex......-.- .| Mar. 20 | 241 | T 3 
0. | } | | 
4, 781 ed bs ciedcidadedaatamwad United States at large_..|...do_._-.| 131 7 P | 
Ce tin <i Mba concen elit ti eBid | El Paso, Tex......<.....|.- _ 34 T P | 
(5 RS Ga ena A ee eee ‘ Houston, Tex_.........- RAD apis ‘ mT tb OP 
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| Thompson 


nn 49. 
: : 





eee eee et. 
0 > Swe ton Oy On On on © DG on 3 4 


Applicant 


“Tene: Pipe Line Co 


do_ 


3 Texas Vitrified P ‘ipe Co- 
2 | Tex-Mex Towing Co., Inc. 
| Textileather Corp. 


Textron, Inc- -_-_. 
d 


| Thatcher Glass Manufactur- 


ing Co., Inc. 
Thermatomic Carbon Co... 


| Therm-Electric Meters Co., 


Inc. 
Thermoid Co. he 
The Thew Shovel Co. 
_.do 


2| Thiokol Corp 


Thilmany Pulp & Paper Co 


| Thomas Flexible Coupling 


| 0, 
7 | The Thomas & Betts Co_-_--. 


Thomas Steel Co___. 
= — Manufacturing Co 


The ‘i. I. Thompson Co.-_-__. 


Thompson Can Co 


K. W. Thompson Tool Co 

Metal Fabri- 
cators. 

Thompson Products Co., Inc 
..do 
..do 


| Thompson Trailer Corp 


Thompson Wire Co 


9 | Thomson Industries, Inc____- 
56 | Thor Corp_- 
3 | J.8. Thorn Co 


David J. Thorp 


7 | Threadwell Tape & Die Co.- 


Three M Tool & Die Co 


6 | Thurston Chemical Co 
Thwing-Albert 


Instrument 
Co. 


Tidewater Baling Corp 


Tidewater Industries, Inc__- 
Time Oil Co 
do 
do 
Timken 
do eek 
PSs SRL, | <a A 
ss 
..do 
do _s + 
Timken Roller Bearing Co 
..do a 
_.do 
..do 
...do 
oe 
..do 
...do 
..do 


Detroit Axle Co__- 








Facilities location, city 
State 


United States at large. -- 


Dallas, Tex 


Colorado City, Tex ----- 
Wichita County, Tex--_|-- 


Mineral Wells, Tex. - -- 
Houston, Tex. - 


do 
Williamston, 8. C 
Hartwell, Ga 
Anderson, 8. C 


do 
Williamston, 8. C___ 
Cordova, Ala 
Anderson, 8. C_- 

do 


Lawrenceburg, Ind_____- 


Sterlington, La 
Ithaca, N. Y 


Trenton, N. J 
po. Ohio. 


: Fiyria, Ohio 


Lorain, Ohio 
Trenton, N. J- 


Kaukauna, Wis_.._____. 


Warren, Pa 


Elizabeth, N. J 
Warren, Ohio 
Redwood City, Calif. 


Inglewood, Calif. at 
Farmers Branch, Dallas, 


Tex 
Gestun City Park, N. Y 
Portland, Oreg-. 


“United States at large. _. 


Franklin Park, Ill_. 
Mineola, N. Y 
Chicago, I]__. 
Philadelphia, Pa 
United States at large_- 


| Greenfield, Mass__ 


York County, Pa 


.| Atlas, Mo... -. 


Philadelphia, 


Sacramento, Calif 
New ark, N.J 


| State at large, Virginia 


Richmond, Calif 
Seattle, Wash 
Sacramento, Calif_- 
Detroit, Mich. 
Oshkosh, et. 
Ashtabula, Ohio 
Kenton, Ohio 

New Castle, Pa 

Ohio at large ......_.-- 
Canton, Ohio. ._....... 


ee nie j 
Columbus, Ohio... . 


Canton, Ohio 
Zanesville, Ohio_...___- 
Zoarville, Ohio 
Bucyrus, Ohio. 








Date 
filed 


; £25 BS oe es 


No 


Facil- 
ities 
amount 
(thou- 
sand 


dollars) 
| 


5, 383 
5, 019 








Delegate 
agency 


QQ 20 420 090 |a0000009 446 20000900000080H48545 | 


ole 


4 


~~ 
4 





qN0q008RH8000 |8a000o8Q 


0000080800044 








Status 


Soy Uy UYU DDO DD DTT 


WOW VON VVVIYV OV 


oN 


BYOQVYUVTVOVaOVIVO VU 








Date 
certi- 
fied or 
denied 


Mar. 27 
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! | 

Facil- | 
sin | , | ities | g, Date 
: “acilities location, city Jate jamount) o | certi- 

Applicant and State | filed | (thou- | fied or 

sand denied 

| dollars) 


Delegate 
agency 


Timkin Roller Bearing Co...| Canton, Ohio-__._._-- 221 301 | 


| 


do “te a do . , | 857 
Tinnerman Products, Inc Cleveland, Ohio | Feb. 13 | 16 | 

do ....do ee ‘ | Mar. 14} 1,438 
he Metal Manufacturing | Bellefonte, Pa...........| Mar. 6 050 | 


Titanium Metals Corp. of | Henderson, Nev-. Mar. 12 | 14, 163 | 

America. | } 
Titefex, Ine Newark, N. J. _--- | Jan. 289 
Toledo, Peoria & Western Peoria, Tl. | F 230 | 

R. R. 
| Tompkins Rubber Co.__....| Plymouth Meeting, Pa 

Te Tool-Die Engineering | Cleveland, Ohio | 

0. 

P. M. Tool & Manufacturing | Dearborn, Mich. | 

Co. 
Tool Steel Gear & Pinion Co Cincinnati, Ohio... 

do a  - 7 do 

Tools, Inc Newark, N.J 
Topeka Mill & Elevator Co., | Topeka, Kans a 

Ine. 
Toronto Coal Co Jefferson County, Ohio } 
Torrington Co__.. Torrington, Conn 

do lt ee 
Orange, Mass 
eee, Conn 











: do 
Torrington Co., Inc., of Indi- 
ana. 


Torrington Manufacturing | Torrington, Conn 
Co. 


| Towle & Son Co Philadelphia, Pa 
| Towne Talk Co Los Angeles, Calif._.._- 
Townsend Co-. ...-..----| New Brighton, Pa | 
Los Angeles, Calif_- 
Trackson Co Milwaukee, Wis 
Tractomotive Deerfield, Til. 


ene 


ee 
- 


Detroit, Mich 


ih 


_ 
— 
o 


-do South Bend, Ind wn 
Trans Arabian Pipeline Co DO ithe sntcmasenid . 
Transco Products, Inc Los Angeles, Calif 
Transducer Corp Boston, Mass 
| Transformer Engineers.......| Pasadena, Calif 
| Transicoil Corp men N. Y 


Poe 
Zz8E 


83 


Frans “World Mercantile ian ‘Tien, N. Y 

Corp. 
H. A. Trautmann & Co Mineola, N. Y......-.-.- |} 
Traylor Engineering & Man- | Allentown, Pa 

ufacturing Co. 


“ye soon SoS 


Neo 





NEP PHHS 


SEg582E SGERES2 OF 


w 


PONE LE 


asy 


Ea 
& 


The Treaty Co 

| Trent Tube Co 

| Trenton Foods, Inc 
Tresco, I 


| Tri County Fuel Co... ..-.- 


| Triangle Chemical Co. 
| Triangle Conduit & Cable 
Co., Inc. 


Triangle Conduit Cable Co-_- 


Triangle Pipeline Co 


Triangle Tool Co............- 
UN BIO. doncssccsecm ead 


Tri-Clover Machine Co 
Trico Feed Mills, Inc 


Trigon Machine & Tool Corp. 


Tri-Metals Co 

Triplex Corp. of America.__. 
Triplex Screw Co 

Tri-State Board Co 


Greenville, Ohio 

East Troy, Wis 
Trenton, Mo.. 
Addison, Mich... 
Boyers, Pa 

Macon, Ga.._- 

New Brunswick, N. J_- 


Moundsville, W. Va-- 
United States at ae 
U nion, N.J 


Cudahy, Wis_.........- 
Minden, Nebr 
Somerset County, N. J-. 
Oakland, Calif 

Pueblo, Colo thes 
Cleveland, Ohio_- 
Tarentum, Pa 
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Facil- 
ities R Date 
Facilities location, city amount} certi- 
and State (thou- | | fied or 
sand | | denied 
| dollars) | 


| 
| 


Applicant 


Delegate 
agency 


Status 


} 
j 
| 
| 
| 


Tri-State Engineering Co___.| Canton, Pa 5 125 
Tri-State Veneer & Plywood, Memphis, Tenn . 105 


Qo aoa 


Inc. 
| Albert Trostel & Sons Co....| Milwaukee, Wis---__-_-|-- — 315 | 
Troy Aluminum Corp. .._._-| Outside United States___|__.do__...| 19, 500 | 
a .-..-----| Tidewater, Oreg-.-...-.|- j. 64,800 | 
| Troy Storages, Inc_- Fairmont, N.C ; 2 5 82 | 
| Tru-Bor Manufacturing Co.-| Culver City, Calif_.-- | Mar. 78 
3 | The Trumbull Electric Man- | Plainville, Conn- ----. | 1,522 
ufacturing Co. 
Trumbull Manufacturing Co.| Warren, Ohio-__--_----- Mar. 18 
Trunkline Gas Co__.. ..| Houston, Tex ay , 30, 000 | 
Tube City Iron & Metal Co__| Mifflin Junction, Pa | Mar. 334 | 
Tube Methods, Inc___- | Bridgeport, Pa ..| Mar. 4 80 
| Tube Processing, inc_- Indianapolis, Ind _- --- Nov. : 12 
| Tubesales__- ...| Los Angeles, Calif.......| } . 19 | 370 
| Mrs. Tuckers Foods, Inc.___.| Jacksonville, Ill ...| Mar. ¢ , 297 
aie t Sherman, Tex Pacey” A 145 
Tung-Sol Lamp Works, Inc__| Bloomfield, N. J -- » 2 61 
Tungsten Products, Inc |} Duluth, Minn ‘ 208 | 
The Turner Brass Works | Sycamore, Ill_......-----| - 20 | 16 | 
Turner Piston Co Bell, Calif_. b | 27 | 
Tuscarora Oil Co., Ltd_- | United States at large. : 7, 838 | 
Tweedie Footwear Corp. - | Versailles, Mo com . 22 | 37 | 
Twenty Grand, Inc___. | Morgan City, La_---- Feb. 23 | 105 | 
Twin Coach Co ss Buffalo, N. Y___-- I . 23 | 210 | 
Twin Dise Clutch Co_____- Rockford, Il aba , | 970 | 
do_. sd do ? ‘ 418 
Twin Feather Mills, Inc.._..| Kamiah, lowa_... |} Mar. 23 | 151 | 
Twirl Paper Cup Co... .| Chicago, Tl gabe . 16 | 749 | 
Tyson Bearing Corp-_. ..| Massillon, Ohio__--..---| , 145 | Mar. 14 
_.do_. 2 ‘ | } Nov. 15 | 72 Do. 
Uff Machine Co_____- ...-| Upland, Pa-. . 2 2 | 
Uhlimann Grain Co i Gilman, Il__- | 5 | 315 | 
‘leo Holding Corp .| Patterson, N. J I . 23 | 182 
Nitra Chemcial Works, Inc- pO Sete a 82 
inion Bag & —. orp....| Savannah, Ga_.._....-..| Nov. 30 | 18, 000 | 
bs .do Latbelwuthacaset Que 4 3, 045 | 
Manet oe. ” ad do eS RS Feb. 5 | 7,000 
‘nion Barge Line Corp Pittsburgh, Pa ) 
Tnion Bay State Chemical, | Cambridge, Mass 
Ine. 
Inion Carbide & Carbon | Marietta, Ohio 
Corp. | 
do “se Columbia, Tenn. -- 
ee or ee : Kokomo, Ind_. 
ta ee. alee Marietta, Ohio-- 
eens Soy Bishop, Calif___- 
ee Lak ee Niagara Falls, N. Y 
do... en — East Chicago, Ind 
do fe gv cel | Ashtabula, Ohio_--- 
ee ge ee ee 
20.2... ce eee do... << 
ieee eda Indianapolis, Ind_- 
ee ee Le ne Rifle, Colo : 
Ree Se jee Texas City, Tex. 
i eee a See ee do 
| Kanawha ‘County, Fd: 


Onn 


4 


Q 


a 
AROARKESA 
s-4QQ 4 





f 
f 
f 
f 
f 
ft 
f 
t 
‘ 
‘ 
‘ 


COS NPNNNPNE EES rs 


Va | 
is ee | Bound Brook, N. J_----| 
i spe ee ane Bennington, Vt 
es. Cleveiand, Ohio......._.}- 
lee Bound Brook, N, J_..--} 
as tS sae cour) eee ee 
| Kanawha County, 
| Va, 
do OY EECeeS fe | 
| Institute, W. Va__- 
| South Charleston, 
Va. 
Alloy, W. Va. 
Marietta, Ohio_..__- 
Niagara Falls, N. Y 
Ashtabula, Ohio..-.._--.|_-- 
3 ee ee i ape 
Texas City, ee 


i sis iti et Mi ee in ae a did ti 


ee eee oS 





on on 
1 


oor on on 
2d cm tad tad bt et a a De 0 OO 


on 
«ft 


an 
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Facil- 
ities © b> Date 
. Facilities location, city amount ; certi- 
Applicant and State (thou- | & ; fied or 
sand = ~~ denied 
dollars) : 


5,383 | Union Carbide & Carbon | Kanawha County, W. | Mar. 22 &, 417 
| Corp. | Va. 
5, 384 do ae awa do -| 10, 446 
6, 610 ’nion Die Casting Co., Ltd..| Los Angeles, Calif.......; Mar. 23 10 
7, 872 | United Elastic Corp. : Apr. 4 45 
6, 706 Inion Electric Co. of Mis- |.....do...........--- 5% Mar, 2 , 420 
} souri. | 
7, 116 |. do ie ak oe ‘ el ee a do .| 23, 875 
6, 640 Inion Electric Power Co }.....do0 eas --|--.d0 1, 925 
7, 117 do . do si ala do . 20 
6, 684 Inion Equity Co-op Ex- | Enid, Okla os}>.-G0 3, 960 
change. | 
199 Tnion Oil Co. of California Wilmington, Calif Nov. { 
200 _.do . nal Los Angeles, Calif do 
818 ..do 4 ‘ | Wilmington, Calif Dec 
, 050 do ; ..--| Edmonds, Wash Mar. § 
247 do Los Angeles, Calif Mar. 2 
. 292 | The Union Pacific Coa) Co Hanna, Wyo do. 
293 do Stansbury, Wyo do... 
075 | Union Pacific R. R. Co United States at large...| Jan. 
343 do : | North Platte, Nebr Jan. 
244 ..do ; ..| Omaha, Nebr -- Feb 
983 do a | do Feb 
560 do adem abi United States at large Mer. 
370 |.....do Jied ...-| Omaha, Nebr . Mar. 
373 | do ; ; | Grand Island, Nebr Mar. 
..do ; ....| Kansas City, Kans do 
..do ; Omaha, Nebr ..do 
do . Kansas City, Kans do 
do ; Omaha, Nebr... .-| Mar. 
..do ..do ; Mar. 22 
_.do . = | do . do. 
do ; . Council Bluffs, Iowa .. do 
..do Ohama, Nebr _.-..- do 
..do 2 Laramie, Wyo ‘ do 
..do .| Forelle, Wyo_-- onmdiass ee 
do etait ‘ Omaha, Nebr : do 
do Bee United States at large do 
do . Ohama, Nebr aoce| Mar. 2 
_.do a | do do 
do ais . : ..do salle do 
do Wamsutter, Wyo . do 
..do - .| Omaha, Nebr i. ...do 
do f United States at large do 
..do puis jell weinis Kansas City, Kans__..- do 
do Omaha, Nebr do 
do ton aaaind =. . do 
do oo ha a Cooper, Colo z Mar. : 
do ‘se * és Forest Lake, Kans_-. do. 
do spiscantie | State at large, Wyo- | Apr. § 5, 000 
ming. 
| ee a aes _......| United States at large. Mar. 2 80 
do ban wehden uae ‘ ae a 114 
ink dient : do : do 159 
do ; mn Omaha, Nebr sence 214 
do rea | United States at large _do 177 
do... éccgktipaeae ; : _do 29 
_.do__. ..| North Platte, Nebr. ....|...do__._- 80 
do Jiivicwnt SE Pcs dwse ...do 5 6 
..do_... Dix, Nebr dies Ce os 7 
cela i aa ..| Omaha, Nebr : .do : 400 
| Union Parts Manufacturing | Brooklyn, N. Y Mar. 
| Co., Ine. | 
Union R. _...| United States at large.._.| Feb. 2 3, 410 
..do ....-.| Bessemer, Pa . do 222 
5 cnhmaned hietile : Pittsburgh, Pa___. Mar. 2, 859 
oe TS ae ee aa te el ee ‘ 49 
do he do . : ill a : , 408 
Union Meee YS ET , 550 
ae awa 4 ee ; .|...do : 5 
Ma xa Sg ae : _..do 
do . ny ee aad do £2. td natenin }_..do 
Union Tank & Supply Co_..}| Houston, Tex_....... Mar. 
Union Terminal Cold Stor- | Jersey City, N. J_.......; Mar. 
age Co., Inc. 
Union Tribune Publishing | San Diego, Calif 
Co, i 


~~ 
= 


et et et 


on on on 


CO 7 te ee oO NN 


non 


tnont 


on on cn on on 


3 


o 


Don 


el ee Se 


92 
23 


CD om tet bet et et ae OS OO 
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te 
y 


Delega 
agence 


Facilities location, city 
and State 


dollars) 


| 
| 
| 


Status 


1, 567 

2, 807 

4,07 
836 


837 | 


838 


1, 558 | 


3, 571 


3, 572 | 
3, 573 | 
5, 962 | 
7, 532 | 
1, 482 | 
1, 483 | 


1, 853 


7, 525 


653 | 


654 
6, 524 


6, 526 | 


6, 527 | 


é 


6, 981 


3, 385 


6, 482 | 


6, 872 


6, 873 | 
3, 446 


4, 625 
3, 592 


4, 396 | 


6, 165 


4, 768 | 


3, 671 


3, 318 


4,077 | 


1, 341 


5 | United States Pipe & 


| United Flat 


| United States 


| United 


| United 


| United States Lime 


United Can Co., Inc 
United Carbon 


United Carbon Co., Inc__.--- 


United Container Co____. 


United Control Corp_-_---.- = 


United Drill & Tool Corp 
do 
United Engineering & 
Foundry Co. 
do 
do 


ucts Co. 
United 

Corp. 
United Foundries, Inc 
United Gas Corp 
United Gas Pipe Line Co 
United Iron & Metal Co., 

Inc, 

do 


F'ollansbee 


United Smelting & Alumi- | 


num Co. 

United Specialties Co 

do ; 

United Specialties Birming- 
ham, Inc. 

Burke Ma- 
chiae Tool Co. 

United States Cold Storage 
Corp. 

United States Air Compres- 
sor Co. 


| United States Concrete Pipe 


Co. 
States Electrical 
Motors, Inc. 
do a 
United States Foundry Corp 
Groveton Papers Co_--_- 
United States Gasket Co 
States 
Piston Ring Co. 
United States 
Chemicals, Inc. 
do 


Industrial 


United States Lime Prod- | 


ucts Corp. 
Prod- 
ucts Corp. of Oregon. 
do on 
United States Metals Re- 
fining. 


Foundry Co. 

Inited States Optical Corp 

Jnited States Plywood Corp 
do ‘ : 
do 
do 
do 

Jnited States Radiator Corp 


ae - cacao 
Jnited States Radium Corp 
Jnited States Reduction Co 


__| New Village, N. J 


Rolled Prod- | 


Steel | 


j 
Hammered 


| Kansas City, Mo__...- 
RN seeds tts aa 
Milwaukee, Wis 

| East Hartford, Conn_-_- 
| Bridgeport, Conn-____.- 
| East Hartford, Conn_-_-_- 
| do | 
Windsor Locks, Conn___| 
North Haven, Conn. 


| East Hartford, Conn Bod: 


Dallas, Tex -- 


Calcasieu Parish, La___- 
Shamrock, Tex 
Philadelphia, Pa 
Seattle, Wash 
Plymouth, Mich... 

| Chicago, 1] 

| Canton, Ohio -- 





| Pittsburgh, Pa_. 
Vandergrift, Pa 
Chicago, Ill... -. 


Follansbee, W. Va---- 


Wyoming, Pa 

Biloxi, Miss i 
Victoria Cornty, Tex 
Baltimore, Md____-- 


Pittsburgh, Pa___..-.-- 
Hamden, Conn 


Philadelphia, Pa__..-. 
Chieago, Il : 
Birmingham, Ala_. 


Cincinnati, Ohio 
Omaha, Nebr 
Cleveland, Ohio 
Croydon, Pa 
Milford, Conn 


Los Angeles, Calif 
Milwaukee, Wis 

| Groveton, N. H 
Camden, N. J 
Stirling, N. J 


Baltimore, Md 


do . 
Henderson, Nev. 


Portland, Oreg.. 


Edna Bay, Alaska__. 
New York, N. Y..-.-. 


Alamedo County, Calif 


| New Orleans, La_._..- 

Mapleton, Oreg___-.--- 

Kosmos, Wash-_------ 

Portland, Oreg 

Seattle, Wash _. 

Orangeburg, 8. C- 

| State at large, Pennsyl- | 
vania. 

State at large, Ohio 








| Bloomsburg, Pa--_-__---- 
' East Chicago, Ind---. 


414 

1, 365 
1, 195 

| 19, 847 
| 2,691 
| 2,369 
330 

| 16, 800 | 
14, 000 | 
8, 400 
1, 838 
40 

2, 300 
2, 250 
99 

19 

134 

20) 


1, 237 











Q0q00o0000'0'N'0 


nw Or Cr Ore On om Ooo 65 6.5 65 6.5 2.5% &*% eet 


12Q000000009000004 


tn 


aan 
4 


= 


a2 


Rom OO en ee 


=> 
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Applicant 


| United States Rubber Co__- 


| ‘ ae 
| United States Rubber Re- 
claiming Co., Inc. 
United States Safety Service - 
United States Steel Co 
a 





United States Steel Corp 
| United States Steel Products 


; Cnited” States Steel Supply 


| 0 
United States Thermo Con- 
trol Co. 
United States Testing Co., | 
| Ine. 
United States Rubber Co-__-. 
| United Steel Barrel Co 
| United Steel & Wire Co 
The United Tool & Die Co.. 
Universal Atlas Cement Co-_- 





| Universal Ball Co___- 


Daan Sree Steel Corp. | 
d | Bridgeville, Pa........--. |. 


“Universal Die Casting Co_- 
Universal Electric Corp 


; do 
| Universal Exploration Co_. 
| Universal Lumber Co 
Universal Manufacturing | 
Co., Inc. 
Fisher Governor Co 
Universal Moulded 


| Winnsboro, 





Prod- 
ucts 


Universal Oil Products Co-.. 
Universal Products, Co., Inc. 
4 Upp r ee Towing | 


‘do 
| Upson Walton a 
| Utah Canni 


5, 629 | Utah ae 


| 


Facilities location, city 


and State filed 


 ) eaee 
Passaic, N.J.......-... 


Sin 
Chicopee, Mass... 
Eau Claire, Wis-.- 
Mishawaka, Ind-.. 
s.Cc . 
New Bedford, Mass-.- 
ieee ip Oe 
Ciemenne — 


do 
Chicago, 1. 
Manchester, N. H- 
Fort Wayne, Ind.-. 
Buffalo, N. Y 


Kansas City, Mo..-....-| 
Uniontown, Pa. 
i po ae 
Gary, W. Va...-- 
Clairton, Pa 

do 

-do__. , 
Duquesne, Pa.- 
Braddock, Pa-.. 
Munhall, Pa 


_.| Vandergrift, Pa-- 


Dravosburg, Pa , 
Youngstown, Ohio 
Gary, Ind____..-. 
Chicago, Il... - 

Gary, Ind_.. 
Johnstown, Pa 
Dravosburg, Pa- 

Gary, Ind 

Chicago, Il 

Petroleum, Ohio_ - 
Port Arthur, Tex. ---__- |. 
New Orleans, La... -.-.-- 
Pittsburgh, Pa 


Minneapolis, Minn 
Hoboken, N. J 


Detroit, Mich | } 
Philadelphia, Pa__-.----| 
Battle Creek, Mich | 
West Hartford, Conn-.- - 
Fairborn, Onio 

Hannibal, Mo 

Buffington, Ind 

Willow Grove, Pa. 
Titusville, Pa 


Titusville, Pa 
Bridgeville, Pa 
Los Angeles, Calif 
Owosso, Mich. 


Jefferson City, Tenn. - 
Burbank, Calif 
Hillside, N. J 


Marshalltown, Iowa- ---| 
Bristol, Va___.- stald. sce ns 


Mooringsport, La 
Dearborn, Mich 
Minneapolis, Minn. - -_- 


Ogden, Utah 
Scoville, Idaho 


| Goshen, Idaho--.......-- heue 


Date jamount 


dollars) 


Facil- | 
ities © > | Date 
: | certi- 
| fied or 
denied 


(thou- 
sand 


Status 


=~ 





4 


4 


QQ 


| Dec. 21 
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279 | Vander Horst Corp. of Amer- 


Applicant 


| Utica Elevator Co 
| Utiea Mining Co 
Vacuum Melt, Inc 


Valley Center Farmers Ele- 
vator. 
| Valley Dolomite Corp 


Valley Iron Works___.....--- 


Valley Plywood Co 
Valley Towing Co 
| Valvair Corp 
| Van Keuren Co 
| Van Packer Corp 
| Vanadinm Alloys Steel Co 
| Vanadium Corp. of America 
do 
| 
| ica. 
| Van-Vetter, Inc 
| Vard, Ine 


5 | Varian Associates 


| Varnex Seale Models ------- 
| Vassar Electroloy Products 


5 | Vegetable Oil Products Co., 


5, 521 
, 633 | 
, 632 | 

141 
, 296 | 
, 7192 


335 | 


ot 


, 190 


096 | 
914 | 
427 


nw 


110 
955 
956 


047 


> £7 $8 99 G9 $0 wm on G9 


a 


, 934 | 
, 935 
936 
937 
938 
939 
40 
94) 
942 
152 
2, 060 


cron tn 


on 


on oon 


on 


, 654 
, 111 
5, 477 


5R5 | 


3, 255 
, 043 
, 390 | 


R85 | 


4, 571 


4, 572 
608 


6, 568 | 


6, 570 
7, 540 


681 |-. 


O48 | 


351 | 
498 | 


Ine. 
Velte & Co___. 
Vermillion Mining Co 
Verona Mining Co_- 
| Vickers, Ine 
do 
1 T Vickers Petroleum C 0., 
ne. 
Victor Chemical Works. _-- 
Victorville Lime Rock Co 


Victor Manufacturing Gasket 


Co. 
Viewlex, Inc 
Viking Copper Tube Co 
Vineo Corp 
do sa 
| Vinegar Hill Zinc Co- 
Bui — Coal & Coke Co 
es 
Virginia Bride Co 
do . 
7) 
Virginia-Carolina _ 
Cc orp. 
| Virginia Electric & Power Co 
siceee sin keaoretaek scien 
..do 
..-do 
..do 
do 
do. 
do. 
do 
‘Virginia Sme Iting Co... 
iV y oagg Bros. Manufacturing 
0. 
Henry Vogt Machine Co 
do 
| Voi Shan 
Co., Ine. 
John "Volkert Metal Strip- 
pings, Inc. 
The Voss Co 
Vulcan Machine Co 
Vulean Mold & Iron Co 


Manufacturing 


| Co. 
Vulcan Rail & Construction 
Co. 
3 do 
Wkat, Inc 
Wabash R. R, Co 
do 
do. 


Chemical 


Vulcan Parts Manufacturing 





Facilities location, city 
and State 


| 


Date 
filed 


Facil- 
ities 
amount 
(thou- 
sand 


dollars) 
i 


Delegate 


agency 


Date 

certi- 
fied or 
denied 





Utica, Kans 


| Hibbing, Minn 


Greenville, Pa 
Valdez, Alaska 
Valley Center, Kans--.- 


Bonneterre, Mo 


Appleton, Wis. -.......-- 
Junction City, Oreg 


| Greenville, Miss 


Akron, Ohio 

New Durham, N. H 
Buda, Ill 

Latrobe, Pa 
Niagara, N. Y __- 
New Haven, W. Va 
Olean, N. Y 


Seattle, Wash 
Pasadena, Calif 


| Palo Alto, Calif 


Chicago, Il 
Vassar, Mich 
Los Angeles, Calif 


| Lake Odessa, Mich-- 


Ely, Minn 

Caspian, Mich- 

St. Louis, Mo 

Detroit, Mich_- 
Potwin, Kans__.__-.--- 


| Silver Bow, Mont 


Victorville, Calif 
Chicago, Ill 


Nassau County, N. Y 
Cleveland, Ohio 
Detroit, Mich 

....do : 
L afayette C ounty, , Wis 
Vintondale, Pa 

si 


| Roanoke, Va 


Birmingham, Ala 
Roanoke, Va__.- 
Charleston, 8, C 


State at large, Virginia 

Richmond, Va a 

State at large, Virginia. 
—  * 


Chase City, Va-_.---- : 
West Norfolk, Va 
Los Angeles, Calif 


Louisville, Ky 
do 


| Culver City, Calif 


Queens Village, Long 
Island, N. Y. 


New Haven, Conn..--_- 


.| Waynesboro, Pa- -- 
| Lansing, Mich. 


Hazel Park, Mich__.--- 


Wheeling, W. Va 

Miami Beach, Fla 

St. Louis, Mo 
..do. 


State at large, ‘Tilinois___| 


Baltimore, Md____._.- -| I 








138 

1, 968 
325 
97 

54 


412 


241 | 
249 
125 | 


25 | 


82 
54 
152 
150 

1, 161 
5, 729 
454 


19 
156 

2, 456 
24 

99 
207 


885 


235 


527 
162 

1, 050 
204 
450 
71 

85 

27 

19 

52 

1, 065 


2, 650 
3, 000 
9, 862 


14, 390 
2, 200 
12, 600 
17, 500 

825 
1, 265 


393 
661 
309 


51 


12 
41 





31 | 
340 | 
22 | 
510 | 
2, 986 | 


4, 816 | 
145 | 


2, 965 | 


19 | 











| Feb. 


28 





Applications for necessity certificates in alphabetic order (under 


x 
3, 


Wabash Scrap Material Co_- 
2 | The Waco Aircraft Co 
| Wadell Equipment Co 
| Wagner Malleable Iron Co-- 
| Joseph Waldman & Sons___-- 
| Walker Bros.._____- 
|} O. 8. Walker Co., Inc 
| Sol Walker & Co., 


| Wallace & Morley Co___.__-- 


| Wallace & Tiernan Co 


A eee 
7 ye 


| Warren Scrap Iron & Metal 


7 | Warrior & Gulf Navig: ition. 


Warsaw Furniture Manufac- 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 
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8éc. 


Internal Revenue Code)—Continued 


Applicant 


Wagemaker Co 

Vahl Engineering Co-- 

Waldorf Instrument Co 
..do. 

of Miami, 

Ine. 

...do. 


..do 
..do. 





Wallace & 
ucts, Ine. 


Tiernan Prod- 


| Wallerrice Drier Co 
| Wales-Strippit Corp 


| Wallingford Steel Co 


.do 


| Walsh Refractories Corp -- 
5 | Waltham Screw Co 


Walton Emmick 
Walton-Viking Co 
Walworth Co-_. 


| Wamser Stewart & Vaughn 


Manufacturing. 


3 | Wannalancit Textile Co____. - 
3 | Wapakoneta Machine Co__-- 
| W. P. War & Sons ; 
| Ware Laboratories, Inc 


Warner Co 
-do_. 


5 | Warner Lewis Co 


.do 


| Warner Manufacturing Corp 


Warner & Swasey Co 
do.. 


“Warren Car Co-- 
65 | Warren Petrole um C on. 


Sicisads «akc doa 
a eS NE a Be 
..do 

do 

..do 

do 

..do 

do 

. D. Warren Co... 


Co. 
Warren Tool Corp... ...--- 
Co. 


turing Corp. 
Washburn Wire Co 

«nae. 
Ws ashington Aluminum C 0., 

Inc. 
Washington Lumber Co 

do 

The W ashington Terminal | | 

Co. 
Washington 

Inc. | 
Washington Veneer Corp. - -- 
Waste Material Co- 


Times-Herald, 


Toledo, Ohio 


| Phillipsdale, R. I. .__- 





Waterbury Rolling Mills, Inc. 


83762—51—pt. 1——66 


Facilities location, city | 
and State 


Troy, Ohio 

Garwood, N. J 

Grand Rapids, Mich_- 
Decatur, I] 

Brooklyn, N. Y 
Irvington, N. J...--.-.-} 
New York, N. Y_----- 
Huntington, N. Y-_-_--- 
Conshohocken, Pa. 
Worcester, Mass- -.--_-- 
Miami Springs, Fla_-_- 


Fairgrove, Mich __ 
Sebewaing, Mich. 
Elkton, Mich. 
Gagetown, Mich 
Belleville, N. J 
BMD it ds cclted. 


Waller, Tex. ___- 
North Tonawanda, 
N. Y. 


mene, Conn 

ac Sas 

Vandalia, Mo_...._.-- 
Waltham, Mass.__-____- 
Burbank, Calif_- 
Kansas City, Mo_____-- 
South Boston, Mass-_- 
Nashville, Tenn... _- 


Lowell, Mass... 





Wapakoneta, Ohio 

Pensacola, Fla : 

Dewees a. aS 

BREVIS TOS coos penne 
do 

Tulsa, Okla.- 

4 Ak be 
Newark, N. Be te 
Clevels and, Ohio_- 

1 
Warren, Pa- 

Tulsa, Okla___- 

United States at large_- 
Breckenridge, Tex__-__ 
Tulsa, Okla 

Antioch, Okla_....._..- 
Lindsay, Okla 
Maysville, Okla__- 
Holliday, Tex 

Te Se 
Mobile, Ala__.- 


Cumberland ‘Mills, ai , 


Maine. 
Warren, Ohio. ____. 


do 


Warsaw, Ind 


“United States at large.._..| F 





New York, N. Y 
Baltimore, 


do 


Bowling, Va 


Washington, D. C_ 


Olympia, Wash 


| Michigan, Ind. 


Waterbury, Conn__- 


-|} 


Ma. ta 


Date 
filed 


Facil- 
ities 
amount 
(thou- 
sand 
dollars 


Date 
certi- 
fied or 
denied 


2 402 


AAA AARAAS 


402 


TARA 


ag OP eae 
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Applications for necessity certificates in alphabetic order (under 
Internal Revenue Code)—Continued 





| o. 
7\| A.W. & W.M. Watson Co_. 


5} | Watson, Stillman Co-. 


| Watts Regulator Co. - - 
| Wausau Paper Mills Co 


| Jarvis B. Webb Co 


Weatherhead Co 
. -d 


Applicant 


j 


Waterfill & Frazier Distillery | 
Cc 


Watson, Flagg Machinery 
Co., Ine. 

Watson Manufacturing Co., | 
Inc. 


Waverly Mills, Inc- 
Wayne Wire Cloth Products, | 
Inc. 


‘The Wean Engineering Co., | 


Inc. 
Wean Equipment Corp 
Wean Manufacturing Co 


. A. Weaver Co. 
W eaver Manufacturing Co.. 





Webber Gage Co. 

Webber Tanks, Inc 

Weber, Knapp Co 

Weber Showcase & Fixture | 
Co. 


a i OF ae 
Webster Electric Co_-.._____-| 


Webster Spring Co_- 
Warren Webster & Co 
Wedler Bros., Inc 


| Wehr Steel Co 


2 911 
3, 984 
2' 643 


2, 477 
15 
125 
115 


5, 273 
, 200 


647 
3, 550 
1, 440 | 


6, 383 | 
6, 629 
7,379 | 


Weisner-Rapp Co., Inc 
Wel-Met Co. 
Welbilt Stove Co., Inc. 
Wadesboro Fertilizer Co 
W.M. Welch Manufacturing | 

Co. 
Weldon Mills, Inc- -. 
Weldox Equipment Co., Inc. 
Welex Jet Services, Inc 
Paul Welles, Jr... 
The hed allingford Steel Co 

ao 


“Wellman Engineering Co----| 


S. K. Wellman Co--.- 


Ww <iisy ille Fire Brick Co. __-- 
Wendelight Corp 
Wendt-Sonis Co. 


, do. eat 
Werner Machine Co., Inc... 


R. D. Werner Co., ion’: 
.do.. 

West Boylston. Manufactur- | 
ing Co. of Alabama. 

West Coast Fast peer tne! 

West Coast Pipeline Co-_- 

West Co-_.. 3 

West Michigan Steel Found- 
ry. 

West Penn Power Co 


West Point Manufacturing | 


Co. 


| R. C. West Tool & Die Corp-| 


West Steel Casting Co--_- 
West Texas Gulf Pipe Line 
Co. 





West Texas Utilities Co... ._-. 
Ww = View Grain Co 


Facilities location, city 
and State 


Bardstown, Ky 
Newtown, Pa 


Paterson, N.J.........- F 


Jamestown, N. Y 


| Wausau, Wis........... |} 
| Lawrence, Mass 


Brokaw, Wis__.-_- 
East Laurinburg, N.C. 


Kalkaska County, Mich_| 


Cleveland, Ohio- ~~... | 
| Warren, Ohio 
| Antwerp, Ohio 


Syracuse, Ind 
St. Louis, Mo 
| Springfield, I] 


.| Detroit, Mich 


Cleveland, Ohio. - 
Bucksport, M aine_ 
Jamestown, N. Y 
Los Angeles, Calif 


Racine, Rat Rp te | 
Webster, Mass..-.--_-- Ey 
|; Camden, N. J | 


Cleveland, Ohio 


Milwaukee, Wis-_---...- 


Buffalo, N. Y 
Kent, Ohio. - - 


ney Maspeth, N. es ierern 
| Wadesboro, N. C 


Skokie, Il 


Emporia, Va 
New York, N. 


| Corpus Christi, Tex.-...| } 


Wake saea' N.C 


Clev el: and, Ohio. ie 


: do. 
_.| Bedford, Ohio... 
| Los Angeles, Calif.......} 
do 


“Wellsville, Maine 
Albertson, N. Frirrensen 


Hannibal, Mo- 
do 


Passaic, N. J_. 
| Greenville, Pa_ | 
Pace neal cians sei ; 
| Boylston, Ala 


Spokane, Wash 


| Snyder, Tex. 


Phoenixville, 


Muskegon, Mich-...-.--| 


Milesburg, Pa... 
Langdale, Ala 


Depew, 
Clevel oa Ohio 


Colorado City, BK aches 


Eldorado, Tex 


Pocahontas, lowa..-..--| ; 


Facil- 
ities 

jamount 

| (thou- 

sand 

| dollars) | 


1951 


sec. 124A of the 


Delegate 
agency 


Date 

certi- 

fied or 
denied 








117 


14 
84 


47 


47 | 











aa 4 





Q|anaaan 4 


qa 


elolelelelelele) 


Ase O00 OF ROR 08000 








S 


PANNA NAN NNNNNANNANNANNNNANNS 


Ne DON ON NN NNN NN NII D> 


on 


i -3 on ono 


£9 £2 9 9.9 et tt 
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wun 


2 GP GP GO GO Gp GO GO GP GO Go Go BP GO o> 
SRSSSSSSSESeSSSeSeE 


oe 
& 


3, 
= 
4, 
= 
‘> 
> 
4» 
~ 
4s 
4, 
- 
‘ 
” 
‘y 
~ 
ty 
4, 
‘y 
4, 
= 
‘, 
‘s 
‘, 
‘,¢ 
‘> 
‘ 
‘, 


mt mao cn oon 


ONS OY N RUN NNNNNNNNN > 
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Internal Revenue Code)—Continued 


* | “Go Virginia Pulp & Paper 
50. 


--| North Charleston, 8. C- 


I Fan cial bet aa 
West Virginia Stee] & Manu- 


facturing Co. 

West Winds, Inc 

Westberg Tool & Manufac- 
turing Co. 


Westchester Color Co., Inc... 


Western Alloyed Steel Cast- 
ing Co. 

Western Automatic Machine 
Screw. 


Western Boat Building Co-___- 


Western Cottonoil Co___-.--- 
di 


$33 |... 


824 | 


826 


827 | 
, 828 | 
b, 395 | 


075 


O77 
078 


080 


082 
454 
088 
258 | 


276 | 
; 


441 | 
074 | 


076 |. .- 


“San Joaquin Cotton Oil Co 
Western Cottonoil Co. 
do_. 


Western Door & Plywood 


Corp. 
Western Fruit Express Co- 
Western Gear Works..--- 


do 


079 |__- 


081 |...- 


“Western Grain & Feed Co 


; --| Fresno County, Calif 
: Coalinga, Calif’ Wee dae ie 


Western Hydraulic & Serv ice. 


Western Oil & Fuel Co___-- 


The Western Ry. of Alabama_| 
do 


| “Western States Refining Co_- 


The 


Western Union Tele- 


| 


Facilities location, city | 
and State | 


| Luke, Md 
Mechanicville, N. Y- 


do 
“Covington, Va 
San Francisco, Calif_.--_| 
Bridgeport, Conn 


Larchmont, N. Y 
Minneapolis, Minn -- --- 





Gaines County, Tex-__-| 
EE SL. clenbawewenna 
Saragosa, Tex 
Van Horn, Tex-......-.-.- 
Dell City, Tex---.-. 
ea County, Ariz_ 

0. 





“Pina County, 
..do 


Huntington, W. Va-. “ti 
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Date 
filed 


. 16 
. B 
. 22 


Avis. :...] 


Laveen, ae 


“| Pinal County, Ariz 


| 
| 
| 
} 


Lamont, Calif 


_.| Fresno C ounty, Calif 


| Kern County, Calif...__|_- 


| Woodville, C alif 
Brawley, 
El Centro, Calif 

Milwaukee, we... 


| Washington, D. C___...) 
Seattle, Wash_..........] 


New England, N. Dak... 
Los Angeles, Calif 
Minneapolis, Minn -._-_. 
Atlanta, Ga 

United States at large. _. 
Atlanta, Ga 


| Atlanta, Ga 
..do 


Portland, Oreg 
New York, N. 
Cleveland, Ohio___- 
Washington, D.C. 


Kans. _ 





United States at large. --| 


.| United States at large.-.| 


ee ce ta. 


..do 


| Facil- | 


ities 
amount 
| (thou- 

sand 
dollars) 


25 | 5,200 
2 4, 100 
20, 000 

2, 700 


4, eae 


| 13, 167 | 
3, 014 | 


24 
6 


..do_. 


|_..do0 


..do 
..do 


| _.do. 


..do 


do__. 


do 


| Feb. 


Mar. 


Jan. 
| Feb. 


Mar. 
| Mar. 
Mar. 
| Mar. 
xa adiiehcaneaibecheeee eo 
“North Salt Lake, Utah..| 


Jan. 


“ -|-- do. _. 
pei o% 

do Arlington, Va. ~onecne=--}5 do. 
| Westholt M: anufacturing, Inc.| Wichita, 


| Mar. 
| Westinghouse Electric Corp -. 


Jan. 


do__._.| 


10 
15 


32 
17 


6,000 | 
572 | 
254 | 
448 | 


25 


7 
210 


1,093 | 
1,300 | 


2, 500 | 
130 | 
480 | 


19 
16 
7, 000 
* 12,010 


23 | 
3 


7 999 | 


13 | 
3 | 


402 


Dip PP PP PP PP mm PP 


LMAAAAAAA. > 
Be 0O890000000°99 4 


4344483 


AA Ar = 
2OGHeaago OQ 


ar 
4 


Date 

certi- 
fied or 
denied 





1038 


Applications for necessity certificates in alphabetic order (under 


1, 
1, 


2 


621 


044 
2 235 
919 


5, 865 
», 268 


5, O85 | 
, O86 | 


. O87 
, OSS 
, 759 


. 760 | 


5, 761 
2, 896 


odd 


», 265 


, 518 | 


5, 
7, 


6, 


i, 
I, 


9 
- 


6, 
6, 


5, 


244 


419 


099 | 
796 | 


498 | 


499 


132 | 


327 
328 
092 


5, 131 
5, 132 
, 133 
5, 327 


, 450 


229 


2, 234 


on 


~ 


PIR PNM HSS Se 


228 
0u9 
163 
626 
O76 
893 
252 
924 
897 
567 


, 949 | 


196 


Internal Revenue Code)—Continued 


Westinghouse Electric Corp 


O65... 
exo é~ 
do_. 
Dass. 
do 
do. 
....d0 
Jee. 5 
do_. 
do__. 
do 
do - 
Westmetal Products Co 
Westoil Richmond Termi- 
nals Co. 
Westoil Terminals Co 
Weston Electrical 
ment Corp. 
ob EDs boa 
..do ‘ 
Weston Hydraulics, Ltd 
Wettlaufer Manufacturing 
Corp. 
Weyerhauser Timber Co 
..do_- 
_do 
do 
do 
The Western 
graph Co. 
Weyerhaeuser Timber Co-___- 
..do Fi hak iy 
tO. 
.-.80.-. 
Wheaton Brass W orks...__. 
Wheaton Glass 
Westinghouse Electric Corp 
T. C. Wheaton Co : 
Wheeler-Evans Grain, Inc 
Wheeler Van Label Co 
Wheeling & Lake Erie Ry Co 
Wheeling Steel Corp 
do... 
do ; 
Consumers Mining i. cc«. ; 
Wheland Co. ett 
S. B. Whistler & ‘Sons, ‘Inc... 
Fred Whitaker Co 
vor Fuel Corp... 


Instru- 


Tele- 


‘Union 


715 | 
6, 484 


406 | 


, 949 
3, 950 
5, 224 
, 841 


, 958 | 
704 | 
3, 203 | 


, 903 | 
5, 959 | 
406 | 


699 


J. M. Ww hite, Inc 
Wheeling Steel C orp 
The White Motor Co-. 
-do 
White Motor Co--_-_- 
White- Rogers Electric Co___. 


do 
White Roth Machine Corp--. 
White Star Paper Co 


Whitehead Bros. Rubber Co_| 


White Motor Co-...-_- 
Paul M. Wiener Foundry Co. 
Wm. Whitman Co., Inc 


+ i eee 
5, 430 | 

5, 431 
», 432 


», 471 | 


417 


Whitmore Oxy ge OOo. 
| Whitney Blake Co 


357 | | 
, 441 
3) 074 | 
3, 080 | 


1040 


-| Union City, 


| Detroit, 


“United States at large. A 





Facilities location, city 
and State 


Anne Arundel County, 
Md. 

Pittsburgh, Pa 

East-Pittsburgh, Pa__-- 
Ind 

Bowling Green, Ky__-_-| 

Trafford, Pa... 

Attica, N. Y.-- 


.| Lester, Pa 
ois OO 


Pittsburgh, Pa 


-| Wilkes- Barre, Pa........} 1 


Baltimore, Md_--.- 
Metuchen, N. J 

Los Angeles, Calif 
Richmond, Calif... — 


San Pedro, Calif. . 
Newark, N. J 


..do 


CE Se ey ae ee aks, 
North Hollywood, Calif 
Mich.. 


Everett, Wash 
Longview, Wash 
Springfield, Oreg 
.-do.. 
do 


Springfield, Oreg 
...-do-. 

North Bend, Oreg 
Springfield, Oreg 
Union, N. J__- 
Millville, N. J 
Lester, Pa- 
Millville, N. J 
Groom, Tex__- 
Grand Rapids, ‘Mich.._- 
Huron, Ohio-- 





Beec h Bottom, W. Va... 


“Harmarville, Pa 


Chattanooga, Tenn 


Philadelphia, Pa 
— BD cbc cdncina 


'p Shiladelphia, Pa 


Follansbee, W. Va 
Cleveland, Ohio 

sie pie 

Kansas City, Mo 

St. Louis County, Mo_. 
St. Louis, Mo 

Lorain, Ohio 

Prescott, Ark 

Trenton, N. J 

Denver, Colo 
Muskegon, Mich...._-.-| 
Lawrence, Mass 


“Salt Lake County, Utah.|_- 


Hamden, Conn 





_do 
Van Nuys, Calif 
Chattahoochee, Ga 


Date 
filed 


} | dollars) 


| 11, 


24, 
| 18, 
6, 


DEFENSE PRODUCTION ACT AMENDMENTS OF 


515 


| 


500 | 


250 
75 


16 


425 | 
349 | 


, 215 


341 | 


135 
327 


285 | 
», 400 | 
9 | 


495 


822 


500 | 


556 | 
118 | 
67 | 
183 


9, 125 
2, 469 


3, 256 | 
, 492 | 
318 | 
892 | 


407 


, 492 
. 296 
, 650 


, 837 


407 


5, 000 
1, 445 


299 | 


eee 


167 


2, 033 





92 
986 
530 


500 | 
2, 750 


ll 
400 


800 | 


3, 750 


413 
59 


, 2 


113 
122 
917 
219 


21 


213 | 
13 | 





1951 


sec. 124A of the 


ae 


rors odd 








DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 








Date 
certi- 
fied or 


denied 


Feb. 28 
Mar. 10 


$999 So po POND 
Serer 


~~ 
a a. 
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Internal Revenue Code)—Continued 


| 
Facil- 
ities : Date 
| Date jamount) 32). certi- 
filed (thou- | 3 fied or 
sand 2a 8 denied 
dollars) 


Facilities location, city 


Applicant and State 


| Wichita Precision Tool Co...| Wichita, Kans_._....--- 
| Wickes Engineering & Con- | Camden, N. J 
| struction Co. 
The Wilcolator Co | Elizabeth N. J 
5 | Wilcox Electric Co., Inc Kansas City, Mo 
Wilcox Forging Corp | Mechanicsburg, Pa--- - 
7 | The Wilcox-Gay we Charlotte, Mich 
5 | Wilcox Oil Co._..._- ....| Bristow, Okla 
| Wilkoff Co-.- Youngstown, Ohio-_-_...- 
| 8. Wilkoff & Sons Co | Cleveland, Ohio. 
Willard Machine Co | Buffalo, N. Y 
Willard Smelting Co., Inc____| Charlotte, N. C 
Ww | sn Bowman Rubber | Cicero, Ill 


mean be 60 
RozrNsSnaWoa 5 


t 


Ww ‘iliams & Co., Ine Cleveland, Ohio-._- 
| Williams Hs ardware Co._..___| Minneapolis, Minn- - 
| J. H. Williams & Co J 
242 | Williams Lumber Co 
5 | C. G. Willis Norfolk, Va 

| C, K. Williams & Co__ | East St. Louis, Ml 

Willys-Overland Motors, Inc Toledo, Ohio 
Wyatt Metal & Boiler Works.| Houston, Tex 

Ww — & Co., Ine Chieago, Nl) 
ass ao 

Wilson Steel & Wire Co_.___.|_- 

Thomas Wilson & Co., Inc Port Jefferson, N. Y- 
Wilson Transit Co East north central 

Cleveland, Ohio 


bo he to O2 be 
&S 3 


t 
of ne 


> 


~ te 


PAL AEE MS b 
nn errr: 


S99 se pono 


| Wimmer P ittsburgh, Pa 
| W indinet Manufacturing | Windsor, Vt- 
| Corp. 
| D. E. Winebrenner Co., Inc..| Hanover, Pa 
Winslow Manufacturing Co__| Cleveland, Ohio. 
| Winter Bros. Stamping Co Detroit, Mich 
| Winter Garden Freezer Co., | Bells, Tenn. - 
Inc. 
| J. R. Winter Pressed Steel | Napoleon, Ohio 
Co, 
Winthrop-Stearns, Inc_. | New York, N. Y 
|} Winton Lumber Co _| Martell, Calif 
| Wisco, Inc_ ._- _.| Dearborn, Mich 
| Winpower M: anufacturing C o.| Newton, Iowa 
| Wisconsin Central Ry. Co_..| Minneapolis, Minn. 
Wisconsin Centrifugal Penal | Waukesha, Wis. 
dry, Ine. | 
Wisconsin & Michigan | East north central 
Steamship Co. 
: do |____.do 
5 | Withrow Die C asting Co_. Burbank, Calif. 
| Wohblfahrt Engineering & | Center Line, Mich 
| Manufacturing. | 
Welex Jet Services, Inc Fort Worth, Tex 
5 | Wolverine Diesel Power Co__| Detroit, Mich 
Alan Wood Steel Co : Conshohocken, Pa- - 
Wolverine Fabricating & | Inkster, Mich 
Manufacturing. 
Alan Wood Steel Co... Conshohocken, Pa. 
J. M. Wood Manufacturing | Waco, Tex... 
Co., Ine. 
Wood Mosaic Co. ; | Louisville, Ky- 
..do. : Jackson, Tenn... u 
do Huntington, W. Va.... 
| Wood River Oil & Re ‘fining | Baton Rouge, La 
} Co. 
. do... tary, Ind 
Ww oodbury Manufacturing v ilkes-Bs irre, Pa 
| Co. 
Woods Drilling Co t West south central 
Woodward Iron Co...._. Woodward, Ala 
do. = Mulga, Ala is 
do a Pyne Mine, Ala 
do... a Woodward, Ala 
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Applications for necessity certificates in alphabetic order (under 
I Revenue Te 


Facil- 
ities 
Date jamount 


Applicant 


W. A. Woodward Lumber 
Co. 
*) ae Manufacturing 


World Tool & Engineering Co 

Worth Manufacturing Co__. 

Worthington Pump & Ma- 
“do Corp. 


| Ww right & Hawkins, Ltd. 


Wright Machinery Co 

hited: arisen Chemicals | 
Bod bea 

Wyatt, Inc 

Ww care Metal & Boiler Works. 


5a el 8 ai ae 
X-Ray Engineering Co---- 
| The Yoder Co_.-.. 


Yolo Steel & Metal Co 


York Electric & Machine Co. 


9 | Young Bros., Ltd 


73 | Youngstown & Northern 
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| Youngstown Alloy Casting 


Corp. 


| Youngstown Foundry & 


Machine. 


Youngstown Manufacturing, 


Inc. 


Youngstown Mines Corp. --- 


do 
R. R. Co. 


peels clane i 
| Youngstown Sheet & Tube 
Co. 


Zalk Josephs Co.. 

Zallea Bros 

Zenith Dry Dock Co 

Zenith Foundry Co 

Zenith Plastics Co 

Zenith Radio Corp 

Zephyr Manufacturing Co-- 
Ziegler Stee] Service Co- .--- 
Zollner Machine Works, Inc. 
Zenith Cooperative Grain Co. 
Zul Machine Works, Inc 
Zwicker Knitting Mills--.- 
Wheeling Bronze Casting Co 


DEFENSE PRODUCTION ACT AMENDMENTS OF 


Facilities bos Segation, , city 


State filed (thou- 


| Cottage Grove, Oreg..... Apr. 2 


on 


Sunnyvale, Calif 


Pieatoway “Teeraakla 

N 

Harrison, N. J_.-- Jan. 4 
i 





Buffalo, N. Y 

Caldwell, N. J 

Wood Rid Ny. Ap Mirai (en 
Garfield, N. J- it 
Beaumont, Tex__- 
Durham, N. C_. 
Ween: Mich. 


_| New Haven, Conn._.__- 


Dallas, ess es 
Chicago, Tll_.......--. ; 
Ambridge, Pa........--. 
Harvey, Il 

Worcester, Mass. - 

Marin County, Calif_._- 
Cleveland, Ohio 
Sacramento, Calif 

York, Pa ; 
Portland, Oreg__ 

Y oungstown, Ohio---- 


Cuyuna, Minn 
Bessemer, Mich.....-..- 
United States at large. 


.do 
East Chicago, Ind_. 





Vienmiewn, Ohio 
Duluth, Minn 
Wilmington, Del 
Duluth, Minn 
West Allis, Wis 
Gardena, Calif 
Chicago, Il. 
Englewood, Calif 
Oakland, C Calif 
Fort Wayne, Ind . 
Zenith, Kans 
Lindenhurst, N. Y 
Appleton, Wis 
Glen Dale, W. Va 
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fied or 
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(The following was inserted in the record as a result of the dis- 
cussion on p. 465.) 


Summary of all applications for financial assistance as of May 15, 1951 


(Norr.— Denials and withdrawals not recorded) 


Number of loan applications 

Total amount of loans sought De sa 

Number of procurement contracts recommended or pending 

Total amount of purchase contracts recommended or pending_ - $813, 

Number of tax amortization cases 

Total amount of amortization cases 

Number of exploration applications _ _- barn bi 

Total amount of exploration applications __ __- 
Government share 


$240, ; 


$1, 409, « 


$7, 
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Number 








|} Al. C, 
| Mauricio Hochochild 
_.| United States Tin Corp 
Grandview Copper Mining 


~-| Sunrise Mining Co 
| W. H. Hollaway 
__| W. A. Hare 
| Frank Davenport 


_| George C. 
Gem 


__| Superior Fluorspar Corp..-- 
| Melivee Idaho Phosphate 


| Taylor Knapp Co. ---.- 

| Chas. F. Hawkins 

| Leon Heraux.- 

| Tungsten Association, Ltd_. 

| Mannitomas Portland Ce- 

| Medusa Portland Cement 
Commonwealth Lead Min- 


| Arizona Metals Co 
| E. A. Baumgartner 


__| United 


| Vernon F. Fay. 


Name of company 


Chief Consolidated Mining 


Co. 
—— Salts & Metal, 
Ltd. 


| Lone Star Steel Co 


American Diamond_. 


35| Lehigh Portland. Cement 


Co. 
Southern 
erals Co. 


California Min- 


| Silver King Div. Co 
| Brown & Root, Inc 


Western Copper Co., 


| Fredericktown Lead Co__- 


MacArthur 
Inc. 
A. R. Rhine 


Mining Co., 


L. M. Mertz, et al 

Le Garde Higginson 

Chas. F. Williams. _..___- 

Geo. W. Lane, Deep Rock 
Co. 

Consolidated Mine Co 


| Badger Mining Co 


Col. John H. Doherty 

Alto Mining Co 

Arizona Metals Corp 

Bonita Mining & Develop- 
ment Co. 

Uranium Co. of America-.--- 

Crystal River Road Co 


Co. 
Geo. Rice_- 


L. L. Heeler 


Consolidated Mines & 
Smelting, Ltd. 


Darrah. 
State Consolidated 
Mines. 


August Baschmann 


C. Playter 


Co. 


Ohio Manganese, Inc. -- 
ment Co. 


Co. 


ing Co. 


Joe Bowers Mining Co 

Merit K. Burous 

Byrd Mining Co__.......-- 

St. Christopher Mining & 
Milling. 

J. P. Steele 

Minerals Reserve | 
Corp. 

Feder: al Mining & Milling.. 





C. W. Gregory and Lester 
Cahill. 
eS ! 


List of applications for 


Name of mine 


Chief Consolidated, et al___- 


Silver Knight 
Oronozo-Duenweg 
Bluebird 

Vaile mines _ - 

Payton, Stockpf, Swalley 


Robinson Group, 
bank. 
Kansas City and Berkeley. 


Snow- 


Silver Star, Utah Leader___- 


San Pedro 


Alice Blue et al. 
Tennessee 
Pride of Bonita 


Empresa Minera_.--.-- 


Pope Shenon..-.........--- 


Property Nos. 1 and 2__----- 
Jib mine _.-_. ee 
Blue Jay 

Warm Springs-- 
Crescent - 


Big Pine Group-.--- 


Golden Amella, [ron “King. 


Gem State 


Betsy Caub and George | 


Washington. 
omen k Seven Lease 





Arkansas 
Florida 


California 


Arizona 
Missouri 
Arizona 
Missouri 


a ee 
J re 
New Mexico. - 


| Kansas 


Missouri 


do-. 
Texas -_-- 


Arizona 


..do 


“Colorado 


do -- 


Florida. 


Montana.._.-- 


_..-| Bolivia 
Lost River Tin...........- af 
| OD. < cuoee 


Alaska. .__._-_- 


do ae 
Montana 


| Oregon....-.-- 


Montana.. 


_| Oregon 


Montana... -.-- 
Idaho 


Washington._-.-- 


Missouri - - -- 


| Montana... ----| 
RMN o comawes 


Montana 
Oregon. 


| Montana 


California. ------ 


| Ohio. 


Wisconsin___----| 


Summit Alpha 
Royal Lode 


| Joe Bowers 
| Moss Flower. 


Duquesne 


| Gila Monster -- 


Sunnyside Group 


| The Kirb Calhoun 


Uae .| 


The Cora 


Sunshine 


| Arizona 


Colorado 


PU ORe. idue 
| Colorado-. 
| Arizona... 

New 


Tviexico . . 


Arizona 


wae diceted 


Colorado... .-- 
New Mexico----. 
Colorado. ---- 
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financial assistance as of May 15, 1951 


Metal 


Pe eee os 


Cobalt 


Diamonds 
Cement 


Uranium 
Lime 
Pb, Zn 


Pb, Zn 


Pb, Zn 
Pb, Zn 


| Pb, Zn, 
Pb, Zn. 


W, Cu.-.- 

eee 
Fluor. .---. 
Phos 


Mn. ou 
Mn, Co 


Cement 


mollllcsteateteittted sooo } 


Cu, Pb, Zn 


“Pb, Zn... 
Pb, Zn.. 





Paseo tak in sare 


50, 000. 00! 
, 280. 00 
| 


PEI. ccaccucces) SGA 
NTN casa 


"375, 000. 00} $7,980,000; 


25, 000. 00) 


, 000. 00| 


, 700. 00 


000. 00 


i 
, 000. 00} 


1043 





Purchase 
| contract 


Tax amor- 


tization Explora- | 


ic . 
ton Denied 


| 


5, 1951 
. 15, 1950 


5, 1951 





Feb. 1,1951 


18, 000. 00 





~-|-------- 


Dec. 


12, 1950 


, 000. 00) _ aR Re ee ae 
2, 400, 00 naa ; . ; . ce. | 


5, 1950 
y 10, 1951 

18, 1950 
y 10,1951 


2, 1951 


, 000. 00! 
, 000, 00 
, 000, 00) __ 


. 000. 00 


5,000.00! 1, 201, 500 


RM, TO 5s) suet cassis 


3 


10, 000. 00} 


15, 1950 


| Mar. 8, 1951 

5, 1951 | 
Jan. 12,1951 
Sai aietare | 





Date 


| Withdrawn 


.-| Mar. 13, 1951 





he 


| 
} 


\I 


| 
| 


ee ee ee ee 


on et 


a 
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Number 


79 
80 


' 
81) _. 


82 
83} 


».M.A.| T.A. 


Name of company 


Sheldon Heath __- 


_.| Anaconda Lead & Silver Co 
| W. F. Moenke- . 
| Basie Reduction Co---.-.---- 


| R. F. Mahoney..---- 


Maurice M. Marshall___- 


wal United States Ferro Metals 


Corp 
W. J. Bullard, Ine 
The Dolite Co 
-do-_. : 
Harvey J. Stevenson 


| Minera Fernandez 
| Eureka Corp., Ltd 


L. Pace 


| EB. E. Stauffer 


222 
223) 


237 


212} 
230) 


ee 


96! 
97) 
98) 
99) 
100) 
101) 
102) 


116) 


117} 


George 8. Barton 
Northwest Magnesite 


Harbison-Walker Refractory 

Continental Sulphur & 
Phosphate. 

United Minerals Reserve - - - 

Central Metal & Hide Co--. 

Potash Co. of America 

W. F. Snyder & Sons Co.-- 

Bethel Corp 


| Combined Metal Reduction 


Co. 


| W.C., Brinner......... 
| The Hawaiian Cement Co- 
| Mt. Wheeler Mines, Inc_--. 
| S. E. Pratz__-- 
| Utility Mining Co 

_| Wm. E. Robertson 


--| Spartan Aluminum Co-.---| 


297| 
303) 
325 


Contact Mining Co___- 
Calaveras Cement Co 
Armco Steel Corp rae 
George Sail Metals Co., Inc 
The Dolite Co_.........--- 


326|_. 


327} 
328 
339) 


ee hibit ani 
National Gypsum Co-__- 
Continental Sulphur 
Phosphate. 


| Victor L. Gould -__._---- 


| Morris C. Scherer_.....---.-.| 


Day Mines, Inc 


| New Park Mining Co - 
| North Butte Mining Co__- 


| Lemhi Union Co_. 


Callahan Zine-Lead Co_-- 


| Copper Star Mining Co_---. 


Oro Mining Corp... ..-.-.-- 


| 
383 


384) _- 


| 





New Quincy Mining Co_- 


| Cleland N. Conwell__.....-- 


Lupton Mining Co 
Huron Portland Cement.-. 


Raindor Gold Mines, Ltd_-- 


Donald F. McGrew 


Nevada-Massachusetts Co- 


| Haile Mines, Inc 


Tungsten Mining Corp 


| M. Richardson 


A. 8. & R. Co 

ical Co. 
N. T. Dixon Co 
Nebo Iris Mining Co 
E.J.B 


a Victor, Morning 


List of applications for financial 


Name of mine 


Dutch Flat 
Eagle mine 
Carbonate, 


“ER Valley 


“Richmond-Eureka. - 
Paymaster group 


Haydon... 
Cement plant_.......-..-- 
St. Lawrence 

Fl Diabolo 





| National project - 
Mayflower. _- 
Granite Mountain 


Hope. 
Yuma Copper 


J. & L. Group 





Bounty and Lintype Nos. 1, 
3 


Black Colt, Lady Franklin.. 


Haume Tungsten 


Hidden Value Tungsten - - -- 


Silver Bell 


Tip Top 
Walter Mayfield 


Star, Ak- 


Arizona ....._-. | 
Colorado 

00 ...dnui~ 
Nevada. --- 
ee ace 
ee 
New Mexico. - 


Alabama... -. 
-” eseieeed 
do 


-| California 


Mexico : 
Nevada --..-.. 
California 
Oregon 

rae aa’ | 


Jersey } New Jersey - -.. 


| Pennsylvania. . 


| Idaho 
Georgia. .-....-.- 
New Mexico. .- 
| 26066 ....-2:. 





.| Kentucky 
.| Hawaii 


| Nevada. -....- 
| Mexico. 


.| Washington... 


| Oregon... -.--- 


Montana__- 
California 


| Texas 


Pennsylvania 


_.| Ohio 


..do 

we 
- do atin ge 
Pennsylvania 
Wyoming.----.-- 


..| Idaho 


Utah 
Montana 
Idaho 
Colorado 


ron. 
Polar Star, Minnie Lee-Lost Washington. 


Arizona 
Utah 
Colorado 

Beet cece ont 
Wisconsin___- ..-| 
Michigan -- _----! 





Canada 


North Carolina 
California __-.- 
Arizona 


Sart a aaa i A a | 
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i rae mam ind on 
Pb, Zn 


Cement 
Steel 
Al., Cu 
COs 

| COs 

| COs 
COs; 
CAS0o4 

| Sulfur 


fo = hee -| 


Cu, Pb 








Loans 


$30, 000. 00 
60, 000. 00) - 
25, 000. 00 





104, 000. 00 


| 
125, 000. 00} 


131, 250. 00) $!, 


} 
| 
j 
| 


2, 000, 000. 00| 


| 


“25, 000. 00. - 


j-> 


| 
350, 000. 00) iui 


649, 979. 00! 


36, 000. 00) 





1, 500, 000. 00) --- = 


poares-} 
22, 000) 


(2e 


| 





Purchase | Tax amot- 
contract 


tization 


$765, 000. 00 


Explora- 
tion 


100, 000. 00}. __- 


“1, 500, 000. 


665, 000. 
35, 090. 
166, 700. 
426, 993. 
73, 294. 





1, 269, 507. 00 


| "253, 920/00 


| Mar. 28, 


1045 


Date 


| Withdrawn 


Denied 
| Jan, 22, 195% 


Feb. 21,1951 | 


1951 


24, 1951 


8, 1951. 


Feb. 


-| 205, 874. 00) ___- 





| Mar. 


2, 1951 | 


y 9,1951 | 
ar. 31,1951 | 





1046 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


List of applications for financia) 


Name of company 








Bennett Mining Co 


Horsehead Lime Corp 

| Arizona Metals Co 

| Frank L. Farnsworth 

| ae MR e ost ccccdee 
Constant Willard, Inc 


| Silver Consolidated Mines, 

Ine. 

| East Eagle Mining Co--- 

..| G. MeGuire Pierce - - - --- : 
| Wah Chang Corp 


Cr. Co 


0. 
David G. Wood 


Inc. 
Tungsten Mining & Mill- 
| ing Co. 
| Grand Deposit Mining Co 
A.C. Aitken 
| Western Hemisphe re C orp. 


E. L. Cleveland E. Julian 





| National Lead Co-_. 5 
Jones & Laughlin Ore Co. 


| International Metallurgica! al 


Thayer Foundry & Supply 


Callahan Zine-Lead Co., | 


Benson_- ; 
| Benson -do.. 


Name of mine 





eee Gilpin, Sam Sav- | Montana 


| Arizona- 
| Nevada. 
| California 
Simon____. 
Constant 
Hill. 
Idaho 


Oregon 
| Nevada. 
California 
| do 
. > ‘ Dela Te 
Potts Creek Syndicate Virginia 
Last Laugh Tungsten_-_- | Nevada. 
Mount Hope xe a eka orn 
Germania Washiagton 
| Utah... 
California 
Costa Rica 


Montana. 





| Missouri 
| New York 


sac. Pane Commer Carp. 


Kelley Island Lime «& 
Transport. 
Dalton Robinett--..------ .< 
Copper Range Co 
| Peeton & Sons......-.------ 


Perlite Mines Co 
.| Dixon Mineral Co---- a 
| Little King Mines, Inc- ---- 
.| Saleno Metals Corp-- 
| J. B. Jackson = 

Drum Mountain Leasers_- 
| Henry F. Huffman 

H. & M. Mining Co 

~~ Mine.. 


| “elates. 
Darrell V. Cole-- ; 
Phelps-Dodge Corp-.------ 
West Park Mining Co 
E. F. Schultz... 
Lone Mountain Lease. _-- 
Reynolds Metals Co-- 
Rubicon Mining Co- 
L. W. King and C. K. Scott 
Falcon Bridge Nickel- 

..| Loftus Engineering Corp. 
| Vinegar Hill Zine Co--.-.. 


| Manila Mine Development | 


Corp. 
San Manuel Copper Corp 


| Denver Equipment Co. and | 


| International Mining Co. 
| Four Partners, Ltd _...--- 
| Honear H. Dundas 
| Richard P. Kimball : 
Calrado Development Co 
| Columbus Rexael Consoli- 
dated Mines. 


East Lemhi Mining Co-_-_---| 


| St. Joseph Lead Co__- 


Huron Portland Cement Co_| 





| Black Pearl T ungsten. : 


| Samseel yaad ae Be: 
| Gladiator. ____. ~ a le 
- | Jamel Klink 
I. Dumond and Asso- | 


} > 
Arizona 


Michigan. _. 


Silver King Colorado 


| No. 12 S tetine ae akee ate 


..do 
Arizona. 
cs | Colorado 

Montezuma 
Tip Top ..| Colorado 

| Utah 
Arizona. 


Brazil 
| Arkansas... 


Arizona 


Bisbee East Oregon.__.___. eS ne 
West Park _. oe Utah. 


Buckskin _. Nevada 


Mountain View. 


California... 
Tennessee... _. 
| Wyoming... 
| Wisconsin... 


Goodsprings see Nevada. 


| Arizona 
| Texas 


San Manuel] C PRE» 


Montana 
| Idaho 
.| Utah 
| California 
Utah 


Kimmel and Leadville. -__--| 


Black Jack 


Idaho 


| Indian Creek... | Missouri... 


| Michigan 


HEPYLKNALK YMWPRMNTOTMMraT Aen aAararperarTnarorarroc Atm 4ne 4 


| Nevada. __._.. 
‘ Willard-Galina A ecient Soins 
j 


Arizona. _. 


A oY tt BIO ta net te et et et Ot Ue 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


assistance as of May 15, 1951—Continued 











1047 








= wi “ 
Date 
| Purchase | Taxamor- | Explora- 
Metal Loans | contract | tization | tion cnteremnpeereeecepen nescence 
| Denied | Withdrawn 
| | | 
Rie cise cen | $75,000. 00)........-- SSeS Taras a as 
| 
GANG. nensdhabess<« | 350, 000. 00)... -... nostinetiptanenehiass 
SL air icacanmsneat Guclis ahane F6; GUO Gl ...- 50s ee tances | 
na oceiaka i ale tegatana ts es Linas Ae lca cadceupn locus . j 
Pb, Zn, Cu.........- Oy SORE. oon 45 550 Sitar ae | Mar. 15, 1951 | 
Pc Abie ¢nccess< 250, 000. 00)... -- cee eee raided acide bie aeiiiaiel 
I SE iat tind ataeuinn 500, 000. 00!_.....-..-- le amend Leb bGwaesesal Mar. 19, 1951 | 
i | } } 
Cu | | 
| | 
Sc hieaieodenes 58, 496. OPN nina cts | | May 195! 
Ow hated Salil ann tome a egentioaie oo nites | | Mar. 15, 1951 
_ et ale Tega Re ke 
BG ete | 2,750, 000. 00|$10 500, 000 Dec. 26, 1950 | 
| | 
NT neces ce mea poses Jan. 23,1951 | 
1 
OO ee eee Bod | $6, 200. 00 
Py. SE. wndioccorsoceent 560, 000. 00) ........- ae | | 
tina } 110, 000. 00}.......-.- | 
| 
eS eS eaccsenil . aot 
Ms a etheanen Oki hs 50, 000. 00|_-_ Jan. 30, 1951 | 
Mh chetienrdeennicee tiareiaintes ina ty hd-alaiahiariettcmnien |. ie | 
| | 
| | | 
OE sscoumsdldcacdenucs | 20, 000. 00}. . i ae 
| | } | 
} | } { 
| 
I< cashes | 4.892, 000.00} 13, 470, 500] Sot amet ale 
a adap ies wecat<soaein mains | $3, 500, 000. 09) _ . 
cin comeiidaeainasmelio4 saith eats Nil ie mapinengelliasnaccteaial did 2, 951, 425. 00) .....-...--- 
ii acmigaghie 9, 093, 700. 00 
SI Sh tit aati ie ee ae 
BD. ccnttiowedancce 85, 102. 16 
Ww ae 100, 000.00!....______.| Cee g ; 
. cctenenmaiietess <= 1100, 000, 000. 00/234, 000, 000)... .......-.--|-- 
Pb Bae ae ie et ali 
a nas ietiieaaatt na fnovecese ras 
Perlite | 250,000. 00 
as 10, 000. 00 
Pb. A lack acest inocaumitn 
FOG... snes en ‘ salt ieee i Feb. 5, 1951 
Seri aisiusthile Biel scidato ak ooo manatee a 
Mu 23, 000. 00 ; Apr. 30, 1951 
i sein dicate nein abel dd cuss kde aa 
Pb, Zn 50, 000. 00)... okt Mar. 1, 1951 
I he Be all i eae 2, 256, 000) 
Piedh:l gaits doomed tcsasuskonselieaels Be ghee eae 
| 
Mn ‘i date anion ; ‘ a Mar, 15, 1951 
RU. ocalanieddadssasdlpapeneeeeeel 6, 600, 000} s ko 
Cu 23, 500. 00 ei ° 
} Cu. 150, 000. 00 | 2 
Wah. - «+ se/ans 20, 000. 00) . 
8 ae tle ds ca caalesnsscdahiinttiodandiees ‘ 
iT cass eeana bot as ke - ; 
Co, Mn.. 60,000.00' Feb. 6, 1951 
Pal. cabiarwhes wbawibes i | Jan. 3, 1951 
Fe saan sila 185, 000. 00 ei ‘ | Jan, 19,1951 
SR, FRes.< ahaa _.| 1,764, 000. 00 
eae, | aay ‘ Mar. 15, 1951 | 
| } | 
Mk... <cdaseak _...-..-.|163, 500, 000). 
Mn 500, 000, 00 939, 500 
a ae 57 COO. Gi, .. «oi 00 os heed c kepdbenkesteudicne oes ‘ 
ME. cemnbsiad 22 OP Gs, cc ocnenan eenastagsente 
Cu . 25, 000. 00 
RES a) ae 195, 000, 00) 5 
Rises chtcased -| 34, 224.00) 1,575, 000).........--.- | 
th canatuapablsdescent 75, 000. 00 May 11, 1951 
ils WR edt side cause 
CONG. citish dn dnnees ae ine wel hte AT Ll cele panied 
RY, aia date eee Re as a A” eee ee { 
NEPVTNSP PWRHMNICTION A 


Orn AATPNITLION TS AT 


70K1 1TNAG 
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| 
| 


| 
| 
| 
| 
| 
| 


DEFENSE 


Number 


D.M.A.| T.A. 


192) 
193} 
194) 
195) 


589 








i 


| 
| 
| 
| 


591). 


| Florence Company - 





| Paill Lime Plant..........-- 
756 Ideal Cement Co-__..--..--- 





| American Mining Slag Corp | 
| Co. 
; Owl Springs Co 


| Lakeview Mining Co 


| Kaiser Aluminum & Chem- 


PRODUCTION ACT AMENDMENTS OF 1951 


Name of company 


Huron Portland Cement_-- 


do 
W. 8. Moore Go___- . 
| American Iron & Metals, 
Inc. 
Westmoreland Manganese -- 
Cordero Mining Co 
Gold Star Mining & Milling | 


Sociedade Brasileira 


Eastern Metal Products Co. 
Harold P. Newman. 


K. J. Murray & Bent 8. 
Hayes. 

A.M. & W. W. Derr 

Bee EER or an 

Rear Admiral M. L. Ring_- 

Idaho Maryland Mines 
Corp. 

Snoose Mining Co 

Kennecott Copper Corp__-- 

Wah Chary Corp 

J. k. Gustafson. 

Kaiser Aluminum & Chem- 
ical Corp. 


National Lead Co__. 
Commonwealth Sand & 
Gravel. 


ical Co. 
Kaiser Bauxite Co 


Climax Molybdenum Co. _- 
Calera Mining Co 
Mifflin Mining Co 
Falcon Bridge Nickel Co 
SG 

do... 
Bernard J. McKenna 
Cherry Creek Tungsten 
Continental Mineral.__--- 
De Lashmutt Mining Corp 
John El Koury : 
Ohio Ferre-Alloys Corp. ‘ 
Privateer Miniag Co_- ‘ 
Terabo Miaing & Milling 
Joe Heaston Companies. 





| Wah Chang Corp. 


ee: oreiccuses: 
Copper King Co 


| Christinas Copper Corp 
Harrison 8. Cobb--_..---- sie 


Colari Mining Co 

Donald 8. Tedford 

American Asbestos Cement 
Corp. 


| Rainbow Mining Co 
Earl T. Harris 


Santa Fe Lead & Zinc 
Mines, Ltd. 


| Grand View Mining Co- .-- 
M. J. Krolicki 


R. R. Co. 


| Emaka Mineral & Chem- 


ical Works. 
Culley J. Trickel 
Lindsay Light & Chemical_ 
Whitedelf Mining & Devel- 
opment Co. 


List of applications for financial 


Name of mine 


Uranium Deposits. -__......- 
Minute-Man Group 


Seotchman 
Blacktail 


‘Riddle and Woodstock __--~- 


Utah- Vista group.-__....-- 
Angela Mica _..- 
Inhandjara W olfranite. - 
PUR suse ewiwen ena ‘ 
Copper King 

Christinas 


Grand View 
Orphan Boy 


3| New England Smelting, Inc_|...-..--.--------------------- 
77\ Lake Superior & Ishpeming 


Whitedelf_.......-.. vedeucae 


Wisconsin 
Michigan _. 
Minnesota 


California ___ 
Montana... 


California... 
Brazil__._- 

; Montana__- 
New York.__- 
Nevada -.._- 
ee 
Oregon..--. 


Montana... 


Nevada .___... 
Australia. 
Oregon._-.- 





New York 
Virginia 


Louisiana 


British West In- 
dies. 
Colorado... 


Alabama 


Utah. 

Nevada. - 

New Mexico 
Brazil... -. 
North Carolina 
Nevada. -- 
Arizona 


Massachusetts - - | 
Miehigan.- - - .. -| 


North Carolina - 


John W. Girman...........| O. P. David and Weigle....| Wisconsin 
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assistance as of May 15, 1951—Continued 


Tax amor- | Explora- | Date 
tization i 


Denied Withdrawn 


CG 8 Te. deetthnnececcteceanbaisewen dod 
do 


iM 
Fo Sea canal Sa $175, 000. 00|-------- === |--- 
SMNOIEN.1 decal... 


$120, 000. 00) 


Mar. 5, 1951 


"20, 000.00)......_.___| ; 
25, 700. 00) | ; | Jan. 26,1951 


50, 000.00)... | 
74, 771. 64 weseee-----| Feb. 13,1951 





500, 000. 00) 
| 13, 000, 000. 00| 
70, 000, 000. 00) - 
45, 000. 00}... 
429, 235.52\..____ 


3, 000, 000. 00 
7, 500, 000. 00} 





13, 500, 000) 
waeor.......... ; < 
DF iiannnconn LE Rei 


75, 000. 00) 
350, 000. 00) 


| 200, 000. 00) 
~~ 20, 300. 00} 





~ 90, 000. ol sicnieeastndiea 
75, 000. 00} 
1, 150, 630. 00} 


~ 267,950. 00).---__-__- 


7, 500. 00) 
Asbestos - - | 


2 DEAS Eee 91, 500. 00)... 
| Mn- 


Zn, Pb. = -_..| 100, 000. 00 





Pb, 20...... 


200, 000. 00) 
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1950 
Dec. 29 | 


1951 
Jan 
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American Chrome Co._____- 
| Frank and Annie Hemphill. 
| P. D. Hesse 

Joe Kallas, Sr 

| Metal Producers, Inc 

| Great Lakes Steel Corp-.__-- 


Foote Mineral Co 
0. 
| Silver Bell Mines Co-__- 


ment Co. 


| Sulamerica Minerals __- 
Pittsburgh Plate Glass 


| Broadwater Zinc & Lead 





| Appalachin Mining & 
| Smelting. 
| Alseo, Inc 
| Dixie Manganese 
Co. of Tennessee. 


| Wilburn Mayock for Jas. | 


H. Keyser. 


| Philip Bros.. Inc 


Ray C. Smith._........... | 


Anpoonda Copper Mining 


| Banner Mining Co_____- e 


Mining |. 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


List of applications for financial 


Name of mine 


| Chilete 


Monat Chrome 
Golden Eagle and Quail 
McMahon 


Yerington project 


Stiver Bell... ......:- 

Boney Manila-Miser’s 
Chest. 

Mineral Hill et al 


| 


Bonita Mining & Develop- ia 


; ment Co, 
| Copper Canyon Mining Co 
Se 
Henry J. Cormier 
Ben Bagozzi 


Cherokee Copper Co 
Associated Copper Mines _- 
| Tago Turk Mines : 
Mountain Mines Co 
U. 8. Manganese Corp 


Colorado Standard 
Zinc. 


Mrs. Bruce Westlake 


Abbott Mines, Inc 
L. Rex. Boone_. 
Stanley W. Springmeyer 
Elias Bushati 
..-do ets 
Four H Mines, Inc_. 
Blue Ridge Minerals 
Mining. 
Hale H. Herdlin Co 
Bethlehem-Cuba Iron 


Bethlehem Limestone - - - - 

Bethlehem-Cuba 
Mines. 

Bethlehem Limestone 

Bethlehem-Cuba Iron 
Mines. 

= 

Bethlehem Steel Co 


Lead | 


Iron | 


|; San Antonio 


| Cherokee 

Five Bear Group 
Tago and Turk 

Big Cottonwood 





_.| Steamboat Turner, et al__. 


Ute-Ule and Hidden Treas- 
} _ ure. 
Moonshine group. --. 


Abbott Quicksilver 
W. W. Martin Mica-- 
Tapoz Lead-Silver- . 

| Old Glory 

| Rush Creek Central 


Rikewretind: 


| Faith, Silver Dick, et al 
Mine No. 3, Cornwall Divi- 
sion. 


Lebanon Concentrator. __- 


| Hanover Quarry -. 
Grace Mine--- 


New Cornwall Division.._-.|- 


Sparrows Point 





Montana. ___. 
Arizona. 


Michigan 
Arkansas 


| North Carolina. 


| Nevada 


| Colorado 


New Mexico... 


Arizona. 


| Colorado 


Tennessee... 


Texas 


| Tennessee 


| California 


Yugoslavia 
Colerado 


| Nevada 


Montana 
New Hampshire 
Colorado 


| Nevada_____-. 
_.| California 
| Washington 


Utah 


| Arizona. 


Colorado 


| Arizona 


California 
North Carolina 
California 

do 

do 
Colorado . 
North Carolina 


California. _- 
Pennsylvania - -. 


asin 
do... 


pe” Se 
nll 


.do ‘ 
Maryland 
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assistance as of May 15, 1951—Continued 


2 Date 
Loans Purchase | Taxamor- | Explora- 
contract tization tion 


| Denied | Withdrawn 


| 


‘Feb. 19, 1951 
May 1, 1951 | 


$1, 312, 400. 00) 
140, 000. 00) aoe 
144, 828.44)... 


1, 007, 250} - 
| 13, 150, 000. 00 
| 3, 500, 000. 00) 


Mar, 27, 1951 





j 
| 
| 
| 








3, 1951 | 


6, 1951 | 





525, 000. 00 
44, 150. 00) 


16, 1951 | 


100, 000. 00) dl SU al oa 
50, 000. 00) ey | 
| 250, 000. 00 : a 3 1, 1951 

Sy: eer ee 2, 250, 000. 00) FS Aa Saal tlh ae atte 6, 1951 | 
Pb, Zn, Cu 75, 000. 00) | } 
150, 000. 00} 


1, 100, 000. 00! 
230, 000. 00 


282, 000. 00)... 
34, 343, 000. 00 








4, 037, 000. 00 th. Jue 
4, 000, 000. 00)... 
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List of applications for financial 


Number 
Ee ee eee Name of company Name of mine 
D.M.A.| T.A. 


1961 
Jan. 657| Dow Chemical. 
661) ....do 


W.A.H itiaabadis: group 
Patino Mines & Enterprises_|...................20...-....- 
Peru Mining Co Pewabic 


y 
8 
% 


8. Liberty Bell 
. R. McLure Bear and Float Claims 


F. J. Cardinal Lead Trus 
Ace Gold . Ine eT 2, 3, 4, 5, 6 


H. M. Antimony _-_. 
Juniper Copper Bottom. 


y 
8 
8 


George Ingerson 

Tom Helehen 

Parker Minin 

Theodore Nasburg Scandia Group Washington... _- 
Alberta K. Romerio_-_-......| Hope and Bullion Montana... .._- 
Northwest Leasing Co Regal Group 

Silver Butte Zine Lead Bue Butte Zine Lead___..- 


3 BB SB BB BS Se BB Be BB Se BE RR 


Idaho Beryllium & Mica... 
Joe Cornett 


Sun 
Arthur S. and M. L. Burrell. ae Quicksilver 
Calumet & Hecla Consoli- | Conglomerate 
— Copper. 


9 
8 
4 
4 
5 
5 
5 


Knowlton 


Amador Mining Co 
1055 | A. 8. - R. Co 


New Enterprises. 
St. Joseph 





Elmer F. Smith...-........| Pennsylvania 


Allison & Louder Bonnie Lou 
Ranesgate 
Ed. M oran 


Camp Bird, Ltd 
| Thos. J. McGrath 
| U. S. Oil & Development 
| Corp. | 
| | Comstock Extension Min- i F y Arizona 
| ng C 
-| Pehunes Pat Mining Co_...| Shadow Mountain California 
| Arnold H. Johnson Gray Cooper 1 | Arizona 


co~Mm mn AOAaaaaKkhw BDOOCOO 
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assistance as of May 15, 1951—Continued 


. Date 
Purchase | Taxamor- | Explora- | 
Loans contract tization tion 
ie Withdrawn 


.-| Mar, 20, 1951 


. 30, 1951 5 | 
, | 


-§ 9, 1951 | 


30, 1951 














Brine 1, 150, 255. 50 
Brine 510, 000. 00 
Brine 723, 415. 00 
| Brine 455, 213. 00} 

i 831, 970. 00) 


__| Feb. 12,1951 
“Feb. 28, 1951 








550, 000. 00! 
3, 750. 00'....... 
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List of applications for financial 


Name of mine 


Old Bullshead - - - - 


King Solomon 

Davenport canteushy 
Grand. County Mine New Mexico. -.- 
as Star and Belcher | Montana 


Nov. 20 i I Mineral Ridge 


F 19611 
Jan. 10 : Cyrus Foss Weeks cores Isle Copper 
9 . R. Borne achi 
Apr. 9 do 
Jan. 9 : . B. Pattison 
12 Sansowe Smelting & Refin- West Virginia__- 
_ing Co. 
10 Nevada 


Molybdenum Corp 
America. 


Tecolote-Sonora 


Henna Mines, Inc Cash, Who Do, Bellevue 

R. R. Hermstein Dovile’ Held 13 odd... sc cewcdoowed do 
Poston Mining Co. Brown Derby 

Cooperative Mines Star, Francis and et al. - 

Sunset Mining Co 

Highland Surprise -------..-- Highland Surprise 

Paymaster Mining Co 

Sliver er Star Chrome 


Q 
9 
9 
9 
9 
9 
9 
9 
9 
5 


_ 


— oe 
rn 


_ 
— 


Pennsylvania- -. 


California. ._..-- 
Pennsylvania. -- 
Washington 


a 
onion 


—_ = 
ao 


ihe Lov ell. 

Warren E. Dickinson 

Garrett Mining Co 

Metal Producers 0. K. Copper 

Homestead Mining Co.._..| Homestead and Acme 

pe aS es ee uindeusuireeaun Oregon 
Seminole Rock & Gravel - North Carolina- 


Virginia. 
O. E. Sayers. 
Elliston Consolidated Min- illy, 2 Montana 
ing Co.. Inc. 
Harold Huntsman 
O. H. Griggs . 
Magnet Iron Co : Kinsey Magnetite 
F. R. Middaugh Silver Butte 
Sutton-Drysdale Mining... 
Bristol Silver Mines 
Idaho Birthday Mines__---- 
Wyoming Manganese Co... 
Irving G. Irving 








Cia. de Metales Basicos 
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assistance as of May 15, 1951—Continued 


Purchase | Tax amor- 
contract tization 


Apr. 4,1951 




















Ou, Pb..... but eainae 
Pb, Zn, Cu 


2, 038, 895. 00 
5,870, 500. 





Mar, 15, 1951 
Mar. 14, 1951 





Apr. 20, 1951 
Apr. 25, 1951 


Apr. 6,1951 
Mar. 9, 1951 


Apr. 24,1951 























7| Parker mee 


Jak ie 





Name of company 


Freeport Sulphur Co 
Inspiration Consolidated 
Copper. 

Mississippi Lime Co. 
Missouri. 

Inspiration Consolidated 
Copper Co. 


ee Machine Co. . Inc._- 


Mine s Ms uns agement 

Frank B. Keever__. 

Lead Carbonate Mines, ‘Inc 

Norfolk Mining Co 

Keelex Corp 

Glenn Mining & Develop- 
ment Co. 

Samuel J. Schneider 

Mike Piscovich 


345) Woodward Iron Co 


| Buckite Refractories, Inc_-- 
| Westvaco Chemical Divi- 
sion. 

United Mine Operators 
Arizona Copper Mines 

Roese Mining Co 

Topaz Mining & Milling. - 

Standard Mica Producing 

Theodore Granik 

South Mountain Mining Co. 

G. Cleveland Taylor 

Metate Asbestos 

Inc. 

| Silver Spot Mines Co 

| 8S. J. Landfair 

| General M ining & Develop- 

| ment Co. 

Claude O. Eckel 

Kennedy Mining Co., 

Raymond J. McCoun 

Rocky Mountain Diamond 

| Ben Hur Mining Co- 

United States Lime Prod- 
ucts. 

| Worthing & McCune 


Victor Minerals, Inc_...._. 


Roger V. Pierce__._. 
Sievers Construction Co_- 
Big Tom Mining Co 
Monroe E. Bechtel 

N. E. Nash 


Mines, 


Inc 


-| Bayhorse Mines, Inc___- 


Reduction & Refining Co.. 

Tungsten Hill Mine_- 

| Frederick G. Lasier 

Cordero Mining Co 

Bonita Mining & Develop- 
ment Co. 

Rawhide Tungsten Co__.._- 

Amos Epperson. -.-._- 

Jas. G. Hulse 

R. E. Fitzgerald _- 

_.| Ancient River Channels. -_- 

..| Mertin C. Bireh...........- 

Si Ontra Ove (0.3 :2.-3~.-..-.: 

“Sep 


A. 8. & R. . 
Don Gheatcat Co 
| Clay W. Waekins.- 


Artillery Peak Manganese. .|- 


S. B. Tyler___. 
Silver B: ay Mines, Ine 


General Aluminum Supply - 


Roy Silver Mines, Ltd 

A. Mays. 

Ironwood Chamber of Com- 
| merce. 

| Colorado Mutual Mining & 
Milling. 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


List of applications for financial 


Name of mine 


| Copper smelting ne ant. 
Iroquois 3 
Bentley claims. ___-.-- 

16 lode claims. __- 


Midnight, October, Phoenix. 
Pyne mine 


La Paz 


Bonus Claim 
Govenor Silver 
Austin Amazon.- 
Weber Shaft 
Ben Hur 


Weimer 
Blue Nugget -- 
Latest Out, Gilmore 


King Solomon- Big Tom.- 
Gold Coin oe 


Elizabeth, Crescent, et al.__ 
Silver Butte 
Rosen Crans 
Copper Hill 
Mineral Hills 1 through 6--- 


Louisiana 
Arizona 


Missouri 


Arizona 


Montana. ____-_- 
Washington 

do 
Nevada. 
Colorado 
Arkansas 
Utah 
Georgia 


California 
Nevada 
A labama 


Now Hampshire. 
Pennsylvania - -- 
Idaho 

Mexico 

Arizona. . - 


New Mexico 
Arizona 
Colorado 


Arizona 
Colorado.__. 
New Mexico 
Colorado 
Arizona- ..-- 
AGRO. <:.-<5 


Idaho 
California 
Idaho_._....-- 
Arizona 
Arkansas 
Arizona__- 





New Jersey - ----| 
California. _-_.__| 
Michigan 
California 

| Colorado 


California 
Utah 


Missouri 

Texas 

Arizona 

Texas 

North Carolina_. 
Arizona 
California 
Colorado 
Missouri...----- 
Canada_. 

New Mexico... 
Michigan 


Colorado 
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assistance as of May 15, 1951—Continued 


Purchase | Tax amor- | Explora- 
contract tization , 
Denied Withdrawn 


157, 345. 00} 


56, 299. 80} ____- 

94, 700, 000. 00) j 
626, 000. 00) a 
$25, 400. 00} 


| 
810, 692. 00) 
169, 072. 47 
14, 379, 000. 00) 


24, 1951 





60, 000. 00 «--s22-2...} Feb. 27,1951 
29, 813. 00 ar. 14,1951 
120, 000. 00 





1, 108, 171. 00 
591, 199. 94)... ____| 
12, 500, 000. 00| 
2, 138, 000. 00) 


835, 000. 00 
2, 000, 000. 00 
10, 000. 00 
200, 000. 00 


159, 500. 00 

















DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


List of applications for financial 


Name of company Name of mine 


Beryllium Mining Co., Inc.| } 
Mohave Metal Mine 

Bunker Chance Mining Co_. 
Jerry Korfist-A. Weidman... 
Sam M. Robinson 

Apache Mines Co 
Nevada-Mars Co 

aeons & Fletcher Supply 


‘Kaine Aluminum & Chem- 
ical Corp 

Ga. W. Sine & Associates. 

Herneada Mining Co 

— Manganese Mining 


0. 

Wm. E. Whelchel 

Miller, Adair & Smith 
Pewabic Uranium Corp- - -- 
an Co. of America 


nois. 
Standard Lime & Stone Co. 
Johan P. Haterman 


Mayflower Mining & De- 
velopment Co. 

Madrona Mining Co 

Julius Redelius 

Talisman Mining & Leas- 


ing. 
Chester L. Shockey 
Yucca Mining & Milling Co. 
Bethel Cor 
Solvey 
Chemical. 
John Anderson Duffy 
Vickers Brothers Independence Group 
Broadway Group 





25 
25 
25 
23 
23 
26 
29 
29 
29 
29 
29 
29 
26 
29 
26 
24 
29 
29 
29 
29 
29 
29 
30 
30 
30 
30 
29 
30 
30 
30 
30 
30 
31 
31 
31 

2 

1 

1 

1 
31 

1 


Great Lakes Carbon Corp... 
Hidden Vein Mine-Lorin 
Lefevre. 


ow 
= 


wre 
= 


“Saaisca P. 0” ee 
snprmoentain Telephone 
0 


Frazer Experimental & De- 
sae ent Corp. 
SS 
more Mines, Inc 
Hickory Leasing Co 
Robert R. Rynio 
F. W. Jager. 
Mathieson Chemical Corp. 
7; A. 8. & R. Co 
Carbon Limestone Co 
Standard Lime & Stone--_- . 
H. Frazier Co., Inc West Virginia. _- 
St. Joseph Lead Co New York. ...-- 
Murray Refractories _ 


Southwest Potash Corp 


Walter 

A. A. Hoffman 

J, ek, WN SOs non nbnds cea 

David Morris Extension Co. David Morris 
American Metal Co Hiawatha 


1 Cancelled; Duplicate of DMA 587. 


Jan. 
Feb. 
Jan. 
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assistance as of May 15, 1951—Continued 


Purchase | Taxamor- | Explora- | Date 
contract tization —_—_—_———_— 


Denied Withdrawn 


500, 000. 00 


43, 684.08|....._.___. 
1, 173, 000. 00) 


35, 000. 00 
40, 000. 00) 
15, 000. 00) 


i 


200, 000. 00 


413, 268. 86) 
75, 796. 03) 
657, 744. 84). 











May 14,1951 
346, 710. 00 
721, 530. 00 

48, 599. 23 
21, 000. 00 
1, 079, 650. 00 
80, 433. 00 





5, 671, 600. 00 








1060 


8 
s 
12 
13 
12 











Name of company 


Benjamin F. York 
Orient Eureka Gold Mines. 
Deer Point Mine 


| Sunset Lease 


Castle Lead & Zine Co 
Continental Ore Corp 


ee SSE: EIEIO 


Aluminum Co. of America 


29) Carolina Aluminum Co ae 


Aluminum Co. of America. 


| American Zinc Co. of 


Illinois. 


| Diamond Alkali Co 


Sierra Copper Co 


| Orefraction, Inc 


Independent Aluminum 
Corp. 

Butte Mines Merger. 

Joe Oxenhandler 

George F. Streitenberger--_- 

A. 8. &. R. Co. 


| United States Lime Prod- 


“United States Lime Prod- | 


ucts. 
American Zinc Co. of Ten- 
nessee. 
Telluride Mines Inc. __...-- 
Little Grant Mining Co_._- 
William Brant 
Wilson Research Engineer- 
ing & Development Co. 
N. H. Overman and Sher- 
man Whetzel. 
Glenn T. Rickey 
Canyon Lode Mining Co--. 
J. R. Davies & Son 
Cascade Mining Co___..__-- 
Harreld & Martin 


Admiralty-Alaska 
Otto Sales Co., Inc 


Purkison Mead Co 
B. Z. Smith 


51| Southwestern Engineering 


Co. 
M. D. Stringfellow 


The American Fluorspar-._- 


Dorothea Reddy Moroney 
United States Oil & Devel- 
opment. 


| Kennicott Copper Corp 
| Reynolds Metals Corp------ 
3; Reynolds Aluminum Co.--- 


--do 


do 
Gold Corp. of America... - 
Mel Coeur 


ing Co. 
Reorganized Silver King 
Divide. 


Broken Hills Mining Co-_--- 
| Ted C. Mathews 
| Jas. B. Meikle_- 


General Tuler Mines 


| Republic Steel Corp___._-- 


Franklin Developers, Inc--- 
East Humboldt Mines Oo. 


3 Cancelled—Same as DM A‘120. 
3 Cancelled—same as DMA 1,074, TA 8,148. 
¢ Cancelled—same as DMA 697. 
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List of applications for financial 


Name of mine 


Sunset Lease __. 
Yellowstone 


Brenton 
High Ridge-.---- 
Tramp Lucky Strike _- 


Blue Sky, 1, 2, 3, and 4 


Waco-Smithfield 

Cable --- 

Princess Blue - --- 

Cleopatra and Aces Up__- 

Short Creek and North Em- 
pire. 

Mertie Lode 


‘ Maguffey Creek Chrome.. 


Henrietta 


j Wedekind and Arkell.....__-| 
| Mount Lewis Tungsten 
Ciscafrabo Manganese Min- | 


“Hub | Camp-- 


Montezuma 
Chateaugay 


“Henrietta and Vera...-.-- 


| North Carolina - 





State 


Washington 
Montana 


EE i nenmdltorn 
Illinois... -- 


Ohio__- 
California.-.....- 
Pennsylvania- je 


~s 


Montana 
Missouri 
Colorado 
Washington.--.-- 
Nevada 


Oregon 


Tennessee 


Colorado 
Wisconsin.....-- 
Montana.......- 





Idaho 


Missouri 
Montana.-...-_--- 
Idaho 
Washington. -.-- 
OE ee 


Rn 2 cna 
Philippine Is- 
lands. 
Nevada 
Oregon 
California_-...-. 


Utah... ; 
New Mexico... 
California 
Colorado 


Nevada- 


j Oregon tibet 


Arkansas 
d 


Washington... 

Texas. 56 
Nevada. -....-. 
California....-..- 
Nevada 


Montana........ 
Colorado__...-.- 
New York._.. 

North Carolina-| 
Nevada \ 
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assistance as of May 15, 1951—-Continued 


> “ne { { OoT- | Ee xplora- 
Metal Loans Purchase | Tax amor Explora 


Date 


contract tization i el teat 
1 de nied Withdrawn 








SE a teaceeshete hers 5, 000. 00).-...--.---|---- wan--e-----| Apr. 4,1951 


| Ni, Cu, Co.......--. , 000. ....---| Mar. 29,1951 











10, 000. 00 
150, 000. = 


25, 000. 00| Serene 
30, 000. 00) 
Qa5, 000. 00| 

57, 529. 00| 


7, 342, 910. 

79, 365, 278. 

475, 450. 

4, 300, 000 

54, 000, 000. 

60, 000, 000. 

34, 000, 000. 
2, 500. es 
, 000. 00) 











DEFENSE PRODUCTION ACT 


AMENDMENTS OF 1951 


List of applications for financial 


Name of company Name of mine 


; 
| M. D. and M. C. Jordan__. 
| Raymond Caffey, et al 
Caldwell Mining Co 
Deluxe Mining Co 
| M. E. Heiser and associates 
| Revenue Cons. Mines Co-.- 
, 590} Basic Refractories 
, 858) — Silica Co 
922] A ° 
, 281) Rare Earths, cee 
, 288 American Cyanamid Co_- 
, 291, Eagle Picher Co 
2,325) Inland Lime & Stone 
, 324) Inland Steel Co 
, 442) Reserve Mining Co 
, 350) Reynolds Aluminum Co___ 
, 387) St. Joseph Lead Co | 
, 393). do. 
395) Mohave Metal Mining & 
| Reduction. 
Iron Ore Co. of Canada 
Gibbonsville Mining 
Exploration. 
Stanley Woltersdorf 
Harry Ferguson Copper King. 
| James. B. Pearce Eureka Group. 
Beardsley and Lady Franklin 


Bully Hiel 
nr NR on ee : 
Hiberian- May Queen 


-| Victory | Pincers Nos. 1-7. 
Revéhue Cons_- 


2, 435 





| George L. 
A. Beardsley. 

Duke O. Whitt_. adie 

| Star Dust Mines, Inc...-._- 

P. P. Brandenthaler and! 
Anderson 

Rocky Ford Mining Claim. 

Keenan Properties... ._____- 

Chas. L. Whitcomb. : 

Clark Mining & Milling _- 

J. Andrew West. 

Keith Madill. 1 


South Mountain 





Fluorspar Mineral... -_..--- 
Running Wolf Iron... 

Black Bull group._- 
Williamson Phontas - 


__-| R.N. ° Winston oe 
__| Robert H. Sherwood _- 
| Osear A. Oesterle_____- 
Titanium Metals Corp. of 
America. 
James P. Dean _ _. 
| James We COME ccnansss 
| Cumberland Construction 
| Corp. 
1,726, Big Rock Stone and Ma- 
| _ terial. 
2,531) Sabine Lime Co 
2, 594) E.I.du Pont de Nemours 
| Verda Lode Mining Co 


Sphalerite and Apex. --. 
Commache waneenmees is 


; Juniper | 1 through teh : 
| Florida Chemical Lime Co-__|--- sbbSs 

Ulman International —_ 
M. C., Krabill_- 
Sonyxela Mining a. 4 


Sharton 1 and 2, Cobar, 
Taylor. 

George W. Wright___--.-- ; 

Edna M. Sharmon.- 

i, WRT SRMEBONS.. 5. ce ncee sees 

Martin Mining Co___.-. . 

Lew C. Jones 

Cobalt Gold Mines, Inc... - - 

| W. G. McCullough 

Sonyxela Mining Co 


Fred Carlton. -....- 

A. D. Quaintance 

New Jersey Zinc 

Alabama Flake Graphite. - 
Pacific Mining Co., Inc__--- 
| American Zinc Co. of Ili- 


nois. 

| Standard Slag Co..... Stee) paisa ne ood a ee Sade sea 
Thomas R. Denny Silver Lake... .........--- 59 
Johnston Mining Co Foster Group. .-.-..--.----- i 
Alaska Metals Mining Co..| Gilmore Dome 





DEFENSE PRODUCTION ACT AMENDMENTS OF 


Washington... -- 
Colorado 
New Jersey - - --- 


Michigan 
do 


_.| Minnesota 
| Arkansas 


Missouri... -__- 
do 
Arizona 


| California 
| Wyoming 


em Ce bd | U 


| Missouri 
| South Dakota... 
| Montana.......- 
| Missouri 


Arizona 


| Idaho--....- 


New Mexico... _- 


| Montana 


| Missouri__.--- 


Nevada...--.-- 


Washington... 


| Montana.. 
| Kentucky....... 


Arkansas... .... 


NE on diase anions 
Delaware 
Arizona. ..-.- 


| Florida. 


Australia... .. : 


_.| Wyoming 
d 


Black Out Hard la. J 


Alabeme-Geor- 


California 
Cc ee 





1951 
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assistance as of May 15, 1951—Continued 


a 


Purchase | Taxamor- | Explora- | Date 
tization | tion 
Denied | Withdrawn 


| $75, 000. 00! 


13, 875, 000. 00) 

288, 500. 00 

$28, 068. 50)... 

193, 300. 00) 
7, 000, 000. 00) 
J 370, 000. 00 
Pb. tat 5 5 a 784, 760. 00 
Pb, Zn. sated aie -* 2, 967, 200. 00). __ 
Pb, Zn, Cu ; Laancueael 400, 000. 00) 





Fe. eee oS a. | 85, 750, 000. 00} 
Pe ah... ase 75, 000. 00) - - | } 





Pb, Cu, Mo...... Ra ER See : CE | Mar. 8, 1951 | 
Cu 7 ; otal task acentd: ettilottmnitaleiel whom ‘ 
a SR 75, 000. 00) 

Pb, Zn, Cu 

Ww 100, 000. 00) _. 


50, 905. 00) 





are eo | 570, 599. 00 
Pb elidel bee 25, 000. 00)... | 
Zn, Pb 23, 000. 00} : 
a. va Resnik aby a a 7, 500. 00 
Mn._. : : re. Ee | 
600, 000. 00} aadues inating | Mar. 14, 1951 | 
600, 000. 00) 


ecolk ol - ° 
see]-- bs oe 104, 100 
~. {$180,000,000) -- a 


20, 000. OO}... ....-. 
28, 000. 00 
25, 000. 00 


887, 322. 00] 

1, 993, 160. 00/.____ | Apr. 20,1951 | 
, 000. 00}. 

347, 000. 00). - 


~ 600, 000.00]... ..._. 


195, 000. 00) 
Sn or en eon 
eeiehecel 113, 000. 00}... oatiibae 
a i Ras Dis aneceusditees wuphipantee ail 
_ ETS OSE 





OSE el apy EE 
407, 026. 00\--- =~ Rr cede toad 
| 





~~” 80, 656. 00 
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1064 


Name of company 


Higley Mining Co 

Duke O. Whitt 

C.D. Berry & Associates __ 

J. A. Norden & O. P 
Peterson. 

Black Warrior Mining. 

Alps Mining & Milling... -- 

Rare Earths, Inc_......-.---.- 

Robert D. Elder 

Copper are ae Co 

Mercantile Import & Ex- 


port. 
7| International Minerals & 
es 


‘i Mesba Cliffs Mining Co__ 
2. ’ 974 Dorothea Reddy Moroney _- 
3, 002 
3, 003 
3, 005 
3, 004) Michigan 
Chemicals. 
3, 006) __...do_ 
2, 656| Southern Materials Co., ‘Inc 
2, 655 .do_. 
3, 009 


Limestone 


Union Carbide & Carbon 
Corp. 
do_. 


Cumberland Mining Mill- 
ing. 
Dolite Co_-. Sestak 
Rock Creek Placers, ‘Inc_- 
| Edmund Buckley 
Johns Manville Corp 
Ford Taggart Frost 
Acme Quarries, Inc 
Talladega Graphite cA: 
Francis Lucas Sawyer. 
W. B. Beam__-_-- 
Theodore W. Bisch.___. __- 
H. A. Pruitt Produce Co-_ 
American Manganese Co- - 
Sonyxela Mica Co 
Sonyxela Mining Co 
...do 
| Cerro de Pasco Copper 
Hickory County Mining-.--- 
Estiel Springs Sand_ 
United 
Nevada Pacific Exploration. 
Aquila Manganese Co- --- 
Ole Aanestrud & C. J. 
Wieler. 
A. M, Campbell 
Robert E. Mining & Dev. 
wees Electric Int’l 
0. 
South America Minerals & 
Merchandise. 
Cerro de Paseo Copper - - 
A.S. & R. Co ‘i 
Vineros, Inc___.- 
Grand Canyon 
Cement. 
Barton Mines Corp.-.---- 
f Jack N. Orr. -_-_. 
Feb. 19 | - H. Baker. 
Mar. 6 BRC a se egcne 
6 3. Snyder Mining Co 
6 3,299] A. 8 ; 
6 | 762} 3, 360! 
6 | 3, 300| 
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ae Iron Mining Co_____- 
Columbia Iron Mining Co_- 


Universal Exploration Co...) 


Tom G. C. Mulkern_______|_ 


Mining & Leasing --_- 


DEFENSE PRODUCTION ACT AMENDMENTS 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


List of applications for financial 


Name of mine 


yday 
Dixie Ridge 
War Eagle and No. 1_._._.-- 
Buchanan 


California 
Arizona. 
California 


Comstock-Hopemore 


California 
Minnesota 


Michigan. -__.__. 


Pennsylvania. - 
Virginia_........ 
i ee 
Tennessee. --_._. 
Colorado 


Muscov rite Nos. 1,2 2, ei 


a 
Wyoming. -....- 
Colorado._...._.- 
ee 
Nevada_....._. 
Illinois. .....__- 
Alabama... ._- 
Missouri --_-- 
Arizona a 
Montana___._- 
Arkansas........ 
| Virginia 
New Mexico 
pe Stead 


SMe: 


“Hester ‘Lease 


Fortune Mica mines 
Vulcan group 
Fierro Manganese 


Missouri - 
Tennessee 
Colorado 
Nevada 

Arizona 
Washington... -- 





oe Eureka ___- 
Stacey Nos. 1, 2, 3 
Black Note, et al 


California 
Colorado... 
Caja de Credito Minero i 
Bolsa Negra..... ...- Bolivia......-.- 
Peru 
Nebraska 
Bolivia... 
Arizona 


New York 
Arizona. - 
Kentucky 
NG stent 
Minnesota. - 
Colorado. 
| New Jersey 


“Whiteside_.- == 2-2-2. - 





OF 1951 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


assistance as of May 15, 1951—Continued 


Fe 
Fe 


Fe 


Limestone 
Concrete 


Mn, CaF 
Limestone 


I EB wie 


Pb, Zn 


Pb, Zn... a 


Pb, Zn 
Mn...-.- 
Mi... 


, 404. 90] 
, 000. 00) 








Purchase 
contract 


, 550. 00) -_- 
, 000. 00) _. _ - 


$9, 750, 000 





Tax amor- 
tization 





Explora- 


Denied 


16, 1951 


$425, 000 | May 7, 1951 


May 8, 1951. 


70, 000. 00}.........--}-- 


80, 000. 00) 
40, 000. 00) 


255, 000. 00}... 
340, 758. 62|..._..._- 
MAURO 23s 
362, 000.00)... -....-}-.2-- 

169, 000. 00).- 


14, 608, 163. 00) 
14, 440, 000. 00) 
625, 113. 00 


1, 354, 568. 00|_____- 


694, 172. 00 
120, 952. 00 
398, 415. 00 


1, 200, 000. 00}. 
55, 000. 00).---..-.-_-| 
| 


545, 000. 00) -  -- 


2, 500, 000. 00 


Taal 


bicdnds 


936, 994. 00)... __- 
52, 000. 00)... 


487, 579. 00}... .-- 


| 
318, 000. OO}. ......-- 


e't eccseoecel<~ 
URANO OO: uicicscl cost. 
3, 700, G33. 00)... .........}.-. 


rp. 3 ee 


52, 500. 00 
75, 689. 00 
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Withdrawn 


April 5, 1951 


9, 1951 
. 16,1951 





1067 


1066 


to 
a 


to 
CWO WOwWeKwws 


B~r00 


NOnNwOO-1—2 CO Ww 


roy 


ood — i 
wNoOoKKwKN +e © 


BNNeN ao B wm co 


— 
aoe 


19 | 
19 | 
19 | 


19 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


List of applications for financial 


Name of company Name of mine State 


Sally Sandusky Round Mountain Mining 
Property. 
San Juan Mining & Devel- | San Juan. 
opment. int 
Long Canyon Mining Co 
Walter M. Ballard & As- 
sociates. 
James Kearney 
James F. Scott 
Chatauqua Ex. North 
Keystone Iris Patent 
Hafeu, Harris & Pohlman--__| Troy Lode & Blue Eagle 
Millon Silver Lead Co Mineral Farm 
Victor Toby 
Natural Resources Develop- 
ment Co. 
Clarence R. & J. M. Carr 
Fred & Ear] Shirts 


enenan Mining Co 
Superstition Saga 
Harry E. Ervin 


Juan Mariano Velasco 
Last Chance Consolidated | Last Chance Group 

Mines. 
MO IS SO a aa cities whale 
L. B. Chambers 
Marsam Enterprises, Inc 
isn ae i oo, Msc ntiiiens Livcuin Suewsibioebininal 
Sts anh REEL I ceanisinmihaitintickpiickiclwak Sik Ki 
A. L. ones 


Bridger Mining Co 

Roland 8. Woodruff_.......| Vernon Gill ranch California 
Ortex Corp Ortex plant Oklahoma 
Arthur G. Anderson 

Carl Pool Laboratories 

V. R. Murray 

Jones & Laughlin Steel | Millville................... West Virginia. 





. 8. : New Jersey. .--- 

East Coast Lumber Ter- do 
minal. 

Puritan Mining Co 

7| nee Glass Sand West Virginia_. 

orp. 

West Michigan Steel Michigan 
Foundry Co. 

Alabama Flake Graphite Alabama 





Co. 
MU SNE ie a suintbsinaeil 
807) 3, Kennecott Copper Corp 
808} 3,239) Norton Co 
809; < ¢ do 
810) Chas. W. McDowell 
811) LNG, <ccpick Me cadih cued d sudetiadadshnode 
812) B ack Hills Keystone Corp_| Ingersoll, Sitting Bull...---- 
813 L. Schad. eal G 
814! se, Ww. R. Fitzgerald _ 
815} -- | Mineral Processing 
816) Frank McKinley 
817 | do 
818) Vincent K. Ross 
819) , 614) United Alumin Co., Inc 
820} | Illinois Exploration Co., Inc 
821 | Golden Messenger Corp. 
§22|........| American Machine and 

Metal Co. 

823) | Frank M. Fitz - 
824) | Arizona Copper Mines, Inc 
825) 3,880 Aluminum Co. of America 
826| 3,875) Aluminum Co. of America 
827] 3, 857| Interstate Lron Co 
Geet GON. .4.0O6 S.A a a ces 








3Same as DMA No. 149. 


TN2oO 





RmLYYMPLYVaAT Sw WDOMAVATTCeMTrrarT Arwn aAaartwrarTrarraiw7re Aware «nar <€ 
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assistance as of May 15, 1951—Continued 


| Sand 








Quartzite - .. 


20, 000. 00) 
99, 875. 00 











3762—51—pt. 168 


100, 000. 00) 





Purchase | Tax amor- 


contract 


tization 


| 12, 534, 400. 00 
220, 380. 50 








875, 728. 00) 


| 1,946, 251. 00 | 


Explora- | 


Apr. 


1067 


Date 


Denied 


19, 1951 


Mar. 16, 1951 
ar. 15, 1951 


Withdrawn 
| 
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Number 


D.M.A.| T.A. 


3, 881 
3, 858 
3, 855 





| Phelps Dodge 

| Beaver & Skaggs 

| Fluorspar Tolteca, S. A... 
| John Little 


| Elk Basin Mining Co 


| Firrman Green & Chandler 
|} Panamainas..- 
| Attapulgus Clay Co 
| Paul Van Orsdale 





| Kennecott Copper Co 
|V inegar Hill Zinc Co 
| Kelley Island Lime & Trs_. 


| South Mountain Syndicate - 
| H.8. & E. F. Steen 


Name of company 


Alcoa Mining Co 

Inter State Iron Co 

Jones & Laughlin Steel Co__ 
Aluminum Ore Co 


Manistee Salt Works 

Falls Creek Mining Co 

Dow Chemical 

Mountain Metals, Inc 

Hodgson & Cowdery 

—— Outpost Mining 
50 


om Invest. 

std. 

Santander Mining Co of 
Peru. 

Zenda Gold Mining Co 

Franklin Developers, Inc... 

8. Iron Blossom 

Lidoux & Co. 


Trust, 


A. 8. & R. Co 


Titan Metals of America. -_- 


ae. 


B. 8. & K. Mining Co 
Florida Mines. -__. 


Robert J. McRae______. 

Compagnie Aramayo di 
Mines. 

Double O Mining Co 

Dee Turner 


Frank L. Ross 





Herron Bros 


Lead & Copper Mines 

Taylor ee Co 

ana and Motors, 
ne. 


. 8. Copper & Oil Co__ 


. 8. & R. Co-_- 
aera Fuel & Iron Corp. 


5| Republic Steel Corp.- 
=a 


| Blackwell Zine Co 
| Inter-State Iron Co 


| Douglas Mining Co. 
| Morton Ore Co 


4, 389} 
4, 632] 
4, 633) 
4, 629} 
6, 556 
6, 557} 
4, 890) 
8, 910} 
5, 222, 


Butler Bros___-- 
Kelly Island Lime & Trs. 


Co 
Galesnde Fuel & Iron Corp. 
Verona Mining Co 
Vermillion Mining Co 
Bennett Mining Co___...._- 
Troy Aluminum Corp 


Youngstown Mines Corp-- 
Buffalo Slag Co..........--- 
Sloss Sheffield Steel 





List of applications for financial 


Name of mine 


Schley Group 
Martinsburg 


Seneburst-sceptre 
Tungsten 


Seward Tin, et al 
Hubert Scott__... 


| Gen. Escovedo 8. A.. 


Silver Rule__- 


West Virginia___| 
Illinois | 


Carbonate King Zinc_._...__|.-_- 


Connors Group 


River Queen 
Snowbird 


Smalley 


Yellow Jacket... 

20th Century aa 
Standard. 

Sinuggler, Holly Gibson, 
Durant. 

Claims._- 

Moonlight 

Crystal Mountain_._....--- 


8 ingle 


“Spaulding 
Edwards . 
St. Paul, Day_. 
Stevenson 





Arizona | 
New Mexico-___.| 
Colorado-.____.__| 
California. ___- 
Georgia 


‘Bolivia 


Nevada. 

California. __..__| 
North Carolina_| 
Idaho. | 


Nevada. .-.-.. 
Montana._..--.-| 
Colorado 


Arizona.....-. : 
California 
New York.... 
Alabama 

do_. ‘a 
Minnesota 

do_. 
“Oklahoma 
Minnesota - - 


" Michig: an 


Colorado 
Michigan 
Minnesota 


Michigan 
New York 
Alabama 
.do_. 
“Colorado. 
eae ee ekaactina 
“New Mexico-..- 
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assistance as of May 15, 1951—Continued 


Purchase | Tax amor- 
contract tization | 
Denied Withdrawn 


$375, 000. 00) . Apr. 4,1951 
Meee et cet ceb aeceteas co re ae | 


WwW 2 Spare : 
P "May 10, 1951 


| Mar. 28, 1951 








Pb, Zn 30, 000. 00) | 
Cu, Zn, Mn...---.-- 250, 000. 00] ....-....-- 
Cu, Mo ebissaanwnecorsaniane= 

Zn pesesescccaaaly 





| 14, 162, 840. 00! 
210, 000. 00! 
Z 1, 243, 090. 00)... _- 
P UU. ccc $B, OIG GOR08}.. 
400, 000. 00 Mas tibudacsweut 
98, 750. 00 
55, 000. 00 
40, 000. 00) 








50, 000, 00 ee 
200, 000.00! $3,000, 000). __- 
‘eu 450, 000. 00 : 
Ws cass danee-s 300,000. 00}......-----}.. 
Fullers earth 7 <2 | 
Cu a ee ), 000. 00 
Wawewe , 250. 00) 
ee ee 580, 000. 00 
| 


| 
j 
wal 
| 
| 


Pb, Silica. ....... eel 600 G8)... om csnid 
Pb 850. 00} 

ohn eotaetee | 

Cu, Pb, Zn, Mu_-_-_-} 000. 00 over henaste aa ; 

Pb, Zn, Cu isgase Soventcn de anaes 250, 000. 00} _ - May 7, 1951 


10, 000. 00 


Apr. 2,1951 





a. Sees 
Mn Bereta Saltese 
734, 674. 00 


717, 000. 00)... -.._.- 
2, 254, 000. 00}... - 
42, 793. 71) . 
104, 100. 00} ........-.. 
180, 000. 00)... 
405, 000. 00)... ....-- 
131, 000. 00]........_- 
3, 500, 436.41)... __- 
1, 028, 317. 00) _._ __- 
447,010. 00)_.....__- 
9, 273, 201. 63) 








30, 915. 40)... .-..-- 
884, 726. 00) 
340, 133. 00}_......- 

| 2, 680, 616. 00} _- 

| 19, 500, 000. 00}. - 

| 64, 800, 000. 00)... _- 
734, 674. 00|_____- 
31, 705. 38)... .- 
66, 363. 60)... ._. 
49, 346. 21).__.- 


Se 
a le Tae Co 
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List of applications yor financial 


z 
» 
8 


88 S BBVRBNSVVsss 


SB 


rorororrw S 


to 


aQawow sa» oe owt 





2 
2 | 
2 | 
3 | 
3 
3 | 
3 





wooo oorcrvcoocorcovcvoroocroocooore® 





PAPA per 


+ on 


)} Tennessee Coal, 


| C. BE. 





Name of company . 


Mahoning Ore & Steel Co-- 


Balkan Mining Co 
Cuyuna Ore Co-__- 
Ozark-Mahoning Co 
Hoyt Mining Co 


| Utica Mining Co.........-- 


Magnet Core Barium 

7 — 

Colorado Non-Metallics 

Pacific Coast Borax Co 

James Lay 

United States Fluorspar & 
Manganese. 

George Blonsky 

Cecil Chenoweth 

Uranium Co. of America. 

Iron & 
Railroad Co. 

Abe Murdock 

Cia Minera El 
South America. 

J.J. Kinsella 

Colorado Fuel & Iron 

A.S. & R. 

Rotary Mills, Inc 

Monty Monteith 


Paraiso, 


| Laurence E. Johnson-.-...-- 
Simons and C. J. | 


Martell. 


International Corp. 
American Fork 
dated Mines. 


onsoli- 


| O. O’Kiep Capper Co., Ltd 
73| San Manuel 


opper Corp... 

Ruby Meadows Minin 

Chattanooga Mining se 
dicate. 


| Horseshoe Basin Mining & 


Diversion Co. 
Monolith Portland 
west Co. 


Mid- 


.-| Louis C. Ball 
| York ens Co 


Le Roi € 


| Rock Bit “Bales & Service - 
| International 


Chemical Corp. 


Euclid Corp : 

Ebony Mining & Smelting | 
| Shelton Mining Co--.- 

Northwestern Realty Co_._. 
| Henry H. Bruderlin 


Paulsel Mining Co 
Russell Carroll 
Roy W. Key & 0. J. Durand 


Albermarle Lead Cor, 


G. & W. H. Corson, Inc. 


d do 
| Odanah Iron Co 


Sloss-Sheffield Steel & Iron 


3; Republic Steel Corp- 
ae Mining Co-_-_-- 


= 
Mesba-Cliffs Mi ining. 
Negaunee Mine Co. 


9 Youngstown Mines Corp_- 
Alan Wood Steel Co__.__-__! 
| Sloss Sheffield Steel & Iron. 


Hanna Coal & Ore 


Victorville Lime Rock Co. -| 


Jones & Laughlin Ore Co 

New Diggings Mining Co... 

Sloss Sheffield Steel & Iron 

Black Hawk Consolidated 
Mines Co. 


Minerals & 


Name of mine 


Mahoning 
Danube 


ears 
Caomi-Carson Lake 


Silver Tip 
| Minnequa 


| Crescent Manganese 
Claims (44) -. Sabana 
Quartz Mining Claims..--_- 


| Arizona-Nevada American | 


Mile High Placer 
Silver Crown Gap 


Claims (22) 
Laramie Project 


Holt House Ranch 
E] Oro and La Plata Groups 


Harrington. - 
Rainy Claim 
| Elephant Butte 1, 2, and 3__ 


Pevokee Ore 
Hollman Cliffs 


Holman Cliffs_. 
Mather_. 


Conshohocken plant 
Ruffner Red Ore 
Wauseca, Section 6 
Victor Quarry 

| Benson- 








Rabbit Lake.......--..._- id 


Gitoas 
Minnesota - 


d 
Wyoming. ___ 
Co —v 


Colorado. 
Alabama 


Mexico.....__. 


Nevada. 
Colorado 
Mexico . 
Washington... __| 
California. ___. 
Ls oe easac 


Washington 
Wyoming 


California. ..... | 
New Mexico. - 


California | 
Pennsylvania. ._| 
eS 
Wisconsin. | 
Alabama 
Michigan 
Minnesota - - . 


Minnesota 
Michigan. - 
Minnesota. - 
Pennsylvania. 
Alabama 


| Michigan... ___-| 


California 
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assistance as of May 15, 1951—Continued 


Date 
Loans Purchase | Tax amor- Explora- 
contract tization tion —_ 


| Denied | Withdrawn 


| Po, an, OG. ...-.... 


aka aap) --=--------| 1,611, 975.00} nels 
| Mn, COFs...........| 75,000. 





50, 000. 00} ‘ 
562, 541. 00) Apr. 11, 1951 





4, 500. 00} 
706, 928. 00)_.......... 

229, 894. 00 ! 

50, 000. 00 


May 14, 1951 


150, 000. 00| 


100, 000. 00 


799, 240. 00|..........-| 


ime 3, 500. 00] 
Mn, Cu, Zn, Ph. ---- 
Rock drills 

qt) ie 


1, 300, 000. 00) _ - 
| 


3, 500, 000. 00} 
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List of applications for financial 


Number 
Date Name of company Name of mine 
D.M.A. 


Premier Mines Corp. of | Premier 
Nevada. 

H. W. Gould & Co 

Bratcher Mining Co,, Inc...| Mineral Rights............- | "Oregon. 

A. 8. ‘ | New Jersey nthe 
tine oe ean ce. : 
Federal Foundry Supply Wyoming..._.. 
I aoa newemns California _. 
A.8.& R. Co ; NR GS roan 
| Standard Slag Co__......---|. : -| Nevada _....- 
Dolese Bros. Co.......-----| Richards | Spur. Oklahoma..._. 
St. James Mining Co St. James - - . Minnesota 
Hermada Mining Co...-...| Antimony Queen Washington___. 
Idaho Mining Co Washington-Idaho Idaho. 

.do ee Claims nied 
‘Holmstake Mining Co- Cargo Muchacho, Jr California... 


V. A. Noon Jack Miller Montana... 
| David Charles Baker 


| Calera Mining Co-.- - IIe we saiuihaaeail ot 
Warner Co Pennsylv ania_- 
Lake Mining Co. Minnesota 
6, 323; New Jersey Zinc Co New Jersey... 
| ee _| Harrington Mines Co___-_- 
990) -| Dunean Diechman-Duncan. Arkansas...._. 
*— — Corp. & Hanging | } , fi California 
falley. 
992 Sunny Peak Mining Co-....| 13 claims_.............-..-.- Washington__._- 
993)... East Utah Mining Co McHenry I os atiialnn 
994) _ O. H, Griggs-- Iron Dyke... California 
995) Elias Bushate..__. te ee aes See 
996) Cactus Milling Co Sunshine... Arizona ....-- a 
7| I SF ONL reciente niente did ecaamiamel aie WO hecaihii 
998 26; New Jersey Zinc Co-.._..-.-- Virginia_.....- 
999 Colorado 
1, 000) Pennsylvania 
1, 001) Georgia- Alabama Ore Co Alabama 
1, 002) Southern Minerals, Inc__.-- y Fork North Carolina 
1, 003) Copper River Mines, Inc__- PE TE, nn cunncenkeans Alaska ......-.. 
1, 004 , 695; New Jersey Zine Co_.__---- a .| Pennsylvania. . 
1,005} 7,921) F. A. Sitton, Inc_.....----- | New Mexico 
1,006) 7, Las Vegas Building Mate- | Nevada. 
rials. 
1,007 7,141} Alabaster Lime Co Alabama... 
1,008} 7,140} Gabbs Exploration Co 5 Nevada. 
1,009} 5,696) New Jersey Zinc Co..-- Illinois : 
1,010 5,906] Bethlehem-Cuba Iron nassnsicisisiliectsimaralas SEE 
Mines. 
1,011) 310] Leslie Salt Co...........--- ; be California. 
1, 012) : 364 Reynolds Metals Co ics ceamniniasmialieecsia hd 
1,013) 6,366)__...do.. ae ves Alabama... | 
1,014 6, 372) Reynolds ‘Metals Corp... daciblaadiadinidhdha tt halal. »anmeoaneal ek 
1, 015 6,373} Reynolds Jamica Mines, . British West 
Ltd. Indies. 
1,016} 6,375) Reynolds Aluminum Co....| Hurricane Creek ........-- Alabama... .- 
1,017 6, 376}___..do-. Jones Mills..... ss, Arkansas_.... 
1,018) 6,968) C oronet Phosphate Co ente0....1..<d.< : ....--| Florida 
1, 019) Jas. R. Mattingly Tip Top Arizona. 
1,020}... __- Standard Silica Corp ; i Illinois. _- ; 
1,021; 7,122] Duval Sulfur & Potash.---- New Mexico... 
1,022 7, 278| W. D. Haden Co asi Texas... 
1,023} 6,882) American Colloid Co South Dakota 
1,024| 1,956) Kaiser Steel Corp-. iheaeintioacaniaa ae 
1,025} 7,463) Lindsay Mining Co Nevada 
1,026; 7,161) Blue Rock, Ine ‘ Ohio. 
1,027} 6,357) Pioneer Silica Products ---- Missouri 
1,028} 6,750} Chas. Taylor Sons Co- -.--- s Kentucky 
1,029} 7,433} Ceramic Color & Chemical aaebae Pennsylvania. - -| 
Co 




















1, 030} Easley Mineral Corp-.-.----- yver-Knight. Tennessee-.- 
1,031} Industrial Enterprises, Inc-. Maine 
1, 032) 3| Liberman & Gittlen Metal Michigan - - - - 
Co., Inc. 
Compangie Aramayo de | Amos L paca... ; Bolivia_-.- 
Mines. 
Miles W. Edghill_- Copper Queen... --- ..| California : 
Alamco, Inc Gamblin A Se 
Syringa Development Asso- | Syringa 1 through 4-- Idaho. ----- 
ciation. 
NIE EINE Kens diced nite tien o-emneneninpndiman ie | Utah 











assistance as of May 15, 1951—Continued 


Cu, Pb, Zn 
Zn, Pb, Cu 
Mn 

Zn, Pb, Cu 
Pb, Cu. 
Pb, Zn 

Pb, Zn 

Pb, Zn 
Zn... 

Fe... 

PO4 

Cu 

Zn, Pb 
VU 

| Sand 


Lime 
STD onan 
Zn... 
Fe... 


Potash 
Oyster shell 
Bentonite 


| Limestone 
Silica s 
Millerite _-_- 
Co, Ni 

Zn 
Limestone 
Cu, Sn, Pb 


Sn, Pb, Zn 








Purchase| Taxamor- | Explora- | 
Loans contract tization | tion 


| Denied 


| 
$100, 000. 00 
| 
| 
33, 900. 00)... 
a 


00! 
00} 
05 
00 
85 
23, 200. 00 


200, 000. 00 
279, 000. 00 


| 


250, 000. 00 


25, 000. 00 


150, 000. 00) 


~~ 928, 700. 00 


72, 202. 40) 


110, 000. 00) -. 
150, 000. 00 


10, 000. 00 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 1073 


Date 


Withdrawn 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 
List of applications for financial 


| 
Name of company Name of mine | 


Cobalt Nickel Reduction. -- 

Valley Dolomite Corp 

Consolidated Chemical In- 
dustries. 

Standard Mineral Co., Inc_|- 

Kaiser Aluminum & Chem- 
ar ee 


NAN 


Washington... __| 
Michigan... ._. 


a0 Is 


Ohio Hydrate & Supply 
Florida Ore Process 
Richard Ore Co... 

Jones & Laughlin Ore Co__- 
Compania Minera de Ala- 


mos. 
Utzel Lode Co 


ANQn 





Macuignte Development 


0. 

L. H. Startzell 

oa Mahoning Co 
Harry G. Knapp 
Kenneth E. Knapp 
I. D. Budd 

John J. Fleming 
eoewele A. Brett 


Dan Buchanan 

Cordero Mining Co 

vaenaee Standard Lead & 
ne 


Standard Lime & Stone Co 


San Manuel Copper Co 
Geo. F. Weis 


Last Day Claim 


Northgate Fluorspar 
Housely Price Williams 
Caledonian 
Burrows ; 
Arizona 
Colorado 
California... .-- | 
Montana.....-. 
North Carolina__| 
California 
Colorado 


San Francisco 
Henderson Gulch 


West Virginia 
A rizona 


IR. Smiplot Co 
Hanna Iron Ore Co 


do 
Sid Richardson Carbon Co. 
ay Island Lime & Trs 


SSSSSRSEFF 
SAH 


mt fet et pet fe fet ft fre rt pet 
: ss . 


S 


Se Aluminum Co. 
Shamrock Oj] & Gas Corp-- 
Kaiser Stee] Corp 





McKie Plant 
Eagle Mt. Mine 
Monte Cristo 


California 
Illinois 


Colorado 
Indiana--...... | 


25 
25 
26 
26 
26 
26 
26 
26 
26 
26 
26 
13 
26 
27 
26 


re) 


Matthiessen & Hegeler Zinc 


Co. 
Franklin Mining Co 


Franklin Ore Mary F 
8. & E. F. Stien 


: Stein-Yellow Jacket 


wren 
an 


Cerro de 
Corp. 

Inspiration Consolidated 
Copper Corp. 

Wedron Silica Co 

Berne Byrne 

Big Bend Metals Co 

. R. Leedom 


Shelton Mining Co 

Uhiand B. Melton 

F. Wallace Bell 

Joseph L. Ansich 

Wayne and D. M. Hinman. 
American Asbestos Cement_ 
Naildriver Mining Co-_-._--- 
“to Copper Mining 


Pasco Copper 


New Mexico. ---| 
California 


Big Bend 
New Mammoth 


Champion 
Sorsy-i iner 

Wilson Group et al 
Nail Driver 


ee33 eeeeeeee9e22 & 222 


pee 
oe 
28 


Horton 
Claremont Mining Co 
Robt. L 
Greenback Mining Corp 


Sagamone 
Johnson Property 
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assistance as of May 15, 1951—Continued 


Date 


Withdrawn 
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ee ee ee ee 


“I 


saad 


sas 


7 
7 
7 
8 
7 
7 
7 
8 
Ss 
9 
‘ 
7 
7 


CwWmowmoenwmvoonweocsi+! 
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1, 105 


1, 106 
1, 107 


met fe ek ek ft fk fet et tt ft fl 


— 


Dekh tt tee tet tet fet fet ft ft tf ft fet ph fh ph fh rt ft ft rt fh fh fh fh jt pt 


— 








Name of company 


Josephine Lode Mining & 
Development. 

Henry Sorenson 

Tom C. Stanford 

Combined Metals Red. Co. 

John C. Morrison and J. 8. 
McCoy. 

Richard M. Pearl 

Treasure Mt. Gold Mining 


0. 

Western Hemisphere Raw 
Mine. 

St. Christopher Mining & 
Milling. 

Maurice E, & Helen M. 
Shine. 
Beryllium 

Ine. 
8. G. Baker 
D.C. Allen 
Bootman & Boswell Mining 


Development, 


0. 
Alaska Copper Mines, Inc- 
Black Jack Mining Co-- 
8, 007 Inspiration Consolidated 
rope Co. 
W. H. Hipps 
M. L. Clough.__._-- 
_| Metals Production Co 
8, 553} Harna Iron Ore Co 
Pramk is. 20006... .. 605.25 
E. M. Moores, Jr 
8. O, Curtis 
D. and Charles Nations. __ 
E. A. Diets and Ely Krzich- 
Sierra Copper Co._._...-_-- 
Albert Dance 
Henry J. Roy, et al 
F. H. Sinortzel 


Paul Emley 

i w.L. 

H, E, McCray 
Charles MacKenzie 
Jerrell Wisdom 

Pitt Mica Corp 
Franklin Developers 
cal Flintkote Co 

| Chester Crain 

| King Lease, Inc 
Dodgeville Mining Co. 


Ethel Ferguson 

Earl G. Schulz 

Haina Ore Mining Co 
Otto P. Smith 


Russell McCandless_ _-_.._- 
Norman A. Morton 

| Volean Mines Co : 
Cristina Copper Mines, Inc. 
Clayberry Mines, Inc__.___- 
Brazilian-American Mica_ -- 
Northwest Salt Co_.____-- 
Moosehorn Mining Co-_.---- 
G. F. Royal 

| Coons Pacific Co 

.| Coil Fields 


“Peter Moser - 

Cordero Mining Co 

American Zine Lead 
Smelting. 

| Henry E. Kolego 

Chas. Atkinson 

Levan Mining Co 

| Ruth Johnson 





Frank Adams..............- : 


Silver State Investment, Inc.| - 


List of applications for financial 


Name of mine 


Josephine and Albertson- --- 


Cagelton- Black Prince 
San Miguel 


Scotia Group 


Placer Deposit 
Pack Saddle 


Big Cove_...___- 
Black Diamond 
Jerny, Rawleigh 
Menominee 


War Eagle 
Rosalie RN paisaees 
Aninabar - < 
The Skip Loader 


Colorado 


New Hampshire | 
Colorado-.- : 


New Mexico. ___| 


Colorado 


New Mexico. .__| 
Idaho 

New Hampshire 
Nevada 


New Mexico. __.| 
Missouri_. 


North Carolina 


Colorado 
Michigan 


McCarty and Donner--__.--}---- 


Emma and Whitehorse 
Big Elk group 


So-and-So 
Greenleaf, Howard-...--..-- 


Grandview 
Reid Mary 


Campbell. ............- a ms 


Dr. Stark 


Fe erg uson 


Cyclone-Buckeye 
Bill Nye, Lost Lillie 


Mustang group 
New Almaden 
Grandview 


POPs in s5 anes ester 


Tri Metalic Lode 


Nevada. 
California 
Arizona. Les 
New Mexico. .__| 
Montana__-_-_- 
California i 
North Carolina. | 

_.do Bae 
California 
Missouri 
Colorado 
California 


Arizona 
Nevada. 
Minnesota 
Colorado 


New Mexico. --- 
California 


Ww ashington_. 
Idaho. 
Colorado 
Minnesota 
Utah. 


Nevada 
California 
Washington..--- 


Colorado 
California 
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assistance as of May 15, 1951—Continued 


Date 
Loans Purchase | Taxamor- | Explora- 


contract tization tion nnn 
Denied Withdrawn 


-| 100, 000. 00} --. 


12, 500. 0 


ae 200. 00] 
ein ane ecole LAS es 15, 000. 


160, 000. 





10, 000 
10, 000. 





e ‘athe a 7 oi 
Sn, Co, Ni, Li, U-_.- 50, 000. 00 
BR scence. ae Be eek 
30, 000. 00 
48, 000. 00} 
“ sabe .00 
20, 000. 00 
3, 940. 00 ar. 
1, 250. 00) __- 








Mn, Pb.-..-- Lag (chitsadknéeveredl sere oe 
Pb, Zn. 
CaF. _- a 
Cu, A. ; | | 100, 000. 00 
Pb, Cu, Zn ae 7 &, 220. 00 
Mi ° | 13, 500. 00 

i | | 61, 840.00 
24, 800. 00 





| 150, 000. 00 
| 500, 000. 00 


50, 000. 00 te 
epannea at ki see ilenatncinks delat tceiaaintes 6, 000. 
re... wean 282, 000. 00 , aS 
TG TI sais: scaierlaconatinwn | 7,000. 
A ans 330, 489. 80) 

15, 000. 00) 


“2, 500, 000. 00 





00 
. 00 
. 00 











2, 000. 00 
20, 000. 00 


i 
25, 000. 00| 
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List of applications for financial 


Name of mine 


Hard Luck Mines Hard Luck 1 and 2 
Atwood Co Atwood 

John A. and Ben A. Smith-- 

Jack E. and Ann Cooper-.--- 

Kootenay Copper Mines---_- 

Uranium Star Mining Co--- 

Elkhorn Mining Co--_-..-_..- 

Arthur T. Anderson 

El Conejo Mining Co 
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assistance as of May 15, 1951—Continued 


Purchase | Taxamor- | Explora- | Date 


contract tization tion —_—_—_—_—_—_——= 
Denied Withdrawn 


82, 475. 00) .-.....- 
CEs Pt wccensncenss 
234, 550. 00 








